On the Road toward 2050:

Potential for Substantial Reductions
In Light-Duty Vehicle Energy Use
||||| and Greenhouse Gas Emissions

Report

Massachusetts Institute
of Technology

Sloan Automotive Laboratory
Engineering Systems Division

November 2015

Editors:
John Heywood
Don MacKenzie

Contributors:
Ingrid Bonde Akerlind
Parisa Bastani
Irene Berry
Kandarp Bhatt
Alice Chao

Eric Chow
Valerie Karplus
David Keith
Michael Khusid
Eriko Nishimura
Stephen Zoepf







On the Road toward 2050:

Potential for Substantial Reductions
in Light-Duty Vehicle Energy Use

and Greenhouse Gas Emissions

John Heywood and Don MacKenzie (Editors)

Ingrid Bonde Akerlind, Parisa Bastani, Irene Berry,
Kandarp Bhatt, Alice Chao, Eric Chow,
Valerie Karplus, David Keith, Michael Khusid,
Eriko Nishimura, and Stephen Zoepf

Massachusetts Institute of Technology

Sloan Automotive Laboratory, Engineering Systems Division

MIT Energy Initiative Report

© 2015 Massachusetts Institute of Technology
November 2015




ON THE ROAD TOWARD 2050

This report is available on the internet at:
http://mitei.mit.edu/publications/

and

http://web.mit.edu/sloan-auto-lab/research/beforeh2/otr2050/

© 2015 Massachusetts Institute of Technology
All rights reserved.

ISBN: 978-0-9962185-0-4




Table of Contents

Table of Contents

ACKNOWIBAGMENL ...t e et e et e e e e seeeaseesbeeeaseesseeeaseeabeeanneenseesnreans Y
FOTEUWOIT......cc ettt e bbbt e bt bt e b e e a e e e e e b e sb e e bt nb e ne e e enn s Vil
Chapter 1. 100 (8 Tox 1 oo S 1
Chapter 2: OVErVIEW Of QU OPLIONS........iciiiiiie ettt e e e sreesreesneesreesneens 9
Chapter 3: Propulsion System and Vehicle Technologies and

Their Operating CharaCleriSliCS.....ccviueiierieie e et e e ee e sne e 17
Chapter 4- Vehicle Weight and Size ReAUCLION...........cooviiiiiiie i 51
Chapter 5: Fuel Consumption, Performance, and Weight Trade-OffS........cccccevovievienceeceneenee. 65
Chapter 6: Fuels and Energy Pathways FOrWard............cooveeereeiesieeseese e 77
Chapter 7: The Diffusion of Advanced Vehicle TeChnolOogies.........cccccuveveeiiiiiie e, 109
Chapter 8: Opportunities for Changing Traveler and Driver BENaVIOr .........ccccceceeveeveeineeeenee. 127
Chapter 9: SCENAiO ANAlYSIS RESUILS......c.eeieieiece et 157
Chapter 10: A Comprehensive PoliCy APProaCh .........cuecieeiieiiie i 253
Chapter 11:  Findings and RECOMMENUALIONS..........ccuereriririeieierie sttt 267
F o] 1] 10 TR PP PRSI 285







Acknowledgment:

Acknowledgment

This research has been supported by BP, Chevron, CONCAWE, the DOE U.S.—China
Clean Energy Research Center — Clean Vehicle Consortium, Eni, the MIT Joint Program on the
Science and Policy of Global Change, the MIT Energy Initiative, and the MIT-Portugal Program.
We gratefully acknowledge the valuable advice, information, and support that members of these

organizations have provided.

The Authors and Contributors:

John Heywood isthe Sun Jae Professor of
Mechanical Engineering Emeritus, at MIT.
Editor, co-author chapters 1, 3, 9, and 11.

Donald MacKenzie isAssistant Professor

of Civil & Environmental Engineering at the
University of Washington. He completed his
PhD in MIT’s Engineering Systems Division,
in June 2013. Editor, co-author chapters 1, 2, 4,
5, 8, and 11.

Ingrid Bonde Akerlind completed her SM
in the Technology and Policy Program at MIT,
in June 2013. Co-author chapter 9.

Parisa Bastani isa PhD student in the Judge
Business School at Cambridge University, U.K.
Contributor to chapters 3 and 11.

Irene Berry completed her SM degree in
Mechanica Engineering and the Technology
and Policy Program at MIT, in February 2010.
Contributor to chapter 8.

Kandarp Bhatt completed an SM in Engineering
and Management in MIT’s System Design and
Management Program, in September 2010.
Contributor to chapter 9.

Alice Chao completed her SM in the
Technology and Policy Program at MIT,
in June 2013. Author chapter 6.

Eric Chow completed his SM in Mechanical
Engineering at MIT, in June 2013. Contributor
to chapter 9.

Valerie Karplus isan assistant professor in
the Sloan School of Management at MIT.

She completed her PhD in MIT’s Engineering
Systems Division, in June 2011. Author
chapter 10.

David Keith isan assistant professor in the
Sloan School of Management at MIT. He
completed his PhD in the Engineering Systems
Division, MIT, in June 2012. Co-author
chapter 7.

Michael Khusid completed hisSM in
Engineering and Management in MIT’s System
Design and Management Program, in June
2010. Contributor to chapter 9.

Eriko Nishimura completed her SM in MIT’s
Technology and Policy Program, in June 2011.
Contributor to chapter 9.

Stephen Zoepf completed hisPhD in MIT’s
Engineering Systems Division, in June 2015.
Co-author, chapters 4, 5, and 7.







Foreword

Foreword:

This report summarizes the results of an ongoing research program that assesses the
extent to which improvements and changes in powertrain and vehicle technologies, and fuels
changes, could reduce the fuel consumption and greenhouse gas (GHG) emissions of light-duty
road vehicles. This research was done by ateam of graduate students from 2009 to 2014, and
includes some 20 projects. It continues our group’s efforts to provide a more complete summary
of the various options available, and an increasingly detailed knowledge base with which to assess
these options, as we move forward. It follows on from three earlier reports. On the Road in 2020
published in 2000 and On the Road in 2035 published in 2008, and a strategy and policy-based
report, An Action Plan for Cars, published at the end of 2009.

The report consists of a sequence of chapters, each devoted to an important component in
our overall assessment of the options for reducing the energy use and GHG impacts of this major
sector in our land-based passenger transportation system. Theinitial two chapters develop the
context within which this sequence of key topic areas is examined. Subsequent chapters focus
in turn on: the several propulsion system options in the various types of light-duty vehicles, and
their operating characteristics; vehicle weight reduction potential and its impacts; the inherent
vehicle performance, fuel consumption, and vehicle size trade-offs; fuel and alternative energy
opportunities for this transportation sector and their infrastructure challenges; the process by which
improved and new technologies diffuse into the in-use vehicle fleet; driver behavior and vehicle
use impacts; extensive scenario analysis of various technology and energy pathways forward
that quantifies changesin fuel use and GHG emissionsin the United States, Europe, Japan, and
China; the policy options available for further reducing these impacts; a summary and set of
recommendations.

Thisfinal chapter (Chapter 11) provides an overall summary of the key findingsin these
various areas, and brings these findings together to assess how much the in-use light-duty vehicle
fleet fuel consumption and GHG emissions might be reduced in major world regions. The results
of plausible yet aggressive scenarios in the United States show the potential for technology
improvements to more than offset fleet growth and, by 2050, reduce fuel use and GHG impacts by
up to 50 percent. In Europe, the anticipated fleet growth is less, as are the potential reductions from
technology improvements, but the overall percentage reduction potential is similar to that in the
United States. In Japan, fleet size and use are declining, so the overall reduction in impacts could
be larger. In China, though current growth in fleet sizeislarge, reductions in that growth rate and
substantial technology improvements over time are expected to level off fleet fuel consumption and
GHG emissions by about 2040.

Chapter 11 ends with several recommendations focused on actions that we should consider
implementing in the United States and elsewhere. Such actions are likely to be needed to attain
close to the factor of two reductionsin fleet fuel consumption and GHG emissions by 2050 that our
overall assessment indicates are feasible in North America, Europe, and Japan. Larger reductions
on thistime scale will need additional major efforts, and would likely require significant reduction
in travel demand, and more rapid development and substantial distribution and use of low-GHG-
emitting alternative sources of transportation energy such as electricity and hydrogen. In China,
where vehicle sales and fleet growth rates are expected to be high over the next decade or so, these
reductions in fleet impacts will be delayed for two or so decades.
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Overall, we believe that this report will help us better identify the more promising options
for reducing this light-duty-vehicle component of transportation’s energy consumption and GHG
emissions. We have developed and characterized what we judge to be realistic, though aggressive,
paths forward. Achieving these improvements in mainstream powertrain and vehicle technology
and starting to transition to one or more of the greener alternative energy sourcesin a significant
way are very important, but very challenging, tasks. It is clear that coordinated and reinforcing
policies are going to be required to achieve the needed changes in vehicle technology, energy
sources, and vehicle use.

| want to thank the many graduate students and colleagues who have worked collaboratively
with me at MIT over the past 16 years on these multidisciplinary technology-based projects.
Together as ateam—which individuals join, work on their own research as well as contribute more
broadly, then finish and move on—we have stimulated each other in very constructive and creative
ways. | have found carrying out such multi-faceted research in this manner extremely rewarding at
the professional and personal level. Finally, | would aso like to thank Rebecca Marshall-Howarth
for her editorial assistance and Karla Stryker-Currier for her administrative assistance. They were
both instrumental in producing this book. Thank you all very much.

John Heywood, November 2015
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Introduction

1.0 Introduction

1.1 Personal Transportation and Climate Change

Road vehicles are akey part of the climate change challenge, representing both an important
source of petroleum demand and greenhouse gas (GHG) emissions worldwide. In the United
States, light-duty vehicles (LDVs, i.e.,, cars and light trucks) alone account for 43% of petroleum
demand and 23% of GHG emissions, when fuel production is considered [MacKenzie, 2013].
The United States, Europe, China, and Japan consume over half of the world's petroleum, making
them particularly critical in efforts to reduce petroleum consumption and the associated emissions.
The production and use of gasoline and distillate (diesel) fuel in these four regions alone account
for 15% of the world’s energy-related carbon dioxide (CO,) emissions [Energy Information
Administration (EIA), 2013a]. Changes in our transportation System are necessary to mitigate
climate change.

Changes to our transportation system—how much we travel, the vehicles we use, and the
fuels that power them—offer the potential for substantial reductionsin GHG emissions. This report
isasynthesis of research conducted in the Sloan Automotive Laboratory at the Massachusetts
Institute of Technology over the past five years, primarily under the direction of Professor John
Heywood. It isthe third report in a series that records the research findings of this group. The others
are On the Road in 2020 [Weiss et al., 2000] and On the Road in 2035 [Bandivadeker et al., 2008].

This research addresses topics related to the evolution of vehicle technology and its
deployment, the development of alternative fuels and energy sources, the impacts of driver
behavior, and the implications of all of these factors on future GHG emissionsin the United States,
Europe, China, and Japan.

1.2 The Clock Is Ticking

Thisreport is motivated by the simple observation that timeis of the essence as we attempt
to deal with the threat of climate change. Despite many warnings from the scientific community
and the concern from some of our leaders, the levels of GHGs in the atmosphere continue to
increase. In 2013, the average daily CO, level measured at Mauna L oa, Hawaii, topped 400 parts
per million (ppm) for the first time [Scripps, 2013]. The annua average CO, concentration at
Mauna Loa hasincreased every single year since record-keeping began (Figure 1.1). Whereas CO,
concentration increased by less than 1 ppm per year during the 1960s, it has increased by more than
2 ppm annually since 2000. We must make increasingly substantive progress on reducing GHG
emissions as we move forward from today if we are to avoid the anticipated damaging effects of
climate change.




ON THE ROAD TOWARD 2050

400

3804 et

360 f ———————-————=———————————————~——— e

340 - ——mmmm e mmmm et -

3204~ as B e R

B0 —f — == mmmmmmmmmmmm e e e e

280 I I I I I I
1950 1960 1970 1980 1990 2000 2010 2020

Figurel.l  Annua average CO, concentration (ppm) at Mauna Loa Observatory, Hawaii,
1959-2012 [NOAA, 2013]

Strategies to mitigate climate change must recognize the cumulative nature of the buildup
of GHG concentrations in the atmosphere. CO, and other GHGs, once released into the atmosphere,
accumul ate there and are only slowly removed. Moreover, the impacts that they cause are largely
dependent upon their concentrations. This has two critical implications for GHG mitigation
strategies:

1. Toavoid an inexorable increase of GHG concentration levels, GHGs must not be added
to the atmosphere any faster than they can be removed. This means that over the long term,
emissions from fossil fuel carbon will need to be stabilized at levels substantially lower than
today’s levels, and possibly close to zero.

2. If GHG concentrations are to be stabilized at tolerable levels, there is an upper limit to
the total amount of carbon (and GHGSs) that can be dumped into the atmosphere. Thus,
we cannot wait indefinitely to make the aforementioned switch to aradically less carbon-
intensive energy system.

Transitioning to new energy sources takes decades. As shown in Figure 1.2, coal, oil, and
natural gas each took 50-75 yearsto reach their peak levels of use. An extrapolation of the trend in
Figure 1.1 indicates that we are on track to exceed 450 ppm of CO,—a threshold widely held to be
necessary for avoiding the worst effects of climate change—within just 25 years. Even if we begin
to transition earnestly to radically lower-carbon energy sources today, we will still continue to rely
on fossil fuels for many years to come.




Introduction

;\3 100

>

Q.

S

a 80 -

>

o Wood

[}

&

> 60 |

© Petroleum

£

a

Vi 40 -

=]

Y

o

>

8 20

g

] Nuclear_ JoYPps

o 0 T 1 Renewables
1775 1850 1925 2000

Figurel.2  Primary energy sourcesin the United States, 1775—present
[Adapted from EIA, 2013b]

An effective strategy for mitigating GHG emissions must, therefore, have both near- and
long-term components: a set of long-term solutions to get us to near-zero carbon emissions and
near-term actions that can buy us enough time to develop and deploy the long-term solutions.
While near-zero carbon energy sources will be needed in the long term, we simply do not have
the luxury of waiting to act until these low-emitting alternative energy sources are devel oped.
Reducing demand for energy-using services and increasing the energy efficiency of those services
can provide relatively cost-effective reductions in energy demand and emissions, while also buying
critical time for alternative energy sources to be developed and deployed. Thisisillustrated in
Figures1.3and 1.4.

In Figure 1.3, immediate efforts at improving fuel consumption and conservation lead to
reductions in GHG emissions in the near and medium terms. As the potential savings from fuel
consumption begin to level out, the transformation toward low-carbon fuels begins to pick up speed
and enables continued GHG reductions. Figure 1.4 shows how efforts focused solely on transforming
the transportation energy supply lead to continued growth in emissions for several decades, before
the alternative fuel technologies begin to grow rapidly. In the meantime, large quantities of GHG will
have accumulated in the atmosphere and exceeded the available carbon budget.
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Figure1l.3  GHG emissions pathways under four scenarios: business as usual, improve-only,
improve and conserve, and improve-conserve-transform
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Figurel4  GHG emissions pathways under four scenarios: business as usual, transform-only,
improve and transform, and improve-conserve-transform
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1.3 Improve, Conserve, Transform

The central premise of thisreport isthat a comprehensive strategy for mitigating GHG
emissions from our vehicles will include several interrelated sets of actions:

1. Improving the fuel economy of conventional, petroleum-powered vehicles through steady
gains in powertrain efficiency, reductions in vehicle weight, and assigning a higher priority
to lower fuel consumption than to other design goals.

2. Conserving energy through changesin individual behavior, such as reducing travel
demand, shifting to less energy-intensive travel modes, and operating vehicles more
efficiently.

3. Transforming the transportation system into one that is radically less carbon intensive,
through significant gains in vehicle efficiency and/or a large-scale switch to carbon-neutral
energy sources.

These broad strategies are informed by viewing the generation of GHG emissions through
aKayaidentity or “ASIF” framework [Schipper, 2002]. This framework notes that the rate of GHG
emissions can be calculated from:

_ Vehicles Miles Energy GHGs
GHG = Person Miles - - . (1.1
Person Miles VehiclesMiles  Energy

or
GHGs=Ax Sx | x F (1.2)

In Schipper’s ASIF formulation, A refersto activity level (person-miles of travel); Sto the
mode structure or mix (e.g., S= 0.65 vehicle-miles/ person-mile for cars in the United States);
| to energy intensity or fuel consumption; and F to fuel carbon content. Viewing GHG emissions
through this framework emphasi zes the fact that improvementsin any one of these factors
contributes to proportional reductionsin GHG emissions. However, it isimportant to consider that
changes in one factor may lead to changes in other factors. For example, changing energy intensity
islikely to change person miles of travel and vehicle miles per person-mile through the well-known
rebound effect.

Proponents of the familiar “three-legged stool” approach have long asserted that vehicle
fuel consumption, travel demand, and alternative fuels should be a part of a comprehensive GHG
mitigation strategy. The authors of Moving Cooler [Cambridge Systematics, 2009] introduce a
fourth category of options that relates to vehicle and system operations. Whereas Moving Cooler
primarily addresses solutions relating to travel activity and vehicle and system operations, our
report focuses primarily on vehicle technology, alternative fuels, and individua driving habits.
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Content of this Report

This report addresses the range of propulsion system, vehicle technology, and fuel options
available to help mitigate petroleum consumption and GHG emissions from automobilesin the
United States and in other major regional markets. It al'so contains retrospective analyses of
efficiency technology improvements in the United States, and examines historic adoption patterns
of vehicle technologies. It studies the impacts of individual driving behavior on petroleum
consumption. Finally, it presents arange of scenarios characterizing the ways that transportation
systems could evolve in major global markets over the coming decades, and eval uates the cost
effectiveness of various policy approaches for driving this evolution.

Chapter 1 lays out the basic challenge, which is the urgent need to reduce the GHG
emissions from light-duty (predominantly private) vehicles through reductions in petroleum
consumption and the substitution of alternative lower-carbon-emitting fuels and other sources of
energy. We have also introduced the three broad paths forward that are of comparable importance
and urgency: improving the fuel consumption of mainstream-technology vehicles; conserving fuel
and energy use through how and how much we drive; and exploring the eventual transformation
from our current situation in which internal combustion engine vehicles and petroleum-based fuels
dominate our in-use light-duty fleet to aternative travel approaches that use energy sources that
have modest impacts on our environment and are ultimately more sustainable. We have outlined
here the factors that together provide a structured framework for ng our options. Itis
important to keep these broad themes in mind as we progress, topic by topic, through the 11 chapters
of the report.

Chapter 2 revisits past work by this research group and highlights some recent magjor reports
from other groups in order to provide context for the present work and the motivation for the
Improve-Conserve-Transform framework. The chapter outlines the steps that would be necessary to
attain 80% reductions in GHG emissions by 2050. It concludes that aggressive efforts to conserve
energy through individual behavior change, the rapid improvement of conventional vehicles, and
the transition to radically less carbon-intensive alternatives will need to begin promptly.

Chapter 3 presents an overview of the major propulsion systems options that are available
to improve energy intensity and transform the transportation system away from its current reliance
on petroleum. It provides an assessment of feasible rates of improvement and examines the ways
that the potential improvements vary across different global markets.

Chapter 4 examines the evolutionary changes in weight of U.S. cars over the past 35 years.
It addresses the tension between steady improvements in weight-saving technologies and the steady
introduction of new features and capabilities that have added weight to cars. It then applies these
insights to assess the potential for weight reduction in the future.

Chapter 5 addresses the trade-offs between vehicle fuel consumption, acceleration
performance, and weight. It explores the implications of changes in these vehicle attributes for
efforts to improve fuel consumption. The chapter provides estimates of the fuel consumption
impacts of changes in acceleration and weight, and reviews the Emphasis on Reducing Fuel
Consumption (ERFC), a parameter that characterizes the degree to which efficiency improvements
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have been realized as reductions in fuel consumption. It examines ERFC over the past 35 years and
guantifies the roles of other design changes—most notably gainsin acceleration performance—that
have acted as “sinks” for technology improvements. Given these findings, the chapter closes with
an assessment of potential future levels of emphasis on reducing fuel consumption.

Chapter 6 introduces a framework for evaluating the prospective transformation to
alternative fuels as the primary sources of energy, highlighting the many challenges to adopting
these alternative fuels, including cost, environmental impact, GHG emissions, and compatibility
with vehicles and infrastructure.

Chapter 7 presents key results relating to the adoption of new technologies, with
implications both for the improvement of conventional technologies and the transformation to
alternative powertrain systems. The chapter first discusses the adoption of powertrain, safety, and
comfort and convenience features, characterizing their saturation levels and speed of adoption.
Next, it presents amodel of the adoption of a much more complex technology: hybrid electric drive
as represented by the Toyota Prius. Finally, it discusses how the adoption and deployment of new
technologies will propagate into and through the on-the-road vehicle fleet through fleet turnover.

Chapter 8 examines several opportunities for conservation. It briefly summarizes
research estimating the potential for GHG savings through reductions in travel demand as
well as through improvements in transportation system operations. It then presents new work
characterizing the aggressiveness of driving, and the implications of aggressiveness for in-use fuel
consumption. Finally, it presents the results of alarge-scale, plug-in hybrid electric vehicle (PHEV)
demonstration, highlighting the significant variability in petroleum savings across different drivers,
characterizing factors related to battery charging decisions, and examining the potential petroleum
savings from changing charging decisions or from changing battery sizes.

Chapter 9 summarizes several scenarios exploring the potential energy consumption and
GHG emissions tragjectories from personal transportation in major regions of the world. Each
scenario is based on assumptions regarding the evolving context for vehicle deployment and
use (e.g., growth in new vehicles sales, mileage driven), the rate of improvement in the various
efficiency-improving technologies and their rate of deployment, the development of alternative fuel
supplies, and the GHG emissions intensities of these new fuel supplies. These scenarios allow us
to assess the uncertainties in the projected impacts, the overall rate of progress in reducing these
impacts, and the factors that have the largest effects on outcomes.

Chapter 10 discusses the role of a comprehensive policy approach in driving improvement,
conservation, and transformation. It also presents results comparing the cost effectiveness of carbon
and fuel taxes to fuel economy standards and renewable fuel standards in achieving emissions
reductions.

Chapter 11 pulls together the findings in each of the preceding chapters and concludes with
adiscussion of where we are, where we are headed, and where we need to go.
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Overview of Our Options

2.0 Overview of Our Options

Thisreport isthe third in a series dating back to 2000, which collectively synthesize
15 years of research conducted at the Massachusetts I nstitute of Technology. The first report in
this series, On the Road in 2020 [Weiss et al., 2000] aimed to develop “ optimistic but plausible
projections’ of the performance of light-duty automotive technologiesin 2020. The authors
considered characteristics that included cost; full life-cycle performance in environmental, health,
and safety terms; and harder-to-measure attributes such as performance and driveability. Finally,
they considered the implications of a wide range of emerging automotive technologies from the
perspectives of adiverse list of stakeholders, including consumers; fuel producers and distributors;
vehicle manufacturers and distributors; and various levels of government. The report also
considered a variety of fuelsincluding gasoline and diesel derived from conventional petroleum,
synthetic diesel, methanol, hydrogen from natural gas, compressed natural gas, and electricity.
The study considered powertrain technologies including spark-ignited internal combustion engines
(SI-1CE), compression-ignition (CI-1CE), gasoline—electric and diesel—electric hybrid vehicles
(HEV), fuel cell-electric hybrids (FCEV), and battery electric vehicles (BEV). The study acknowl-
edged, but did not explicitly model, the barriers to and dynamics of transitions to new technologies.
Key findings from this report are summarized in Table 2.1.

Table2.1 Key findings from On the Road in 2020 [Weiss et a ., 2000]

Technology Lifecycle GHG emissionsvs. Cost (19979) vs.
evolved 2020 baseline vehicle evolved 2020 baseline vehicle
1996 Reference +52% -$800
2020 Evolved SI-ICE 0 0
2020 Advanced SI-ICE -11% +$1,400
2020 Advanced CI-ICE -22% +$2,500
2020 Advanced Sl-hybrid -37% +$3,200
2020 Advanced H, FCV -28% +$4,100
2020 Advanced BEV -31% +$9,000

The second report in this series, On the Road in 2035 [Bandivadekar et a., 2008],
added several important dimensions to the group’s work. For example, the report considered
additional fuelsincluding ethanol, electricity from awider variety of sources, and synthetic crude
from tar sands. It evaluated additional powertrain technologies, including turbocharged spark-
ignition engines and plug-in hybrid electric vehicles (PHEV). The report explored the trade-offs
between performance, size, weight, and fuel consumption, and defined a metric called Emphasis
on Reducing Fuel Consumption (ERFC) to characterize the degree to which improvementsin
efficiency technology were realized as reductions in fuel consumption, as opposed to being used
to offset the fuel consumption penalties of increased weight and power. On the Road in 2035 also
introduced a model to track the dynamics of vehicle fleet turnover, and expanded the geographical
scope to include several major European countries. Recognizing the growing concern over energy
security, the report considered changes in petroleum consumption as well as changes in Greenhouse
Gas (GHG) emissions, highlighting the fact that, while technologies that cut GHG emissions reduce
petroleum demand, the reverseis not necessarily true.
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Key findings from On the Road in 2035 included:

» Evolutionary changesin conventional Internal Combustion Engine (ICE)-powered vehicles
offered the greatest potential for cutting fuel demand in the near term

» HEVsoffer the possibility of deeper reductions, but major impacts would take 20-30 years
to materialize and even longer (~50 years) for full benefits to be realized

» PHEVs combine the advantages of hybrid and electric vehicles, and offer additional GHG
reductions beyond those of HEV's, but at a substantial cost

» With the current electricity generation mix, BEV's offer little benefit in lifecycle GHG
emissions compared to HEV's

» For the potential benefits of many technologies to be realized, the decades-long trend
toward larger, heavier, and higher-performing vehicles must be curtailed

»  Weight reductions of 20% appeared likely over 25 years, with reductions of up to 35%
being possible

» The contribution of synthetic petroleum from Canadian tar sands to the United States could
increase from 3% to 10% by 2030, increasing well-to-tank GHG emissions by 5%. Ethanol
could displace 10% of gasoline by 2025, but environmental benefits are expected to be
modest, especially in light of the uncertainty over cellulosic ethanol technology. Any GHG
reductions from biofuels are likely to be offset by the increased use of fuel derived from
tar sands.

* Thefuel consumption of new light-duty vehicles (LDV) could be reduced by 30%-50%
over 20-30 years, holding vehicle size and performance constant.

Since the publication of our group’s last major report in 2008, several major shifts have
occurred. First, a deep economic recession led to the bankruptcy of two major U.S. automakers
and years of depressed auto sales, from which the industry is only now recovering. Second,
automotive fuel economy and GHG emissions standards have been tightened in the United States
and worldwide (Figure 2.1, Figure 2.2). In the United States, the Energy Independence and Security
Act of 2007 (EISA 2007), passed shortly before publication of the group’s last report, mandated
an increase in Corporate Average Fuel Economy (CAFE) standards to 35 miles per gallon (mpg)
by 2020, as well as atransition to attribute-based standards. Since then, the Obama administration
has accel erated the pace so that new cars and trucks are expected to achieve a combined average
of 34 mpg by 2016, 38 mpg by 2020, and 49 mpg by 2025.* Third, new extraction technologies
(horizontal drilling and hydraulic fracturing) have led to a sharp decrease in U.S. natural gas prices,
while global oil prices have, until quite recently, remained high. This has rekindled interest in the
potential use of natural gas as a transportation fuel. Fourth, cellulosic biofuel production has not

tAdjusted U.S. CAFE test cycle value. On-road mpg values about 20% lower.

10
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kept pace with the blending levels mandated by EISA 2007. The country is now running up against
the “blend wall”—the maximum amount of ethanol that can be blended with gasoline for usein
standard gasoline vehicles. This has led the Environmental Protection Agency (EPA) to reduce
mandated blending volumes for 2014. Fifth, U.S. imports of petroleum from Canada rose from

2.5 million barrels per day (mbd) in 2008 to 3.1 mbd in 20132 Over the same period, tar sands
accounted for 96% of the growth in Canadian petroleum production, and now account for 58%

of total Canadian production. Finally, PHEV's and BEV s have entered volume production, and
Consumer Reports called the all-electric TeslaModel Sthe best car that their experts have ever
tested. However, production volumes of these vehicles remain low in absolute terms.
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[1] China’s target reflects gasoline vehicles only. The target may be higher after new energy vehicles are considered.

[2] The U.S. standards are fuel economy standards set by the National Highway Traffic Safety Administration, which are slightly
different from the GHG standards due to A/C credits.

[3] While gasoline in Brazil contains 22% of ethanol (E22), all data in the chart have been converted to gasoline (E00) equivalent.

[4] Supporting data can be found at http://www.theicct.org/info-tools/global-passenger-vehicle-standards

Figure2.1 International fuel economy standards and fuel economy equivalents of GHG
standards, normalized to U.S. CAFE test cycle [Adapted from the International
Council on Clean Transportation (ICCT), 2014]
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[3]1 While gasoline in Brazil contains 22% of ethanol (E22), all data in the chart have been converted to gasoline (E00) equivalent.
[4] Supporting data can be found at http://www.theicct.org/info-tools/global-passenger-vehicle-standards

Figure2.2 International GHG standards and GHG equivalents of fuel economy standards,
normalized to U.S. CAFE test cycle [Adapted from the ICCT, 2014]

Aware of this evolving context, this report extends previous work in several important
and timely new directions. It presents updated assessments of the potential for improvement in
vehicle efficiency through conventional and advanced technologies; presents quantitative analyses
of historical rates of improvement in weight-saving technologies and overall vehicle efficiency;
examines the speed with which new technol ogies have propagated across the new vehicle market;
and explores quantitatively the role of individual choices—that is, conservation—in reducing
transportation energy and petroleum demand.

Several recent major reports complement the work documented here. Here we call attention
to two such reports that are distinguished by their particularly deep and broad technical analysis.
Thefirst of these reports also contains, as an appendix, asummary of other influential papers and
synthesis reports addressing petroleum consumption and GHG emissions in personal transportation,
primarily published since 20009.

The U.S. National Research Council’s Transitions to Alternative \ehicles and Fuels
[National Academy of Sciences (NAS), 2013] addressed the goal of reducing the petroleum
consumption and GHG emissions from LDV s by 80% (vs. 2005 levels) by 2050. The report’s
approach started from a premise that there are “four general pathways’ that could contribute to
deep reductions in both GHG emissions and petroleum consumption: ICE vehicles with very high
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efficiency, biofuels, hydrogen, and electricity. Additionally, they noted that natural gas can help
to reduce petroleum consumption, but cannot provide the required depth of reductionsin GHG
emissions. Among the key findings of the report were:

* None of the four “genera pathways,” on its own, is capable of reducing LDV GHG
emissions by 80% in 2050.

* Thereare severa combinations of technologies that could reduce LDV petroleum
consumption by 80% in 2050. These pathways all depend on fuel economy continuing
to improve beyond the current horizon of 2025, as well as a large-scal e shift to biofuels,
electricity, hydrogen, or natural gas.

* Reducing LDV GHG emissions by 80% by 2050 would be considerably harder, though
technically feasible, and would require both significant improvementsin efficiency and
ashift to (low-carbon) biofuels, hydrogen, or electricity (not natural gas).

» Currently sufficient information is not available to predict which technologies will
ultimately prove to be most cost effective in reducing petroleum consumption and
GHG emissions.

The National Petroleum Council (NPC) has prepared perhaps the most comprehensive
analysis of future vehicle-fuel system options in Advancing Technology for America’s
Transportation Future [NPC, 2012]. The report considers LDV s and heavy-duty vehicles (HDV),
aswell as the vehicle and fuel supply technol ogies needed to enable large reductionsin GHG
emissions through biofuels, electricity, hydrogen, and natural gas. The authors conclude that there
is substantial potential for improved fuel economy from existing and emerging technologies, but
many technologies face key infrastructure challenges. The authors identify 12 “priority technology
hurdles’” which, if overcome, would improve the functionality, cost, and scalability of the fuel-
vehicle systems. These priority technology hurdles include low-cost light weighting; several
improvements in biofuel production processes; energy density and the life of lithium-ion batteries;
the durability of fuel cells; compression and storage of hydrogen; and the optimization
of combustion in heavy-duty engines.

From the ever-growing body of research by our group and many others, it is becoming
increasingly clear that no single technology or approach can deliver the magnitude of emissions
reductions required to stabilize atmospheric concentrations of GHGs at acceptable levels.
Moreover, the technologies that can deliver the deepest reductions are in the early stages of
deployment. Their long-term cost and performance are uncertain and it will take decades for their
full benefitsto be realized, if they arerealized at all. These factors, combined with the urgent need
to begin reducing emissions of GHGs, point to the importance of a multi-pronged approach to
GHG mitigation. As introduced in the preceding chapter, we have summarized such an approach as
“Improve, Conserve, Transform”—recognizing the different types of approaches needed to begin
reducing emissions in the near term and achieve deeper reductionsin the long term.
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Improving mainstream technology includes:

* More €efficient engines (e.g., turbocharged downsized gasoline and diesel engines,
charge-sustaining hybrids)

* More€efficient transmissions
* Vehicleweight, drag, rolling resistance, and performance reduction

* Thereduction of emissions from resource extraction and production of liquid fuels
from all sources, including biomass, tar sands, shale ail, coal, and natural gas

Conservation refers to changes in individual travel and driving behavior that will reduce
vehicle-miles traveled and improve in-use fuel economy. Conservation includes:

* Reducing the distance and/or frequency of trips for commuting and household business
» Developing more alternatives to single-occupancy vehicle travel

» Driving less aggressively (lower speeds on the highway and gentler acceleration and
deceleration around town)

Transforming our transportation energy system means transitioning to new energy carriers
and new primary sources that have inherently lower GHG emissions (natural gas) or have the
potential to be produced from low- or zero-carbon sources in the future (electricity or hydrogen).

It is apparent from prior work by our research group and many others that improving
mainstream technol ogies could reduce U.S. petroleum use and GHG in LDV's by up to 50% from
2010 levels, but larger reductions are unlikely without additional changes. Changes in the sources
of liquid fuels, including greater consumption of fuel derived from tar sands and biomass, could
contribute to as much as a 25% reduction in petroleum consumption, but will have limited or
negative overall GHG benefits. Given these findings, it follows that additional changes will need to
occur in order to reach the target of an 80% reduction in GHG emissions by 2050. Specifically, an
80% overall reduction in GHGs represents a 60% reduction in the remaining GHG emissions after
the initial 50% reduction2 We contend that this goal can only be achieved through aggressively
implemented improvements in mainstream technology and conservation behaviors, along with a
successful, aggressive, large-scale deployment of low-GHG fuels and the propulsion systems that
can use them. The latter—which may include natural gas, electricity, or hydrogen produced through
less GHG-intensive processes than those used today—will be extremely challenging, and
is contingent upon technologies that are not presently available.

2Suppose we cut emissions by 50%. This means we have gone from 100 units of emissionsto 50. Now, to get to an 80%
total reduction, we need to get down to 20. Getting from 50 down to 20 is areduction of 30 units, and 30 is 60% of 50.

14



Overview of Our Options

References

Bandivadekar, A., Bodek, K., Cheah, L., Evans, C., Groode, T., Heywood, J., Kasseris, E., Kromer,
M., and Weiss, M., (2008) On the Road in 2035: Reducing Transportations Petroleum Consumption
and GHG Emissions, Massachusetts I nstitute of Technology (ed.), Cambridge, MA, July 2008.

ICCT (2014). Global Passenger Vehicle Standards. The International Council on Clean
Transportation. Accessed August 20, 2014. http://www.theicct.org/info-tool s/global -passenger-
vehicle-standards

NPC (2012). Advancing Technology for America's Transportation Future. National Petroleum
Council.

NRC (2013). Transitions to Alternative Vehicles and Fuels. National Research Council Committee
on Transitions to Alternative Vehicles and Fuels.

Weiss, M. A., Heywood, J. B., Drake, E. M., Schafer, A., & AuYeung, F. F. (2000). On the Road in
2020. Energy Laboratory Report# MIT EL 00-003, Massachusetts I nstitute of Technology.

15




ON THE ROAD TOWARD 2050

16




Propulsion System and Vehicle Technologies and Their Operating Characteristics

3.0 Propulsion System and Vehicle Technologies
and Their Operating Characteristics

3.1 Context and Scope of Chapter

This chapter reviews our current assessment of the more promising vehicle and fuel
options for the future. The impacts that this report discusses—petroleum and energy use along
with greenhouse gas (GHG) and air pollutant emissions—start at the vehicle level. Here we review
realistic options for improving the relevant operating characteristics of the average new vehicle.
These include fuel consumption, acceleration capability, size, and cost; characteristics of greatest
importance to vehicle buyers and users; and how these may change over time. These are among the
primary performance numbers that determine vehicle sales, use patterns, and thus impacts. There
are many options for powertrains (engine plus transmission) or propulsion systems and vehicle
types deployed, that are either already in mass production or are showing promising market
potential. The current status and potential for improvement in all these will be reviewed and
guantified in this chapter.

The technology utilized in light-duty vehicles (LDVs), and especially their powertrains,
is always changing and improving. For example, for the last severa decades, the average specific
power of the enginesin new vehicles hasincreased at about 1.5% per year [Heywood and Welling,
2009], average specific fuel consumption has improved comparably, and air pollutant emissions
have been drastically reduced. Anticipated cost and regulatory pressures to reduce petroleum
consumption and GHG emissions are expected to intensify the pace as well as the extent of changes
in powertrain and vehicle technology. In parallel, there continues to be a compelling need to reduce
air pollutant emissions from vehicles by improving the effectiveness and durability of their emissions
controls. Reducing the cost of fuel economy improvements and emissions control technology is an
important part of this.

LDV fleets in most world regions are dominated by vehicles powered by internal
combustion engines (spark-ignition and diesel engines) that drive the vehicle through multi-gear
transmissions (automatic or manually shifted). A limited number of hybrid electric vehicles (HEV)
with both a battery/el ectric motor propulsion system and an internal combustion engine (ICE) are
now an increasing fraction of this fleet (currently, afew percent). Electric vehicles (EV) and plug-in
hybrids (PHEV) (in which the battery can be recharged from the electricity supply system as well
as by the engine) have just entered the market. Also, significant changes in the transportation fuels
supply are anticipated. Use of ethanol, mostly blended with gasoline as E10, a 10% blend,* but with
some use as E85 in flexible-fuel vehicles (FFV), has reached about 10% of the gasoline volume
consumed in the United States. Fuel options that could be produced from biomass are being
explored. If production volumes of EV's grow to become a significant part of total sales, then
electricity use in transportation will become important. Natural gasis being discussed as a potential
transportation fuel though prospects for this use of natural gas are unclear. The supply of gasoline
and diesel from oil sands and heavy oilsis aready significant (15% or more in the United States),

4In Brazil, E20 is used. In much of Europe, E5is used.
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and is steadily increasing, which, due to their higher extraction and production energy demand,
increases their GHG emissions above those of petroleum-based fuels. Thus, transportation fuels are
under significant pressure to evolve (see Chapter 6).

Table 3.1 Important propulsion system and transportation energy paths forward

1. Improving mainstream technology and fuels
« More efficient engines (e.g., turbocharged downsized gasoline and diesel engines,
charge-sustaining hybrids)
* More efficient transmissions
¢ Vehicle weight, drag, and performance reduction
 Higher-quality gasoline (e.g., octane): diesel
e Liquid fuels from tar sands and biomass (gasoline/diesel)
e Liquid fuelsfrom shale oil, coal, natural gas (future)
2. Transitioning to new energy sources
* Electricity: Plug-in Hybrid Vehicles, Battery Electric Vehicles (PHEV, BEV)
e Natural gas. (spark-ignition engines)
e Hydrogen: fuel cell vehicles (FCV)

The important propulsion system, vehicle, and fuel/energy options are summarized in
Table 3.1 under the headings of “improving mainstream technology and fuels’ and “transitioning
to new transportation energy sources.” Asoutlined in the table, these distinct categories make
sense because mainstream technology (and the fuels that such mainstream technology requires)
is deployed and used on a massive scale. Improvements in performance and cost can occur
incrementally, and deployment of better or new technology can commence in the nearer term and
penetrate the market faster than can the introduction and deployment of alternative propulsion
systems and the new forms of energy that they require. Thisis because both the new propulsion
technology and the new fuel must somehow be deployed together in a manner that allows sales
and use of these alternative vehicles to grow steadily due to their market appeal. This simultaneous
“chicken and egg” problem—introducing the propulsion system and developing its energy supply
infrastructure in parallel—has not yet been adequately resolved.

An overview of the ways in which the various vehicles with different propulsion systems
use the appropriate fuels to provide both mobility and broader functionality to usersis helpful.
Figure 3.1 shows the energy flow into and through the vehicle for atypica gasoline-engine
passenger car asit isdriven through different simulations of on-road driving. (For light trucks,
the relative energy flows are similar.) The numbers in the diagram correspond to “units of energy”
when 100 units of fuel chemical energy in the vehicle’'s fuel tank are utilized in three commonly
used US drive cycles: urban, highway, and US06 cycles. The first two cycles (weighted 55% and
45%) are used in the Corporate Average Fuel Economy (CAFE) test and regulation process. The
last isadriving cycle that incorporates higher maximum speed and more aggressive driving to
reflect current driving behavior. Ranges are given at each point in the energy conversion and use
sequence since the “resistances’ to vehicle motion (on the right side of Figure 3.1) depend on how
the vehicleis being driven (speed and acceleration), and the engine and drivetrain efficiency depend
on how the powertrain is therefore loaded: i.e., what the powertrain must provide to achieve these
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Figure3.1  Vehicle energy flowsin a standard gasoline engine with percentages of fuel
energy in the tank: top numbers = urban driving cycle; middle = highway cycle;
bottom numbers = US06 cycle [ Source: National Petroleum Council, 2012b]

vehicle speeds and accelerations. Note that if the vehicle speed and/or acceleration are low, the
engine efficiency islower but the required fuel flow rate to the engine is also low. If the speed
and/or acceleration are high, then the powertrain is more heavily loaded and its efficiency is higher
but the fuel flow rate is also higher. The vehicle's fuel use (consumption) per unit distance traveled
(km or miles) depends on all these variables—the engine’s many different operating conditions
aswell asthe driving pattern’s vehicle speed and accel eration versus time; the vehicle's weight
(itsinertia), size, and aerodynamic drag; and the rolling resistance of the tires on the road. Note
that, while the “inertia energy” islargely dissipated in braking, some of it is used to overcome
aerodynamic drag and tire rolling resistance as the vehicle slows down or coasts. Note that these
numbers are effectively normalized. They represent percentages of the fuel energy drawn from the
fuel tank. Since they arerelative, they are largely independent of vehicle size and weight. Also,
ambient conditions and context (temperature, wind, terrain, and traffic density), and degreeto
which the engine, transmission, and tires are warmed up, impact real-world driving demands and
fuel consumption or energy use.

Figure 3.1 also takes the gasoline back through the fuel distribution system and the refinery
to the “well,” tracking the amount of petroleum required to supply the fuel (in this case, gasoline)
at the refueling station. It requires some 20 units of additional petroleum energy to put 100 units of
gasoline into the vehicle's tank. This amount (115-125 units per 100 units of fuel put into the tank)
is often called the primary energy requirement. The overall well-to-wheels (WTW) vehicle-level
energy efficiency is thus about 15%.
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For several of the alternative propulsion systems, the energy flow diagram is significantly
different® For example, for EV's, the electric motor is highly efficient (up to 90%), but mechanical
energy isdissipated in the drivetrain (about 10%). Thereis electric energy dissipation as the battery
is charged and discharged (about 10% each way) and in the power electronics and inverter (about
10% in each). Thus, the propulsion system drives the vehicle at some 50% energy efficiency. But
the efficiency of electricity supply, generation, and distribution varies from about 30% with coal-
fired power stations, to about 35% in a steam power plant—50% or so with co-generation—with
natural gas, and 75% or so for renewables (wind and hydro). The overall source-to-use energy
efficiency for an EV, therefore, varies substantially depending on the electrical supply mix used in
recharging. With the current generation mix in the United States, the average overall EV energy
efficiency is about 18%.

For FCVs, thisoverall energy pictureis again different. While the fuel cell isasignificantly
more efficient energy converter than an ICE, especially at part-load, the production of hydrogen
(e.g., from natural gas through steam reforming, the current industrial hydrogen production
approach, or electrolysis of water using electricity) and its distribution and refueling requirements
result in asignificant loss of the primary energy source. Steam reforming of natural gasto provide
hydrogen for refueling FCV's loses about 45% of the original natural gas energy [National
Petroleum Council, 2012b]. Thus, when combined with an average in-use fuel-cell system
efficiency in the mid-50% range, the overall energy conversion efficiency—natural gas to on-road
fuel-cell driving—is less than 30%.

This overall WTW energy assessment indicates the challenge in reducing transportation’s
energy consumption and especialy its GHGs.

3.2 The More Promising Options

In much of the world, gasoline-engine-powered vehicles dominate the LDV parc: the
current fleet of cars and light trucks. In the past, the gasoline engines in the majority of these
vehicles have been naturally-aspirated: that is, they draw the air into the engine directly from the
atmosphere. A fraction, 10%—-15%, of these gasoline engines are now turbocharged, and that
fraction is steadily increasing.

The situation with respect to gasoline dominance in Europe is substantially different as
about half the LDV s are powered by diesel engines, which are more fuel-efficient and are already
predominantly turbocharged. In turbocharged engines, a turbocharger (a compressor and a turbine
on the same shaft) compresses the air on its way into the cylinder to increase its density, so a
cylinder of given size traps more air and can therefore burn more fuel. The turbine, driven by the
engine’s hot exhaust gases, provides the power to drive the compressor. Thus, turbocharged engines
provide more usable power per liter of displaced cylinder volume, and are more efficient than
naturally-aspirated engines because the frictional losses are lower and relatively less important.
However, turbocharged engines cost approximately $600-$1,000 more. The fraction of gasoline
engines that are turbocharged is expected to grow over time, and will become the mgjority.

SDatafor this discussion is drawn from the National Petroleum Council, 2012a and 2012b.
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Themix of ICEsin LDV salesin Europe, on average about half gasoline and half diesdl,
isdifferent due to severa factors. Primary differences are the higher cost of transportation fuels
(approaching $10 per U.S. gallon, €2/liter) and the significantly lower government taxes on diesel
fuel due to the heavy dependence of freight transport on diesel. Thus, in Europe, the higher fuel
economy of diesel vehiclesis especidly attractive. In the countries in which the tax differenceis
highest (e.g., France), the diesel salesfraction is above 70%. In countriesin which the taxes are
essentially the same (Germany, UK), the diesel sales fraction is about 40%. The diesel share of the
in-use vehicle stock in Europe is lower: close to 40%. Thus, the diesel stock shareis still rising,
steadily increasing the diesel fuel demand [ Schipper, et al., 2010]. We do not anticipate significant
increasesin diesel LDVsin the United States because taxes on fuel are much less than in Europe,
and the cost of diesel per gallon is higher than gasoline. Note that, due to its higher density, aliter
of diesel fuel contains 10%—-12% more chemical energy than gasoline.

HEV sales started in the late 1990s and now represent a small percentage of salesin the
United States and other markets. Sales grew faster when gasoline prices were rising, and more
slowly when gasoline prices were lower and more stable. Until recently, the Toyota Prius model
accounted for the large majority of hybrid sales. Other hybrid model sales have been rising over
the past couple of years, but Toyota's shareis still well over 50% [Keith, 2012].

Battery electric vehicles (BEV) and PHEV s are now being sold in several parts of the
world. The sales volumes to date are very low (and less than anticipated). However, over the next
three years, some 30 new BEV and PHEV models are expected to be offered to the public: with
both types representing half of the models [Automotive News]. FCV's (in a hybrid configuration)
have recently been offered to the public, essentially as prototypes, in very limited numbers. Several
auto manufacturers (e.g., Hyundai, Daimler, Honda, and Toyota) have announced plans to introduce
FCEVs commercialy by 2015, in limited numbers, and mainly in European countries, Asia, and in
Californiaand Hawaii in the United States, where governments are coordinating efforts to build up
hydrogen infrastructures [NRC Alt. Veh. Report, 2013]. Note that development and prototype
marketing of these alternative energy source vehicles are being encouraged through various
incentives in many countries. Examples are fuel economy and GHG emissions targets and
standards, rebates and income tax reductions, and mandates. Important factors in the United States
are California’s Zero Emissions Vehicle (ZEV) mandate, and the advantageous credits these
vehiclesreceive in the formulas used to calculate the federal government’s CAFE numbers.

The use of natural gas as a transportation fuel is now being reassessed in light of substantive
new reserves from shale rock becoming available at a significantly lower cost: about two-thirds the
cost of petroleum on an energy-equivalent basis. Use in light-duty and heavy-duty vehiclesis being
considered. The case for natural gas use in heavy-duty vehicles may have promising real-world
prospects: in light-duty, privately owned vehicles, the case is less clear and more uncertain.
Dedicated natural gas spark-ignition engine vehicles and dual natural gas/gasoline fuel vehicles are
available in the United States, but in very limited numbers. Current costs relative to standard
gasoline-fueled vehicles are several thousands of dollars higher [National Petroleum Council, 2012b].
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3.2.1 Vehicle Improvements

In this section, we provide an overview of the opportunities for reducing vehicle fuel
consumption through improvements and changes in the propulsion system and vehicle
technologies, and through better matching of the fuel characteristics with the engine's requirements.
We will start with the vehicle opportunities, since all of the propulsion system options benefit from
reduced vehicle resistances or |oads.

When an engine or other propulsion system is driving avehicle, it must provide enough
power to overcome the resistances to vehicle motion and accel erate the vehicle, aswell as
overcome the losses in the transmission and driveline. The vehicle inertia and resistances are:
vehicle acceleration F, (negative when decelerating), tire rolling resistance F, vehicle aerodynamic
drag F,, gravity when climbing a grade F (negative when descending a grade), and any braking
force F,. The power required at the wheelsto drive the vehicle (P,) is, therefore,

P, = (F+FetFo+Fet+F)S,
WhereF,=mga, , Fr = Cim,gcosa , F, = ¥2p,C,AS?, Fo = m,gsina .

S, isthe vehicle speed, a, is the vehicle acceleration, m, is the mass of the vehicle (curb mass plus
payload), C isthe coefficient of rolling tire resistance (0.01 < C, < 0.2),° and the acceleration due
to gravity, o the grade angle, p, the ambient air density, C, the drag coefficient, A, the frontal area
of the vehicle (= 0.9 X vehicle height X width).

1. Vehicle Weight Reduction

Vehicleinertiaor massisamajor factor in the vehicle “loads’ that the propulsion system
must overcome, as shown in Figure 3.1. Tirerolling resistance and the kinetic energy produced by
the vehicle's accel eration together constitute more than two-thirds of the total vehicle driving load,
except at really high vehicle speeds. Also, since aerodynamic drag scales with vehicle frontal area
(which is dependent on vehicle size), it also depends partly on weight. Thus, weight reduction
directly impacts vehicle fuel consumption: a 10% weight reduction yields a 6%—7% reduction
in vehicle fuel consumption. Weight reductions can be achieved by the substitution of lightweight
materials, redesign of the vehicle structure, and vehicle downsizing. Chapter 4 reviews vehicle
weight reduction potential in more detail.

2. Tire Rolling Resistance

Therolling resistance of the vehicle'stires and the energy used up to overcome it are
proportional to vehicle mass. This resistance (Cy in the above equation) depends on tire size, shape,
tread design, material used, and inflation pressure. Year to year, C, has been decreasing on average
by 1%—2%, and has a current value of about 0.01 [Bandevadekar et al., 2008]. We have assumed
a 1.5% per year reduction in C,, which will yield a 20%—25% reduction in 2030, corresponding
to about a 4% reduction in vehicle fuel consumption.
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Note that underinflated tires significantly increase rolling resistance. Also, while strict
CAFE requirements incentivize vehicle manufacturers to assure that low-rolling resistance tires are
fitted on new vehicles, replacement tires offer amajor opportunity for useful reductionsin the fuel
consumption of in-use LDV's. The time scale for the replacement of tiresis about three years, so
deployment of improved low-friction replacement tires could move us forward much more rapidly
than just deployment on new vehicles.

3. Reducing Aerodynamic Drag

In lower-speed urban driving, air resistance to the vehicle’'s motion is relatively modest
(about 20% in the urban driving cycle, Figure 3.1). Thisresistance is the product of the frontal area
of the vehicle A, and the drag coefficient C, in the equation on the previous page). This drag force
also scales as the square of the vehicle speed (and thus the power used to overcome this resistance
scales with the cube of speed). At 80 mph (130 km/hr), where aerodynamic drag is important, this
force istwo timesthe drag at 55 mph (88 km/hr) and the power required is three times that at the
lower speed.

A 10% reduction in drag results typically in about a 2% reduction in fuel consumption,
though obviously this fuel consumption improvement depends strongly on vehicle speed. Current
values of C, for carsarein the 0.25 to 0.29 range, and for SUV's and pickup trucks are in the 0.33
to 0.4 range [Bosch Automation Handbook]. An annual reduction going forward of 1% per year has
been assumed [Bandevadekar et al., 2008]. This gives a 15% reduction by 2030, with a
corresponding 3%—4% average decrease in fuel consumption.

3.2.2 Propulsion System Options: Engines
1. Naturally-Aspirated Spark-Ignition Engines

The naturally-aspirated spark-ignition engine is the dominant LDV engine currently in use
and sold in the United States and other world regions (e.g., Brazil, Korea, Japan, and China). The
baseline most commonly used is today’s naturally-aspirated port fuel-injected gasoline-fueled
engine with a compression ratio of between 10 and 11:1 which draws air directly from the
atmosphere past a throttle valve into the cylinder (usually at intake manifold air pressures well
below atmospheric pressure). Table 3.2 lists the key areas in which improvement opportunities are
being or are likely to be realized in such gasoline engines, with the approximate percentage
improvement in vehicle fuel consumption that results. The most important improvement areas are
engine friction reduction (through engine design changes and use of improved synthetic lubricants),
variable valve control, increasing compression ratio (with management of the ensuing more severe
knock constraint, aided by variable valve timing), and direct fuel injection (DI) into the cylinder,
with stoichiometric fuel-air ratio engine operation so that the highly effective three-way exhaust
catalyst system can be used to obtain very low tailpipe air pollutant emissions.
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Table 3.2 Gasoline engines. future improvements

Promising |mprovement Areas Fuel Consumption
Reduction

1. Further spread of recent innovations (e.g., VVT, DCT) 3%

2. Improved synthetic lubricants for lower friction 1%

3. Additiona friction reduction opportunities 3%

4. Cylinder cut out at lighter loads 4%

5. Variable valve control at full and part load 5%

6. Increased compression ratio 3%

7. Smart cooling systems for managing heat |osses better 2%

8. Direct (gasoline injection) 2%

9. Stratified GDI engine operation: Lean NO, catalyst 6%

10. Turbocharged and downsized GDI engines 8%—-12%

11. Engine plus battery system in hybrid (mild/strong) 15%—-30%

12. Stop/start (engine off at idl€) 4%

13. Higher expansion ratio engines (hybrids) 3%

14. More (7-9) gears, more efficient transmissions <10%

If al of these engine improvements are implemented, our estimate for the net reduction in
NA-SI-engine average fuel consumption (obtained by compounding these individual
improvements) is 25% by about 2030. We are interested in the average sales-vehicle NA-SI-engine
vehicle improvement. Thiswill be less than the maximum for several reasons. First, not all the
various vehicle modelsin the sales mix will have this “best engine.” Some of these technologies
will not be deployed because they do not prove to be cost effective, or are only deployed in a
fraction of these NA-SI engine models rather than “all” of these engines. Also, not every new
vehicle in any model year will have the latest technology. Since each model is redesigned every five
or six years, on average the technology will be three years old. Thus, both implementation and
deployment will be delayed. For these reasons, we have, in effect, reduced this maximum reduction
in vehicle fuel consumption (25% or so) from current vehicle levels and 2030 values, by 0.75 to
obtain a 17.5% reduction. We have used this 2030 0.75-scaling-factor to adjust all of the estimated
maximum reductions in future fuel consumptions for the mainstream technol ogy improvement
areas. These final numbers, in our judgment, represent “plausible, real world, yet aggressive’
estimates of the average future new vehicle fuel consumptions.

2. Turbocharged Spark-Ignition Engines

Anincreasing fraction of new gasoline engines are turbocharged. By raising the density
of the air entering the engine’s cylinders, the amount of fuel burned can be increased generating
significantly more torque and power from a given displacement engine. The engine can then be
downsized substantially in a given vehicle while providing the same vehicle performance (or can
be downsized slightly less for increased performance). The engine’s efficiency is increased by 10%
or more, primarily because engine friction is reduced (both in magnitude and in relative importance
because the engine's torque per unit displaced volume isincreased), due to turbocharging and
downsizing.
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Most of the technologies listed in Table 3.2 can be applied to turbocharged engines as well
as naturally-aspirated engines. However, the knock constraint on compression ratio is more severe
in turbocharged engines, so the compounding of these improvements is different. We have assessed
the average fuel consumption of atypical new turbocharged gasoline engine to be about 11%—-14%
lower than that of an equivalent performance engine. (Several other assessments agree with this
relative difference.) See Heywood (1988) for additional technical discussion.

The fraction of turbocharged gasoline engines that have been sold has been steadily increasing.
It is now about 15% in the United States, and is expected to grow over the next 20 or so years
to become the magjority of gasoline engines sold. Thus, with future gasoline turbocharged engines,
vehicle efficiencies (on a gasoline-equivalent energy-content basis) for those vehicles will approach
those of diesel vehicles.

3. Diesel Engines

The diesel engine differs from the spark-ignition engine in that it initiates combustion
through spontaneous ignition of the diesel fuel, which is directly injected into the cylinder toward
the end of the engine’s compression stroke. This spontaneous ignition occurs as the fuel jets
injected close to the end of compression rapidly vaporize and mix with the in-cylinder air, asa
consequence of the high temperature of this air produced by the engine's compression process.
This different ignition and combustion process alows several other differencesin engine design
and operation which result in the diesel engine being more efficient than the gasoline engine. For
example, it uses a higher compression ratio and the engine is always turbocharged which increases
its output and effectively increases its efficiency by reducing the impact of friction. It operates with
the airflow unthrottled, and is always “fuel lean” with excess air. In typical LDV driving, a diesel
vehicle is some 20%—-25% more efficient on an energy basis (17%—20% less fuel consuming on
a gasoline equivaent basis) than a gasoline-fueled NA-SI engine® Note also that, with volumetric
measures of fuel used (liters or gallons), diesel fuel contains more energy than gasoline (about 11%
[Nationa Petroleum Council Report, 2012b]) becauseit is adenser liquid. So on afuel economy
basis, with gallons or liters of diesel rather than gallons or liters of gasoline, the diesel vehicle
fuel economy is 33%—39% higher than that of a gasoline engine vehicle.

Several of the technology changes listed in Table 3.2 for gasoline engines are available
to improve diesel and engine powertrain efficiency. Key areas are low-friction lubricants, overall
friction reduction, combustion improvements, more efficient engine accessories, and two-stage
turbocharging, as well as six to nine gears, and more transmissions. Also, more efficient exhaust air
pollutant after treatment devices will reduce their current engine fuel consumption penalties.

5Note the distinction between fuel economy and fuel consumption. Fuel economy is more commonly used in the
United States (as miles per U.S. gallon, or elsewhere as kilometers per liter—to convert from the former to the latter
multiply by 0.425). Fuel economy scales with energy efficiency. The reciprocal of fuel economy, fuel consumption,
is often used elsewhere: e.g., in Europe, as liters per 100 km (or as gallons per 100 miles, multiply | /200 km by 2.35).
Since the fuel consumed in driving a given trip or distance is the more basic measure of fuel use, fuel consumption is
the preferred technical measure. Also, since we are discussing significant fuel use differences (on the order of 20%),
the relative changes in fuel consumption and fuel economy are not the same. For example, a 20% reduction in fuel
consumption is the same relative change as a 25% increase in fuel economy (1 + 0.8 = 1.25).
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We anticipate that the overall vehicle fuel consumption reduction by 2030 (including vehicle
weight, drag, and tire resistances) will be about 20%, slightly lessin relative terms than gasoline
engine vehicle improvements (about 22%).

The diesel engine dominates the heavy-duty vehicle freight market. In Europe light-duty
diesel vehicle sales went from about 20% in the early 1980s, to 50% or so by about 2005;
elsewhere, the diesel sales LDV fraction has been small. These factors drove the transition
in Europe: While European fuel prices are high due to higher taxes, the price of diesel fuel islower
(10%—20%) due to the fact that it has lower taxes than gasoline. Also, high low-speed diesel-engine
torque provides attractive driveability. Looking to the future, we anticipate that in Europe average
LDV saleswill remain about half diesel and half gasoline (turbocharging of gasoline engines
narrows the difference between diesel engines compared to gasoline, significantly). In lower diesel-
market-share regions, sales of diesel will only rise modestly. The diesel fuel cost is expected to rise
due to steadily increasing demand from freight transport while gasoline demand is expected to
decline. The availability of hybrids (which will be described in the next section) and their
anticipated decreasing price premium relative to standard gasoline vehicles over time will make
them a more marketable aternative and, in urban driving, alikely more attractive option.

3.2.3 Propulsion System Options: Electrification

While standard engines are primarily “mechanical and chemical” propulsion systems,
they have included significant electrical and electronic components for many years. However, we
arein anew and different phase of powertrain evolution in which electric drive is now available.
The battery-driven electric-motor propulsion system in EVsis also nothing new. But, over the
past decade or two, battery technology has developed to the point at which electric drive is now
practical. HEV s with two propulsion systems—battery plus an electric motor and an internal
combustion engine (usually gasoline fueled)—have been marketed since the late 1990s, and sales
have steadily grown. Also, following unsuccessful efforts to produce marketable pure electric
vehiclesin response to California's ZEV requirements in the mid-1990s [ Collantes and Sperling,
2008], LDVsthat use electricity as an external vehicle energy source have been developed and
produced. They are now being marketed in response to government incentives and requirements,
and there is a sense that such electrical propulsion systems are a potential longer-term option that
does not consume petroleum. Thus, PHEVs, BEV's, and FCV s with a hybrid propulsion system
architecture are now becoming available.

In this section, we review these three electrical propulsion system technologies assessing
their relative energy consumption in LDVs and their potential for improvement over time. We also
summarize their major performance and market barriers.

1. Hybrid Electric Vehicles

HEV sincorporate electrical energy storage (usually in a battery), an electric motor, a
generator, and an internal combustion engine. These hybrids are able to recover much of the vehicle
kinetic energy usually dissipated in braking (see Figure 3.1), enable the engine to be switched off
at idle, and use the two propulsion systems separately and together in ways that take advantage of
their individual strengths (e.g., the high torque of electric motors during vehicle launch from rest,
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and the higher efficiency of internal combustion engines when used intermittently at higher loads
to both recharge the battery with electrical energy, and when the vehicle needs significant power).

There are several different hybrid propulsion system architectures. The “micro” or mild
hybrid has limited electrical drive capability: usually engine stop/start and some regenerative
braking to recover vehicle kinetic energy and provide electric launch. These features can improve
fuel consumption by up to about 20%. Full hybrids (like the Toyota Prius) most commonly use
battery-motor and gasoline-engine drive separately and when appropriate, together; also, they
recharge the battery while driving with the engine through a generator. The power split
architectures so far are the more popular and provide about a one-third fuel consumption reduction
in urban driving (but they are the most expensive approach). A somewhat simpler hybrid concept,
the parallel two-clutch system or P2 hybrid has independent mechanical and electrical drives that
are connected via a clutch. These are |ess expensive than the power split system, but are also less
efficient (providing a one-quarter fuel consumption improvement). These improvement numbers
vary with the detail s and with the vehicle driving patterns, and are thus representative. The
reference baseline is the standard naturally-aspirated gasoline engine. We anticipate that the hybrid
cost premium relative to standard-engine vehicles (now about $5,000, and depending on the vehicle
and thus “engine” size) will decrease over time, maybe by up to about 50% over two decades.

We anticipate that the full hybrid's fuel consumption, relative to the NA-SI gasoline engine, will
decrease over time, aso.

The technical evaluations that we and others have done offer a comparatively optimistic
assessment of the potential for the HEV. Since thisis arelatively new technology, thereis reason
to believe that continued improvement relative to the conventional technologiesislikely. These
improvements are expected to result largely from improved vehicle integration, which allows for
more tightly optimized control of the engine’s operating conditions. In addition, due in part to
economies of scale and in part to the anticipated significant reductions in the cost of high-power
batteries, the incremental costs of the hybrid are expected to decrease relative to conventional
technologies. While questions have been raised about the robustness of the hybrid vehicle's fuel
consumption benefits to both high accessory loads and aggressive drive cycles, these problems are
likely to become less important with continued technological development and seem to have been
overstated in thefirst place.

A technology that has already enjoyed market success and is penetrating the market in
modest and growing numbers, the hybrid vehicle faces the least technical risk and the greatest
leverage for reducing petroleum and GHG emissions in the near term among the newer
technologies under evaluation. The hybrid’s primary drawback is that, because it continues to
derive all of its power from gasoline, it isinherently constrained in terms of both petroleum and
GHG emission reductions by the extent to which low-carbon biofuels are deployed [Kromer
and Heywood, 2013].

2. Plug-in Electric Vehicles

The standard HEV has the battery energy storage capacity to drive for afew miles using
electricity. The electric drive range can, of course, be extended with alarger capacity battery, which
makes direct recharging of the battery from the electric grid feasible. This propulsion system is
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termed a PHEV, a plug-in hybrid electric vehicle. The major challenges are battery size, weight,
and cost. The opportunity is that the cost of electricity (without any road/gasoline tax) is
significantly cheaper than gasoline or diesel; however, GHG emissions from the current electricity
supply system are only about one-third lower per electric mile than per gasoline mile.

Several PHEV concepts with various “all-electric” range are now being offered. Two broad
categories of PHEV architectures are being sold or are in development: the “strong” HEV with a
larger capacity battery e.g., the Toyota Prius with a 10-mile electric drive range, though the system
isusually used in a blended rather than bi-modal manner, and the extended range electric vehicle
(EREV), e.g., the Chevrolet Volt model which has about a 40-mile electric range with afully
charged battery pack. The internal combustion engine in these EREV systems, which primarily
recharges the battery pack through a generator, either does not drive the vehicle mechanically or
does so only occasionally. The most advantageous extent of the electric drive capacity and the
optimum overall system architecture are still being explored.

A few PHEV models are now being offered to the public. Overall, sales are modest
(afraction of 1%) since the cost premium is high (some $10,000) and recharging options are
limited and slow.

However, by 2016, it is anticipated that some 40 PHEV or full BEV models will be
on sale to the public with about half of these utilizing the plug-in hybrid propulsion system
[Automotive News, 2013].

While the “al-electric range” of these vehicles lists the maximum number of electrically
driven milesa PHEV can travel in asingle trip, the fraction of total vehicle milestraveled using
electricity is more complex. This depends on the distribution of trip lengths that the PHEV drives,
the recharging opportunities and how these are used, and the user’s access to another (conventional)
vehicle. Studies have estimated the so-called utility factor—the percent of vehicle miles traveled
using electricity—as a function of a PHEV’s all-electrical range. A set of resultsis shown in
Figure 3.2 [National Petroleum Council, 2012b]. The utility factors for a PHEV-10 (e.g., aparalel/
series design with up to 10 miles of driving in all-electric mode) and a PHEV-40 (a PHEV with
a series architecture with 40 miles of all-electric drive) are highlighted. Several additional
assumptions are needed to accurately read the results. The utility factor for the PHEV-10 varies
from 27% to 50% over the spectrum of only home-based charging to recharging everywhere (home,
work, and commercial locations). For the PHEV-40, the equivalent spectrum spans 65%—-80%
[National Petroleum Council, 2012b]. Recent field experience with Toyota's Prius PHEV-10 with
predominantly home charging indicates a utility factor of some 30% (see Chapter 8), consistent
with the findings listed here.

The PHEV offers a promising opportunity to reduce petroleum consumption to alevel of
about half of that offered by the hybrid vehicle. In addition, while the PHEV’s GHG emissions
from the current electricity supply system does not project that significant a benefit, they offer a
continuous path for incremental improvement through steady decarbonization of the electric power
sector—an opportunity that does not exist for the hybrid vehicle. Moreover, because the PHEV can
significantly reduce the fleet’s petroleum requirement, it mitigates the scale constraint on biofuel
deployment. Whereas biofuels might be able to meet 20% of the transportation energy requirement
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Figure3.2  Utility factors (percent of vehicle milestravelled using electricity) for various
charging scenarios, as afunction of the vehicle’'s all-electric driving range
[Nationa Petroleum Council, 2012b]

Source: Electric Power Research Institute analysis, based on datain National Household Travel Survey, 2009

in an NA-SI dominated fleet, they could conceivably meet alarger fraction of the petroleum
requirement in hybrid PHEV-dominated LDV fleet.

In essence, successful deployment of the PHEV creates a flexible pathway to GHG
reductions. Transportation-sector CO, decreases may be pursued by either reducing the emissions
rate of the electric grid or by increasing the fraction of low GHG-emitting biofuels. Varying the
vehicle's electric range offers an additional element of flexibility for increasing the projected GHG
benefit. While the base-case projection for GHG emissions does not change substantially for
PHEV s with different ranges, the relative contribution from electricity and petroleum varies a great
deal. Should the emissions rate of the electric grid improve significantly, a shift to higher electric
range vehicles could be justified.

At the same time, the PHEV is aless cost-effective way to reduce petroleum and GHG
emissions than the hybrid (particularly in the near term). Also, due to its higher upfront cost, it will
have a harder time penetrating the market. The PHEV faces greater technical and infrastructure risk
than the HEV. While the HEV is already enjoying growing market success, the PHEV still requires
significant improvements in battery technology to meet the rigors of an automotive duty cycle and
market price demands. In addition, while the infrastructure for supporting HEV s is already mature,
deploying the PHEV at scale will require electricity production and distribution capacity expansion.
While the infrastructure issues represent arelatively low barrier to deployment, the technical
challenges for the PHEV will delay its time to market.
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3. Battery Electric Vehicles

Pure BEV s do not have an engine on board; only a battery pack, electric motor, power-
controlling electronics, and a propulsion system. No engine is a significant technical simplification,
an inherent benefit. However, there are many major challenges including battery size, weight,
cost, and durability; the range limitations of affordable size battery packs (some 100 miles); and
recharging times. Range is extremely sensitive to ambient temperature through the variations in
vehicle heating and cooling requirements, which can substantially draw down the battery energy.
Also, battery recharging times are long due to practical electrical power distribution constraints,
and are essentially independent of the specific battery technology. This last issue is much less
discussed than the others.

Note that gasoline-fueled vehicles are refueled for the next 400 miles of driving in 5-10
minutes (2040 gallons). When refueling, the chemical energy flow rate into the vehicle is about
10 MW! A home-based electricity recharging system at 1.5 kW (Level 1 charger, 120 V) for 8 hours
provides the battery energy for some 25 milesin a compact-size electric vehicle. The industry is
standardizing on three charging levels (Level 1, low power, 120 V AC, up to about 1.4 kKW for
homes; Level 2, 240V AC, from 3 kW up to 19 kW; Level 3, fast charging, 200450V DC, up to
90 kW). Even with afast charger, a PHEV-40 would need about one hour for afull battery charge.
[National Petroleum Council, 2012b]. Recharging times, which are primarily constrained by the
electricity distribution infrastructure, not the technology of the battery, are thus a major issue
impacting pure EV use and market appeal.

It is generally agreed that the Lithium-ion (Li-ion) battery will be the battery of choice for
EVsfor the nearer-term future. Several Li-ion chemistries are being investigated and developed for
future EVs. Asyet, Li-ion batteries do not offer an attractive enough combination of energy density,
power capability, durability, safety, and cost. Note that batteries for PHEV's and BEV's are optimized
primarily for high-energy storage and low cost. HEV batteries are optimized for high power delivery
and may thus differ (though a shift from nickel-metal-hydride chemistry to Li-ion is occurring)
[National Research Council, 2013].

Over much of the time horizon in question, the PHEV appears to be a more viable
technology than the BEV for mass-market consumers. It is often assumed that a BEV with a
200-mile electric range is needed to approach the level of utility expected by the consumer and
offered by other technologies. Even with this limited driving range, the EV islikely to be priced at
an OEM cost increment of over $10,000—far greater than what has been projected for any of the
other vehicle technologies. Even with optimistic future battery cost projections, the incremental
cost of the BEV sits at the high end of projected future propulsion system technology costs
($7,000 or so), and this optimism regarding cost projections would presumably carry over to the
other technologies. In addition, due to the weight of the battery pack, the BEV is projected to offer
less GHG and energy reduction than the FCV, HEV, or PHEV.

While the BEV may be recharged from home, this does not address the range limitation
on long car trips, and would likely require the installation of dedicated higher-power (220 V, 50A)
charging outlets for residential recharging. As such, atransportation system based around the EV
would require the deployment of an electric refueling infrastructure to address the driving range
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and recharging time limitations—a task that, while less daunting than deploying a hydrogen
infrastructure, is still asignificant challenge. While there is already an electricity distribution
network in place (the electric grid), there are few electric fueling stations.

These barriers are in stark contrast to those posed by PHEV's. The PHEV offers much
of the petroleum reduction benefit of the BEV and greater near-term CO, and energy benefit at
significantly lower cost. It requires less additional infrastructure than the BEV, is not range-limited,
and could be driven in the same way as a conventional vehicle whereas, the BEV is expected to be
driven less.

Thisanalysisis not meant to infer that the BEV cannot enter and be successful in the
light-duty vehicle market as a niche vehicle (for example, as a commuter car or asa“green” sports
or luxury car), but rather that the technical and use challenges are too formidable for the BEV to
succeed in the mass market in the next several decades. Over alonger time horizon, severe GHG
emissions and resource constraints may eventually necessitate a transportation system that uses
mostly all-electric vehicles.

4. Fuel-Cell Vehicles

The hydrogen fuel-cell vehicle (FCEV) is an all-electric vehicle in which the electric power
comes from afuel-cell system fueled with onboard hydrogen. FCEV s are usually configured as
hybrids and use a battery for capturing regenerative braking energy and for supplementing the fuel
cell output as needed. Power electronics manage the flow of electrical energy from and to the fuel
cell, battery, and electric motor.

The fuel cell system consists of afuel-cell stack and supporting hardware usually known
as the balance of plant (BOP). The fuel cell stack effectively operates like a battery pack with the
anodes fueled by hydrogen and the cathodes fueled by air, where the hydrogen is oxidized to water,
and the hydrogen’s chemical energy isreleased as electrical energy. The BOP consists of equipment
and electrical controls that manage the supply of hydrogen and air to the fuel-cell stack and support
its thermal management. The vehicle isfueled with hydrogen at a fueling station analogous to a
gasoline fueling station, and the hydrogen fuel is stored on the vehicle as acompressed gasin a
high-pressure storage tank.

The key advantages of FCEV's are: High energy conversion efficiency and the fact there
are only water emissions. There are no vehicle GHG or criteria pollutants emissions. Two recent
studies provide up-to-date reviews of FCEV systems and hydrogen production options [National
Petroleum Council, 2012b and National Research Council, 2013]. Our summary below has drawn
extensively on these two sources. Our group’s most recent work on fuel cells was completed by
Kromer, 20062008 [Kromer and Heywood, 2008].

Hydrogen can be produced from various energy sources. It is currently produced
industrially from steam reforming of natural gas. It could be produced from electricity viawater
electrolysis. Some of the sources could potentially be low carbon-emitting or use renewable energy.
Adding hydrogen vehicles into the mix could move our transportation system away from near-total
reliance on petroleum with minimally compromised vehicle-on-road functionality: e.g., a 300-mile
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driving range, and only somewhat more complex refueling. The key challenges facing FCEV s are:
adequate fuel cell stack durability; system cost reduction and achieving higher efficiency; the
availability of hydrogen fuel while few FCEV s are on the road, and the production and distribution
of hydrogen at competitive costs (see Chapter 6). The latter two issues create aformidable
“chicken-and-egg” problem for which convincing build-up and transition strategies have yet to be
proposed.

Several companies (Hyundai, Daimler, Honda, and Toyota) have announced plans to
introduce FCEV's by 2015 in limited numbers, and mainly in Europe, Asia, California, and Hawali
where governments are coordinating efforts to start building up a hydrogen infrastructure.

Fuel-cell stacks used in automotive applications are of the polymer-electrolyte membrane/
proton-exchange membrane (PEM) type. Since PEMs operate at moderate temperatures, they are
suitable for the periodic and transient aspects of on-road vehicle use. Precious metal catalysts
(primarily platinum) are needed to promote the hydrogen/oxygen reaction that generates electricity
in the fuel cell stack. Substantial improvements in stack durability, specific power, and cost have
been realized over the past two decades. For example, stack lifetimes of 2,500 operating hours of
driving (equivalent to approximately 75,000 miles) have been demonstrated in on-road vehicles,
and current developments indicate that this can be more than doubled in the future.

The BOP consists primarily of mature technologies for the management of fluids and
thermal energy. Significant improvementsin efficiency and cost are anticipated from continuing
simplifications in BOP design. Further reductionsin the cost of fuel cell systems are expected to
result from downsizing associated with improved stack efficiency and faster stack transient response.

Fuel-cell system efficiency measurements for representative FCEV s at several steady-state
operating points show high-energy conversion efficiencies. FCEV sincorporating fuel-cell systems
with efficiencies, fuel storage capacity, and the vehicle resistances due to weight, aerodynamic
drag, and tire rolling resistance are at the lower (better) end of their ranges, are currently capable of
200 to 300 miles of real-world driving before refueling. Thiswould realize an average energy
conversion efficiency over twice that of a comparable-performance conventional | CE vehicle with
comparable performance. For example, the 2011 Honda Clarity gasoline I CE vehicle fuel economy
is 27 mpg, while the FCEV equivalent fuel economy exceeds 60 mpg (both adjusted on-road fuel
economy values) [National Research Council, 2013].

Projected costs for high volume production of fuel cells have dropped steeply since 2010
as the technology improved to close to $5/kW for the fuel cell system. The fuel-cell stack generally
accounts for 50%—60% of the system costs. Projected (future) cost estimates are very sensitive to
anticipated production volumes.

Onboard hydrogen storage costs are a significant element in the overall cost. Compressed
gas at 5,000 pound force per square inch (psi) (35 MPa) or 10,000 psi (70 MPa) has emerged as the
primary onboard hydrogen storage technology for FCEV's, because it is a well-proven technol ogy.
The compressed gas storage capacity and the vehicle driving range are limited by the volume and
cost of tanks that can be packaged into light-duty vehicles. Driving range of over 300 milesis
expected to be achievable in the future. Carbon-fiber reinforced composite (CFRC) tanks have been
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employed to achieve sufficient strength at manageable weight. Cost projections for representative
usable hydrogen storage systems are $2,900 for 35 MPa maximum hydrogen pressure, and $3,500
for 70 MPa [National Research Council, 2013].

Overall, over the next two decades, the primary focus of fuel-cell system technology
development islikely to be on continuing the cost reduction progress of this past decade. Several of
the major automobile companies express their judgment that the fuel-cell propulsion system isthe
most promising option for larger light-duty vehicles in a non-petroleum based, longer-term
passenger vehicle transportation system.

In summary, the FCEV has the potential to dramatically decrease the transportation system’s
GHG emissions and its reliance on petroleum, but these vehicles require the deployment of anew
fueling infrastructure and must still overcome a number of daunting technological obstacles. These
long-term challenges revolve around devel oping fuel-cell technology that can withstand the rigors
of an automotive duty-cycle, and that allows for a driving range of more than 300 miles. While
these challenges are significant, it isimportant to recognize that the fuel cell isanew technology
that has improved markedly in the last decade: a key question is whether this rapid development
can continue.

How to develop hydrogen production paths that allow the FCEV to fully realize its potential
for near-zero GHG emissions and fossil-fuel consumption is not clear. Natural gas feedstocks are
likely to offer the cheapest and least-polluting hydrogen production pathway for decades. However,
this begs the question of whether a hydrogen-fueled transportation system will trade reliance on one
fossil fuel (petroleum) for a different one (natural gas). The “better” alternatives to steam reformed
natural gas as the source of hydrogen are not yet apparent. In addition, while the current fuel-cell
propulsion system requires significantly more energy to manufacture than hybrid, plug-in hybrid, or
Naturally-Aspired Spark Ignition (NA-SI) and Turbo Charged Spark Ignition (TC-Sl) systems, this
negative may decrease in the future as the technology matures. Thisis an important factor in
considering how close the well-to-wheel GHG projections are between the different advanced
vehicle technologies [National Petroleum Council, 2012a, 2012b].

Even with successful and rapid development of vehicle fuel-cell technology, the scope of
the challenge associated with deploying a brand-new technology and fueling infrastructure is such
that it will take along time for the fuel cell to penetrate the market in large numbers.

5. Vehicle Electrification: Summary

Electric powertrains offer important improvements relative to conventional |CE options
in terms of both petroleum consumption and GHG emissions. However, these improvements come
at significantly increased cost, and with various barriers to entering the market in large numbers.
Table 3.3 summarizes the important technological challenges to deploying these different vehicle
technologies: HEVs, PHEV's, BEV's, and FCEVs. This table has been developed from an extensive
discussion of priorities for technology investment in the National Petroleum Council (2012a) report
referenced in the table. It isincluded here to provide some perspective of the current state of
development of the alternative powertrain technologies and their fuel supply requirements.
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Table 3.3 Major hurdles to market acceptance of promising propulsion system, vehicle
and fuel options’

Technology Difficulty
(Hurdle)
Light-Duty Vehicle Mass-market lightweighting (cost, driveability) High
Technology Low rolling-resistance tires (cost) Medium
Internal Combustion | Mass-market acceptance of changes that impact Low
Engines driveability (e.g., turbocharging, stop/start)
Electric Vehicles Battery energy density and cost High
Battery degradation and longevity High
Refuel time (time required to charge battery) High
Low GHG emitting electricity supply High
Hydrogen/Fuel Cell Hydrogen compression and storage technology High
EV Fuel cell degradation and durability High
Low GHG emissions hydrogen supply and High
distribution
Biofuels Land use change impacts High
Biochemical hydrolysis Medium
Gasification cleanup and conditioning Medium
Upgrading of pyrolysis ail High
Lignocellulose logistics/densification Medium
Natural Gas Direct injection for light-duty compressed High
natural gas (CNG) vehicles
Incorporating gasoline powertrain and platform Medium
Natural gas refueling system Medium

High hurdles range from basic research to technology demonstration. These hurdles require
invention or have high uncertainty.

Medium hurdles range from technology development to demonstration. A pathway for
success has aready been demonstrated and tested, but sustained effort is required to achieve wide-
scale material volumes.

Low hurdles range from systems commissioning to operational. These hurdles have minimal
or no barrier to wide-scale material volumes.

Our judgment is that the HEV share of new vehicle sales will grow, moderately but steadily,
as the cost premium relative to improved gasoline engines (naturally-aspirated as well as
turbocharged) is reduced, and improved and more sophisticated system integration occurs. As
battery technology improves significantly, a part of this HEV growth will transition to growth in
PHEV vehicle sales. First, however, the PHEV vehicle technology will need to successfully emerge
from a 5-10-year gestation period in which the current “ prototype production PHEV'S’ steadily
become less expensive and more attractive through real-world-use experience, and the further

"Developed from Chapter 4, National Petroleum Council Report (2012a) Advanced Technology for America’s
Transportation Future: Part One, Integrated Analysis.
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development that engenders. Thus, we anticipate any significant growth in PHEV salesto be at
least a decade or so in the future. In our view, these are not pessimistic judgments: rather they are
plausible paths to lowering petroleum consumption and GHG emissions over time recognizing the
real-world constraints in this largely market-driven, very large-scale vehicle deployment and use
arena. While directionally thistrend islikely, its rate of progress and ultimate extent are, as yet,
uncertain.

Our view of BEVsisthat the challenges of significantly higher vehicle costs and real-world
driving-range limitations coupled with long recharging times inherently limit the market appeal of
this technology. It currently appears to be a niche market for a modest number of specialty vehicles.
It isunlikely to be amajor “transformation path” for LDV's, because its evolution would need to be
accompanied by major GHG emissions reductions from the electricity supply sector to be attractive.

The prospects for fuel-cell (hybrid) vehicles are promising but still uncertain. While the
fuel-cell vehicleis some two to three times more energy efficient than the standard gasoline-engine
vehicle, on aWTW basis, without practical low GHG-emitting hydrogen supply and distribution,
the benefits are significantly reduced. The production and distribution of hydrogen and vehicle
refueling entail significant losses of primary energy. Even with natural gas as the feedstock (with its
lower carbon to hydrogen ratio), the reduction in WTW GHG emissions, of afuel-cell hybrid
vehiclerelative to naturally-aspirated gasoline engine vehicle GHG emissions, is, by our estimates,
about 30% by 2030. Initially, FCEV's are expected to cost some 1.4 times more than an equivalent
gasoline NA-SI vehicle. FCEV costs are expected to come down and become closer to mainstream
technology options. On afuel cost-per-mile basis, hydrogen could be produced at scale at a
comparable price to gasoline. However, a large-scale future for fuel-cell vehicle technology is by
no means certain. Significant and sustained investments by industry and government are required
for this potentially transforming pathway to achieve commercial success [Nationa Petroleum
Council, 2012b, Chapter 15].

3.3  Propulsion-System in Vehicle Operating Characteristics

Thisreport isfocused on the options available for reducing future petroleum consumption
and GHGs from the in-use LDV fleets in various major world regions. This chapter has focused
on the relevant operating characteristics of the propulsion system options at the vehicle level.
Obviously, the deployment rates of these various propulsion systems, over time (described in
Chapters 7 and 9, are at least as important. Fuel consumption and GHG emissions are the vehicle
characteristics that are critical as we assessimpacts. Several other attributes also need to be defined:
e.g., vehicle weight, size, acceleration performance or capability; vehicle type and its specific
functions (e.g., passenger car, pickup truck); driving range; refueling/recharging time; and cost.
The attributes that significantly affect the vehicle's fuel consumption are summarized here (and are
also discussed in subsequent chapters).

Our scenario studies of different world regions require (as inputs) the actual fuel (or energy)
consumptions (liters/100km, MJkm) of the several different technology propulsion system vehicles
likely to be sold in each future model year. For example, afull HEV typically has a 30% lower fuel
consumption than an equivalent NA-SI engine. The fuel consumption of both of these new HEV
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and the NA-SI vehicles improves over time at roughly comparable relative rates (note that most of
the vehicle-based improvements are common). Figure 3.3 shows our current assumptions as to
new-vehicle relative fuel consumptions for the different propulsion systems, with current new
vehicles (cars) labeled as 2010, and new vehiclesin 2030 and 2050. The technol ogy-specific values
listed have been normalized by the current NA-SI vehicle which is thus 1.00. These normalized
values are obtained from estimated actual fuel consumptions (gasoline equivalent liters/100 km) or
energy consumption (electricity kWh/km or hydrogen kg/km) with appropriate unit conversions.
For each year, the ratios of the individual technology numbers are comparable but not exactly the
same, as aresult of modest differences in assumed improvement rates. Note that the differences
between vehicles with different propulsion systems are substantial (so the sales mix and its evolution
over time are important). As also are the anticipated improvements of each propulsion system over
these several decades. Note that these are “vehicle fuel tank to wheels’ values (or battery recharging
energy to wheels values for BEV's) and do not include the energy supply (well-to-tank) component
of energy demand which is needed for broader consumption and emissions evaluations.

The values given in Figure 3.3 assume that the vehicle's size and accel eration performance
are held essentially constant. If the average-vehicle size (and thus its weight) changes, so will its
fuel consumption. If its performance/accel eration capability increases (as has been the historical
trend), so will its fuel consumption increase and worsen. We use a parameter—Emphasis on
Reducing Fuel Consumption (ERFC) to quantify this latter trade-off. ERFC is the ratio of the actual
reduction in fuel consumption over a given time period to the (potential) reduction over the same
time period if other attributes (primarily vehicle size and acceleration capability) remain unchanged.

Relative Fuel Consumption
(gasoline equivalent)

2010 2030 2050
Conventional Gasoline [l Turbocharged Gasoline Diesel [l Hybrid-electric Gasoline
B Plug-in Hybrid (gasoline miles) [l Fuel Cell HV Battery EV

Figure3.3  On-road fuel consumption of the different propulsion system passenger cars
relative to a current naturally-aspirated gasoline engine vehicle in 2010, 2030,
and 2050. Light trucks have closely comparable relative values when normalized
by current average NA-S| gasoline engine value
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We have used various methodol ogies to evaluate and project ERFC based on vehicle weight, size,
and acceleration information [see Chapter 5, and Boldek and Heywood, 2008; Cheah et al., 2008;
Bastini et al., 2012; and MacKenzie and Heywood, 2012].

While “vehicle size” is held constant across different propulsion technologies and over time,
vehicle weight is not. We normally use the Environmental Protection Agency’s (EPA) definition of
vehicleinterior volume for size. The interpretation is not straightforward; therefore, “constant size”
can only be implemented approximately. In Figure 3.3, the assumed average weight reduction by
2030 is 15% lower than today’s vehicle (reduction is closely comparable for cars and light trucks).
From 2030 to 2050, an additional 15% is assumed giving close to a 30% reduction (at the same
vehicle size and acceleration capability).

In our assessment and scenario studies, actual fuel consumptions for these different
technology average-new-vehicles are required. These are usually obtained by multiplying these
relative fuel consumptions by the actual on-road fuel consumption of the current average new
standard-NA-SI gasoline-engine vehicle. For the United States, the on-road fuel consumption (FC)
for the new car salesmix in 2010 was 26 mpg (FC was 11 liters/100 km) and for light-trucks was
20 mpg (FC was 14.3 liters/100 km). The combined on-road value was therefore 22.8 mpg (FC
of 12.6 liters/100 km) [National Petroleum Council, 2012b]. Thisis close to the sales-weighted
combined 2010 fuel economy of 22.1 mpg that is listed in the EPA Fuel Economy Guide. This
EPA-based sal es-weighted new vehicle fuel economy had improved to 24.7 mpg (FC of 11.6
liters/100 km) by the 2013 model year. In Europe, the corresponding current average-sales-vehicle
mpg value is 33: The fuel consumption is 8.7 liters/100 km (gasoline equivalent liters).

We use our recent scenario studiesin the U.S. context to illustrate the impact of increasing
vehicle performance. It has become especially important as a consequence of the ongoing transition
from naturally-aspirated to turbocharged gasoline engines which is anticipated (over time) to be
extensive. If an NA-SI engineisreplaced by a (downsized) TC engine in agiven model, the extent
of downsizing can be determined by the manufacturer to provide both increasesin vehicle
performance and fuel economy. In the competitive light-duty vehicle market, thisis an attractive
option. Also, since there is a distribution among the many vehicle models available in their
acceleration capability (a spread from about 7 to 11 seconds in 0—60 mph, [0-97 km/h], times. see
Chapter 5), there will always be market pull to increase the acceleration capability of the slower
portion of this distribution. Figure 3.4 shows average 0-60 mph (097 km/h) acceleration time data
(from 1990 through 2010) extrapolated to 2030, suggesting that close to a 10% reduction (average
time of 8.1 secondsin 2013, to 7.4 seconds in 2030) could be anticipated before average vehicle
performance increases essentially taper off. Our scenario studies [Cheah et al., 2008 and Bastani
et a., 2012b] indicate that such a 10% decrease in acceleration time corresponds to an ERFC value
in 2030 of about 80%. Figure 3.5 [Cheah et a., 2008] shows that this corresponds to an increase in
relative fuel consumption of close to 10% (from 0.7 to 0.77 in 2030). We also assume that by 2050,
ERFC has asymptoted to essentially 100%.
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Figure3.4  Salesweighted average 0-97 km/h (0—60 mph) acceleration times cal culated
using our model, method of Maliaris et al. (1976), and averages reported by EPA
(2010)

The impact of these appropriate adjustments is summarized in Figure 3.6 which shows
relative and absolute fuel consumptions for the average car and average light truck for the different
propulsion system vehicles out to 2050. (We have assumed that the relative fuel consumption
values for cars and light trucks are closely comparable.) Annual fuel consumption improvements
(reductions) of between 1.5% and 2% per year for each of the different propulsion technologies are
projected over this 40-year period. The fuel consumption of light trucks is about 20%—-30% worse
than cars (which currently are about 500 kg (1,100 Ib) lighter) 2 Our judgment is that newer
technologies (hybrids, fuel cells, batteries) will progress at a more rapid relative pace over the
earlier portion of this period. However, our assessments indicate that these differences, while not
insignificant, are modest. Notethat al of the numbersin Figure 3.6 incorporate an increasein ERFC
from some 50%—60% currently, to 80% in 2030, to 100% in 2050. This reflects a modest increase
in average acceleration capability (about 20% over the next 20 years or so). Note that the energy
consumption rates of FCEV's and BEV s have not been discounted by the roughly 10% degradation
of the IC engine (and HEV) powertrain vehicles.

These fuel consumption numbers are the (relative or absolute) average fuel consumptions
of the new cars or light trucks sold in a given year, with different technology propulsion systems.
They are tank-to-wheels (TTW) values and not WTW values. These numbers are based on
engineering analysis as well as judgments, as summarized below. They are generated expecting
that policies and regulations will push the development of fuel economy/GHG reducing technol ogy,
but not including demand-specific policies. We assume that petroleum prices will rise over time,
but not become really high, for the next few decades.

8Average curb weight for carsis currently just over 1,625 kg (3,600 Ib) and for light trucksis 2,150 kf (4,700 Ib).
Weight reductions are estimated to be up to about 20% from 2010 to 2030.
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Figure3.5  Trade-off between acceleration performance (0—60 mph acceleration time),
vehicle weight, and fuel consumption for the average passenger car and light truck
[Cheah et al., 2008 and Bandivadeker et al., 2008]
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Figure3.6  Average on-road vehicle fuel consumption relative to current NA-SI engine
vehicles: improvements out to 2050 (tank-to-wheels, based on common fuel
or energy units); cars and light trucks average value scales on right
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We characterize these as “realistic, yet aggressive” on-road average fuel consumption
values that are neither overly optimistic nor pessimistic. They incorporate degrading factors for the
near- to mid-term due to modest increases in vehicle performance. For our assessment, the average
new vehicle technology lags the “ best feasible technology vehicle,” as has been explained above.
Other recent studies [National Research Council, 2013 and National Petroleum Council, 2012a, b]
have carried out similar assessments of future vehicle characteristics. It is difficult to make detailed
comparisons to check consistency because methodol ogies and assumptions differ and are not
aways defined. Our anticipated future fuel consumption improvements are close to those of the
National Petroleum Council study. Our findings are not as optimistic as the National Research
Council Transitions to Alternative \ehicle and Fuels, but the differences with their mid-range
projections are not that large (the NRC study assumed vehicle performance remained constant,
and stated that a strong regulatory environment would be needed to achieve their values).

3.3 Improvement Potential at the Vehicle Level
3.3.1 Overview

In the previous section, we developed the basic fuel consumption values for several
different propulsion system in-vehicle options. These are particularly useful as relative fuel
consumption values for new vehicles as afunction of propulsion technology and time. These
relative values and how they change, are closely comparable for different sizes and types of
vehiclesin the various major world regions, with similar assumptions about the technologies
involved and how they combine and progress. This “self-similar” characteristic is not exact, but,
given the uncertaintiesinvolved, it is usually an appropriate assumption. In this section, we broaden
our characterization of the attributes of the average vehicle for both cars and light-trucks (the U.S.
definition is SUVs, crossover vehicles, vans, and pickup trucks), and provide a more complete
vehicle and fuel life-cycle assessment. We will quantify petroleum-based fuel consumption, ethanol
biofuel use, overall energy consumption, and GHG emissions, all at the average new-vehicle
level. We incorporate reductions in the vehicle resistances (weight, drag, rolling resistance);
improvements in engine-plus-transmission in-vehicle efficiencies; fuel supply and distribution
impacts; and the vehicle production cycle, from manufacture to assembly and sales.

These vehicle fuel consumption, energy use, and GHG emissions values are taken from
our own work, and were augmented by values for key parameters taken from two recent U.S.
reports. the National Petroleum Council’s report (2012a, b) Advancing Technology for America’s
Transportation Future: Part One, Integrated Analysis, and Part Two, Fuel and Vehicle System
Analysis and the National Research Council’s Report (2013) Transitions to Alternative Vehicles
and Fuels.

Aswe add fuel supply alternatives (WTT) to our vehicle use analysis (TTW), the derivation
of impact parameter values such as fuel consumption (liters/100 km, the inverse of fuel economy,
mpg) and GHG emissions grams of carbon dioxide (gCO,) (equivalent)/km, become more complex.
While gasoline and diesel fuel supply from petroleum extraction, refining, and distribution are
relatively well defined, they are not well defined for the alternative fuel/energy sources. For these
aternatives, while there are several energy source and fuel-producing supply and distribution
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options, the most promising approaches have yet to be defined and configured. The “greenness,”
the level of GHG emissions of the WTT component, is akey issue in assessing the overall potential
benefits and impacts for an alternative fuel/energy source and its associated propulsion

system technology.

3.3.2 Average Fuel Consumption and GHG Emission Levels

The numbersin Tables 3.4, 3.5, and 3.6 that follow need to be characterized by an
explanation of “what these fuel and energy consumption and GHG emissions numbers for the
average new vehicle (which embody specific propulsion system vehicle technologies, and for WTW
assessments, the fuel or energy source), are intended to represent.” These values are, of course,
assumption dependent. As explained earlier, we characterize our vehicle performance numbers as
“realigtic, yet aggressive” average on-road numbers. We judge that these numbers are optimistic,
but not overly so. We inherently assume that the policy environment (fuel economy/GHG emissions
requirements, fuel/carbon tax increases, etc.) continues to prompt continuing change as we move
into the future. These numbers incorporate improvements in engine and transmission (propulsion
system) drive efficiency, reductionsin aero drag, tire rolling resistance, vehicle weight (and size)
reductions, and some (10%) increase in acceleration performance over time. They represent the
average new vehicle sold in a given year and not the best new vehicle sold. Real-world degrading
factors are included: e.g., not all feasible technologies will be deployed in all vehicles and vehicle
content (features) and auxiliary loads will increase over time following recent history. For a given
propulsion system technology, the improvements (in TTW fuel consumption and WTW GHG
emissions) over the period 2013 to 2050 correspond to between 1.5% and 2% per year, compounded.
Thisisroughly 30%-50% faster than the historical record, which is 1%-1.5% per year.

Table 3.4 lists the projected new car and light truck on-road fuel consumptionsin liters
of gasoline equivalent per km (to obtain equivalent miles per gallon, divide 237 by the fuel
consumption in liters/100 km). The actual numbers are on-the-road values for cars and light trucks
in the United States, with a*current combined” value of 10.7 (2010) to 9.6 (2013) liters/100 km,
22.1t0 24.7 mpg?® [ Schoettle and Sivak, 2013]. The corresponding CAFE test numbers are 8.65 (2010)
and 7.95 (2013) liters/100 km, 27.4 (2010) and 29.8 (2013) mpg. These test fuel-consumption
numbers are about 18% lower and the test mpg numbers are 22% higher than on-the-road adjusted
values. Note that sales-weighted U.S. fuel consumption (on-road and test values) has been
improving steadily over the past six or so years due to technology improvements, some weight
reduction, and shiftsin size distribution to “less big” vehicles.

9The higher fuel consumption number is the 2010 value, the lower fuel consumption number is 2013.
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Table3.4 Projected on-road current and 2030 average new vehicle fuel consumption

Cars Light Trucks

Propulsion Fuel Relative to Relative to Fuel Relative to Relativeto
System Consumption | Current NA-SI 2030 NA-SI Consumption | Current NA-SI 2030 NA-S|

(/200 km)* GasolineICE | GasolinelCE (2/200 km) GasolineICE | Gasoline|ICE
Current NA-SI 9.20 1.00 — 11.80 1.00 —
Gasoline
Current Turbo 8.30 0.90 — 9.80 0.83 —
S| Gasoline
Current Diesel 7.70 0.84 — 8.70 0.74 —
Current Hybrid 6.40 0.70 — 8.30 0.70 —
2030 NA-SI 7.10 0.77 1.00 9.20 0.78 1.00
Gasoline
2030 Turbo 6.30 0.69 0.90 7.90 0.67 0.86
S| Gasoline
2030 Diesel 6.10 0.66 0.84 7.30 0.62 0.79
2030 Hybrid 4.40 0.48 0.62 5.80 0.49 0.63
2030 PHEV 1.60% 0.17 0.22 2.00% 0.22 0.29
2030 FCHV 2.30** 0.25 0.32 3.00** 0.25 0.32

*Gasoline equivalent

**Hydrogen in liters of gasoline equivalent/100 km

#Plus 1.0l gasoline equivalent/100 km electricity (65% km €electric)
#Plus 1.3| gasoline equivalent/100 km electricity (65% km, electricity)

Note: A modest (10%) increase in acceleration performance by 2030 is assumed, as is aweight reduction of 20%.
(Beyond 2030, essentially constant performance is assumed.)

Therelative fuel consumption columns are most instructive and can be converted to
actual fuel consumptionsin various world regions by multiplying by the current average new
gasoline-engine vehicle on-road fuel consumption in that region: e.g., in Europe, about 7 liters
gasoline/100 km for the average gasoline-fueled car, which is about three-quarters of the average
current new car value, and two-thirds of the combined car and light truck value in the United States.
Note that these TTW fuel consumptions indicate significant improvements over time: 20%—25%
reduction in fuel consumption by 2030 and almost 50% by 2050. They also offer the potential of
major TTW reductions through switching from ICE vehicles to the alternative propul sion-system
vehicle options.
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Table 3.5 Vehicle tank-to-wheels on-road energy use, 2010 and 2030: with modest (10%)
increase in acceleration performance by 2030; essentially constant performance,

20302050
Cars Light Trucks
Propulsion MJ/km Relative to Relative to MJ/km Relative to Relativeto
System Current NA-SI 2030 NA-SI Current NA-SI 2030 NA-SI
GasolineICE | GasolinelCE GasolineICE | Gasoline|ICE
Current NA-S 2.97 1.00 — 3.81 1.00 —
Gasoline
Current Turbo 2.67 0.90 — 3.16 0.83 —
S| Gasoline
Current Diesel 2.49 0.84 — 2.82 0.74 —
Current Hybrid 2.08 0.70 — 2.67 0.70 —
2030 NA-SI 2.29 0.77 1.00 2.97 0.78 1.00
Gasoline
2035 Turbo 2.05 0.69 0.89 2.55 0.67 0.86
Sl Gasoline
2030 Diesel 1.96 0.66 0.85 2.36 0.62 0.80
2030 Hybrid 143 0.48 0.62 1.87 0.49 0.63
2030 PHEV* 0.83 0.28 0.37 1.07 0.28 0.37
2030 BEV 0.53 0.18 0.23 0.69 0.18 0.22
2030 FCHV 0.74 0.25 0.33 0.95 0.25 0.32

1 MJkm = 3.2 L/100 km, gasoline equivalent
*Includes gasoline (35% km) and electricity (65% km)

Table 3.5 presents essentially the same information as in Table 3.4 but in units of energy
(MJKkm). The values for PHEV s now include both the fuel energy and the electrical battery
charging energy used to drive the vehicle. The BEV isalso included. Since these are TTW values,
fuel or energy supply system energy is not included. Note that the high in-vehicle efficiencies of the
battery/electric motor and fuel cell/battery/electric motor system give the PHEV, BEV, and FCEV
asignificant vehicle energy consumption benefit.
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Table 3.6 Basic vehicle and energy source GHG emissions data: Average new U.S. vehicle
in 2030

Vehicle Carsand Light Trucks Cars | Light Trucks Ratiof
Propulsion gCO.e/MJ? gCO.e/km
System/Fuel WTT TTW WTW WTW WTW WTW
Gasoline NA-SI 22 71 93 213 276 1.00
Turbo S| Gasoline 22 71 93 191 237 0.90
Diesel 99 194 233 0.91
HEV 22 71 93 133 174 0.62
PHEV (10)—<(30)® 103-77 135-100 0.48-0.36
FCEV® 200-100 0 200-100 150-74 190-95 0.7-0.35
BEV 164-88 0 164-88 87-47 113-61 0.41-0.22
Natural Gas NA-Sl® 74 169 220 0.79
Corn Ethanol 73 167 217 0.78
NA-SI
Sugar Cane/Forest 34-39 78-89 101-116 0.37-0.42
Waste Ethanol
Tar Sands Gasoline 34 71 105 240 312 1.13

aCO, per unit of “fuel energy”

bStrongly dependent on the percentage of miles electrical and electrical supply system

°FCEV — Higher number with standard (improved) hydrogen production: lower number with clean H,
(with carbon capture and sequestration)

dStrongly dependent on the CO, intensity of electricity

eAssumed same vehicle efficiency as gasoline NA-SI vehicle

fRatio: cars, gCO,e/km divided by gasoline NA-SI value

Note: Well-to-tank (WTT), tank to wheels (TTW), well-to-wheels (WTW). Vehicle production cycle emissions
are additional: 25 gCO2e/km (10%) for ICE vehicles; 43 gCO2e/km (25%) for FCEV.

Table 3.6 summarizes the full GHG emissions situation, currently and projected out to 2030.
It includesthe WTT and TTW components of the appropriate life-cycle analysis by breaking out
GHG emissions intensities of the various fuels or energy sources as well as the vehicle values
(in gCO, equivaent per MJ of fuel energy). These numbers, with the MJkm numbers from Table 3.5,
then capture all of the WTW GHG emissions per unit of travel (gCO,e/km). Note that the vehicle
production and scrappage cycle emissions (not included in the table) are not insignificant. They
are about 25 gCO,e/km for mainstream | CE technol ogies (some 10% of the WTW values) and
40-45 gCO,e/km for FCEV's (some 25% of the WTW value). Note also that rangesin GHG
emission for the alternative vehicles and their different fuels/energy sources are shown. These
correspond to the different potential energy supply system characteristics (WTT) which could vary
from modestly better in terms of GHG emissions than today’s levels, to substantially “greener”
(lower GHG emissions) in this 2030 time frame. The electricity and hydrogen paths are especially
sensitive to this energy supply question (by about afactor of two).
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The GHG emissions ratio column is especially useful. While the numbers project 15-20
years into the future (and thus many subjective judgments are embedded), they indicate important
aspects of these many options. All of the options become more attractive over time from 2013 to
2030, but the relative differences between the different ICE optionsin 2030 is only some 10%.
Vehicle electrification with the severa hybrid options (HEV, PHEV, and FCEV) offer 40%-50%
reductionsif electricity and hydrogen production still involve significant (though lower than today)
GHG emissions. Only the much greener electricity, hydrogen, and biofuels pathway options offer
more significant reductions that are some two-thirds below the GHG emissions of the mainstream
technology improvement path. Note that standard hydrocarbon fuels from tar sands sources have
dlightly higher GHG emissions when compared to petroleum sources (by 13%).

3.3.3 Vehicle Cost Estimates

Estimating vehicle costs several decades ahead is aformidable challenge! The costs
of new technologies in the prototype production stage are significantly higher than they could be
10 or 20 yearsinto the future, if those technologies are successful in the marketplace and production
volumes grow to a significant scale. There are two primary reasons for this: designsimprove
and costs are reduced in large part from feedback from real-world use of the technology and
competition among producers; and as production volumes steadily rise, economies of scale
decrease unit production costs. While there are economic models for these processes, they are
generalized and speculative, and their validity over decadesis unclear. Also, estimating costsisa
business for “experts.” Such expertise largely resides in the automotive industry, and that expertise
isprimarily in the nearer-term 5-10-year range.

We have reviewed the cost estimates in two recent studies: The National Research Council’s
Report Transitions to Alternative Vehicles and Fuels (2013); and the National Petroleum Council’s
Report Advancing Technology for America’s Transportation Future Part One—Integrated Analyses
(2012). We have compared the cost estimates in these studies with the cost estimates developed by
our group at MIT [in On the Road in 2035, Bandivadekar et a., 2008]. The MIT cost estimates are
now some six or so years old. Our cost estimates for improvements in mainstream technologies are
still expected to be valid: however, battery and fuel-cell system costs have been decreasing over the
past 5-10 years, so we would expect that more recent cost estimates for these alternative
technologies will be lower.

We have compared cost estimates from the three sources as follows. We have used the
20302035 time frame as the future vehicle target date. Our MIT study estimated incremental price
increases (in 2007 $) for future vehicles using the various propulsion system technologies. (These
were drawn from technology costs multiplied by a factor of 1.4 to obtain representative retail price
levels.) The base was 2007 and target date 2035. The National Research Council study plots high-
volume retail price equivalents (2009 $) for the different technology vehicles, (their Figure 5.8)
versus year from abase of 2010 to 2050 (their Figure 5.8). We have used their 2030 vehicle retail
price values. Note that their “ICE vehicle’ transitions from a naturally-aspirated gasoline engine
vehiclein 2010 to aturbocharged gasoline engine vehicle in 2030. We have subtracted $700 from
their turbocharged vehicle price to obtain the naturally-aspirated vehicle price in 2030 to provide
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a consistent 2030 baseline. The NPC study gives the retail price equivalent for small cars (the MIT
study values are for the average car; the NRC study values are for a mid-size car), for 2015 and
2050. We have averaged these two values to obtain an approximation for their 2030 values. The
NPC study values are presumed to be in constant current dollars.

Note that an additional cost per vehicle over thistime frame of some $2,000 is anticipated
due to the development and deployment of substantive active safety systems (sensors, controls,
etc.) and stricter air pollutant emissions controls [Automotive News]. This anticipated additional
cost is not included in these estimates.

Table 3.7 compares the incremental price increases above a baseline of a 20302035
naturally-aspirated gasoline engine vehicle (car) for the various mainstream technology and
alternative propulsion system vehicles. It aso includes the incremental price difference between
the current and 2030 NA-SI gasoline vehicle. A negative number means the price went up, when
comparing a current vehicle to a 2030 vehicle.

Table 3.7 Incremental price increase estimates, $ per vehicle for various mainstream and
alternative propulsion system vehicles relative to 2030 or 2035 future mainstream
naturally-aspirated gasoline engine vehicle

MIT NRC NPC
Average Car Mid-size Car Small Car
Base Year: Base Year: Base Year:
2035 2030 Avg. 2015 and 2050
Current NA-SI gasoline -$2,000 -$1,200 $2,500
Future NA-SI gasoline $0 $0 $0
Future TC Sl gasoline $700 $700 —
Future Diesel $1,700 — $2,800
Future Hybrid $2,500 $2,600 $2,100
Future PHEV (10) — — $4,400
Future PHEV (30) $5,900 $5,250 —
Future PHEV (40) — — $9,700
Future BEV $14,400 $5,150 $13,900
Future FCEV $5,300 $3,150 $10,800
Compressed Natural — $2,675 $3,900
Gas Vehicle
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While the MIT and NRC numbers show that the standard technology vehicle's price will
increase comparably from its current value to the 2030—2035 value® the NPC study argues that
improved design and reductions in production costs will actually decrease the base vehicle cost by
some 10%. The mainstream vehicle price increments (gasoline engine vehicles and HEV) are about
the same in the three studies.* However, the BEV, and the FCEV show significant disparities due to
differing estimates of future battery costs and fuel-cell system costs. PHEV costs (allowing for the
different electric drive capabilities, and thus battery pack size) are not that different nor are the
compressed natural gas vehicle price increments.

Overall, we conclude that the cost and price increases for improved future (2030)
mainstream technology vehicles are relatively well established and are significant. Whether
progress in propulsion system and vehicle design and manufacture will reduce these costs, in
parallel, isunclear. BEVs and FCEV s are projected to have more significant cost increases than
HEVs, but estimates vary significantly. A key issue in this aternative vehicle cost uncertainty isthe
extent to which the cost of these new technologies will come down sufficiently over time so they
become marketable—then, the extent to which economies of scale continue to reduce their cost as
sales volumes increase, so the deployment of these technologies can grow to ever-larger scale.

3.3.4 Summary

Overall, this extensive assessment and comparison of the several potentially promising
paths forward indicates that the improvement of mainstream technologies over time is expected to
be especially important in reducing petroleum consumption and GHG emissions, Also, the hybrid
option (already in production) is an inherently more efficient, though more costly, option. AsHEV
sales grow and their cost premium comes down, this option provides a base for developing PHEV s
that would bring electricity gradually into the transportation energy supply system in away that
does not impose driving range and recharging time constraints. Yet with PHEV's, electrical driving
could be two-thirds of the total driving, about the same ratio as BEV miles driven per year to
standard vehicle miles per year. The alternative propulsion systems and their corresponding fuel/
energy sources could be attractive, but only if their propulsion system technol ogies continue to
improve, their cost continues to decrease substantially, and major reductionsin the GHG emissions
from the electricity or hydrogen supply system are achieved in parallel. The reductions in impacts
between these alternative technology and energy-source approaches and the mainstream technology
vehicles that they replace are not as great as many people are hoping.

10Scaling the MIT number (over 28 years) to the same period for the NRC number (20 years) brings these
numbers closer.

UThe National Petroleum Council diesel priceis higher than the MIT diesel price due to the fact that the study
includes more (and more effective) exhaust emissions reduction components.
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4.0 Vehicle Weight and Size Reduction

Vehicle weight, size, and fuel consumption are all intimately connected. Assessing the
prospects for fuel consumption reductions requires an understanding of the waysin which vehicle
sizes and weights may evolve in the future. All else equal, a vehicle with a significantly lower
weight will consume significantly less energy per kilometer traveled. As discussed in more
detail in Chapter 5, a 1% reduction in vehicle weight reduces per-kilometer fuel consumption
by approximately 0.6%—0.7%, holding size and accel eration performance constant.

Changes in vehicle weight emerge from two fundamentally opposing forces; it is helpful
to think about the weight effects from these two forces separately. On the one hand, improvements
in vehicle capabilities, such as higher performance, larger size or carrying capacity, and greater
levels of equipment, add weight to a vehicle. Features and functionality that add weight are most
appropriately viewed as design attributes to be traded off against size, fuel consumption, and
acceleration performance. On the other hand, advances in materials, design, and manufacturing
technologies tend to reduce the weight of vehicles. These are more appropriately considered to be
sources of technology improvement that expand the feasible set of vehicle designs. Manufacturers
must carefully balance content added to vehicles against investments in weight-saving technology
during the course of product development. Similarly, analysts attempting to understand future fuel
consumption trends should separately consider trends in both weight-increasing capabilities and
weight-decreasing technology improvements.

4.1 Vehicle Weight in an International Context

By international standards, vehiclesin the United States are relatively heavy. In the
United States, average passenger vehicle weight increased dramatically between 1987 and 2004,
before leveling off in recent years. As shown in Figure 4.1, this trend has been driven both by the
increasing average weights of cars and trucks and by a shift in sales volume from cars to trucks,
and lately back to cars.
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Figure4.1  Average weight of new cars, new trucks, and cars and trucks combined in the
United States from 1975-2010 [EPA, 2014]
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In Europe between 2001 and 2008, passenger vehicles averaged 1,380 kg, and no time
trend in weight was evident. However, in the United States, the average car weight increased from
1,400 kg (3,080 Ibs) to 1,470 kg (3,240 |bs) over this same period, and the average new light-duty
vehicle (LDV) (including light-duty trucks as well as cars) increased from 1,620 kg (3,570 |bs)
to 1,720 kg (3,790 Ibs). It isinteresting to note that passenger carsin the United States are only
slightly (~5%) heavier than European passenger vehicles. But when light trucks are included,
the average U.S. LDV is about 20% heavier than the average LDV in Europe.

In Asia, the contrast with the United States is more pronounced. In China, various estimates
have placed the average curb weight of new passenger cars to be between 1,200 kg (2,640 Ibs)
and 1,300 kg (2,860 Ibs) in recent years, which is approximately 10%—20% less than the average
new car in the United States (and 20%—-30% |less than the average new LDV in the United States).
In Japan, the average weight of an LDV is approximately 1,200 kg, with cars and light trucks
(compact trucks and very small “K-trucks’) weighing approximately the same.

4.2 Weights and Sales by Vehicle Class

Increases in average vehicle weight since the mid-1980s have been driven by both shifts
from lighter to heavier classes of vehicles, and by weight increases within classes. In 1980, just
16% of the LDVs sold in the United States were trucks, and the overwhelming majority of these
were pickup trucks (Figure 4.2). By 2004, trucks comprised over half of all LDVssold in the
United States, with virtually all of the growth coming from (mini-) vans and Sport Utility Vehicles
(SUVs). At the same time, small cars represented an ever-shrinking share of the market, while the
shares of midsize and large car shares were largely preserved. Coincident with fuel prices beginning
to risein 2004, these trends were reversed in subsequent years. Light trucks fell to below 40% of
new LDVsin 2009, with small and midsize cars picking up the slack.
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Figure4.2  Shifting market shares of vehicle typesin the United States [EPA, 2014]
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The weight differences between various vehicle classes (Figure 4.3) are important, but have
changed significantly over time. Unsurprisingly, large cars weigh more than midsize cars, which
weigh more than small cars. However, these differences have been declining over time. Whereas
the average large car outweighed the average small car by more than 800 kg (1,760 Ibs) in 1975,
this gap had shrunk to alittle over 300 kg (660 Ibs) by 2010. The weights of vans and SUVs have
tracked together since 1975, while the weight of pickup trucks has changed more dramatically.
Between 1986 and 2010, the average new van gained 250 kg (550 Ibs) and the average new SUV
gained 270 kg (590 Ibs). Over the same period, the average weight of new pickup trucks increased
by 750 kg (1,650 Ibs).

4.3 Technologies for Reducing Vehicle Weight

Weight-reducing technologies include a broad range of design and manufacturing
techniques, as well as the replacement of traditional materials with lighter and stronger alternatives.
Particularly important are major architectural choicesin vehicle design including the selection of
front-wheel drive versus real-wheel drive, as well as the selection of unitized body (unibody), space
frame, or body-on-frame construction. These mgjor architectural changes, and the replacement
of conventional steel and iron with lighter materials, are examined here. A broader definition of
wel ght-reducing technologies would aso include myriad other advances in engineering, design,
and manufacturing practices that permit materials to be used more effectively in building vehicles.

4.3.1 Major Architectural Changes

New carsin the United States underwent significant architectural shifts between 1975 and
1990 that contributed substantially to reductions in weight. In 1975, about half the cars on the
market in the United States used unibody construction, and fewer than one in 10 were front-wheel
drive. By 1990, 95% used unibody construction and 85% were front-wheel drive [Environmental
Protection Agency (EPA), 2012].
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4.3.2 Unibody Construction

Unibody construction reduces weight by eliminating the traditional frame and integrating
its structural functions into the vehicle's body shell. Data compiled by Audatex North America
indicate that the overwhelming majority of cars offered in the United States since 1975 have used
either unibody or body-on-frame construction. In addition, a small fraction of cars have used space
frame construction, which employs a three-dimensional structure of welded tubes to which non-
structural body panels are attached, primarily in low-production, high-performance cars. A few
others have used unibody-on-frame construction, incorporating elements of both the unibody and
body-on-frame architectures.

Estimates of the weight savings from unibody construction vary widely. Dupnick (1996)
suggested aweight difference of more than 450 kg (1,000 |bs) between unibody and body-on-frame
cars, whereas a 1970s case study from Ford attributed only 87 kg (192 |bs) of weight reduction to
the switch from body-on-frame to unibody [Gutherie, 1978].

The weight savings from replacing body-on-frame with unibody construction can be
estimated by creating matched sets of unibody cars and comparable body-on-frame cars, using
aMahalanobis matching algorithm. Size, transmission, drive, and model year data were obtained
from a database maintained by the U.S. EPA. Data on construction type by model and year were
provided by Audatex North America, and were merged with the EPA database. Matched sets
of vehicles were created by matching unibody cars with body-on-frame cars that had the same
transmission type and drive type, similar interior volume (within 5 cubic feet or 0.14mq), and were
of similar vintage (within two model years). The difference between these groups indicated that, on
average, aunibody car weighs 280 kg (616 |bs) less than a body-on-frame car with the same drive
type, transmission type, and size (from the same model year). A similar analysis indicates that the
average space frame car weighs 156 kg (344 Ibs) less than a comparable unibody car, and that cars
using unibody-on-frame construction do not differ significantly in weight from comparable unibody
cars. These results are summarized in Table 4.1.
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Table4.1 Estimated weight changes from switching vehicle architecturesin cars

Comparison | Appliesto | Estimated Difference (kg) | Standard Error (kg)
Construction Type

Unibody Unibody Cars -280 5
vs. Body-on-Frame

Space Frame Space Frame Cars -156 19
vs. Unibody

Unibody-on-Frame Unibody-on-Frame Cars -39 35
vs. Unibody

Drive Type

Front-wheel Drive Front-wheel Drive Cars -296 6
vs. Rear-wheel Drive

4.3.3 Front-wheel Drive

A second major architectural changein carsin the United Statesis the transition from
rear-wheel drive to front-wheel drive. When compared with rear-wheel drive, front-wheel drive
yields both a direct weight reduction in the drivetrain, and an indirect weight reduction due to
improved packaging of the drivetrain. Eliminating the need for atunnel running the length of the
vehicle increases interior space and permits exterior dimensions and weight to be reduced while
maintaining interior volume.

The weight effect of front-wheel drive relative to rear-wheel drive was estimated by
matching front-wheel drive vehicles with rear-wheel drive vehicles that had the same transmission
type and construction type, similar interior volume (within 5 cubic feet or 0.14m?), and were of
similar vintage (within two model years). Based on the difference between these groups, a front-
wheel drive car weighs an estimated 296 kg (653 1bs) less than a rear-drive vehicle with the same
transmission type, construction type, interior volume, and model year.

4.3.4 Engine Size

Engine technology has matured in numerous ways since the 1970s, allowing manufacturers
to extract more performance from a given engine mass. Aluminum blocks and cylinder heads have
gradually replaced cast iron, and ancillary equipment (such as intake manifolds and accessories)
isincreasingly made of composite materials. Apart from this shift to lighter materials, however,
engines have also just become smaller over time, as significant improvements in power density
have enabled the replacement of 6- and 8-cylinder engines with 4- and 6-cylinder engines.

To estimate the weight savings resulting from substituting a smaller engine, vehicle weights
were compared between different engine sizes, holding vehicle model, model year, body style,
and transmission type constant. There was an average decrease in weight of 64 kg (142 |bs) when
decreasing from 8 to 6 cylinders, and an average decrease of 67 kg (147 |bs) when decreasing from
6 to 4 cylinders.
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4.3.5 Alternative Materials

Traditional low-carbon steel and iron now make up less than half the weight of a new
vehiclein the United States, as they are increasingly displaced by alternatives such as high-
strength steel, aluminum, plastics, composites, and magnesium. Since the substitution of aternative
materialsinto avehicle's design is strongly dependent on the demands of the specific application
in question, estimating the amount of weight saved by these materialsis difficult. Nevertheless,
it is helpful to generate some rough approximations based on the properties of different materials
and reportsin the literature. Cheah (2010) and Wohlecker et al. (2006) provide relationships
for estimating the weight ratios of parts made with alternative materials to those made with
conventional materials, in avariety of generic load cases. These provide a useful starting point for
estimating the weight-reduction potential of various alternative materials. In addition, a variety of
authors have reported rules of thumb and case studies of vehicle designs using aternative materials.
Midpoint estimates for the weight-saving potential of key materials are summarized in Table 4.2.

Table 4.2 Approximate weight-saving potentials of key materials

Material Weight Savings'? | Weight Reduction Potential®
Conventional steel & iron 0% 1.0
High-strength steel 23% 13
Aluminum 45% 18
Magnesium 60% 25
Plastics & composites 50% 20

High-strength Steel

Based on rule-of-thumb relationships like those mentioned above and typical values for
materials properties, parts made from high-strength steel (HSS) are expected to weigh between
0% and 25% less than a conventional steel part, depending on the application. Salonitiset al.
(2009) estimated a 10%—-30% weight reduction from using advanced high-strength steels, and Roth
et al. (1998) reported an advanced steel unibody weighing 25% less than conventional unibodies.
Das, Curlee, and Schexnayder (1997) assumed that high-strength steels could reduce weight by
50% relative to conventional steels, but the rationale for this high value was unclear. A particular
challenge in estimating the weight-reduction potential isthat there is such a broad range of available
grades of HSS, with widely varying properties. When focusing on materials substitutions to date, it
can be assumed that each kg of HSS replaced 1.3 kg of conventional steel (a 23% weight reduction).

2Fraction of weight saved by replacing conventional steel or iron with alternative material.
M ass of conventional material displaced per unit mass of alternative material used.
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Aluminum

Rules of thumb based on generic load cases suggest that substituting aluminum for
conventional steel can reduce weight by up to 70%, with a 50% reduction predicted in many
applications. The trade press has noted that the greatest concentration of automotive aluminum use
isin engines, and that aluminum engine blocks weigh half as much asiron blocks [Murphy, 2006].
Stodolsky et al. (1995) estimated that in engine applications, aluminum reduced cylinder head
weight by 50% and block weight by 40%. They also reviewed a number of studies and concluded
that substituting aluminum for steel in the body reduces weight by about 40%—47%, even when
“the design of the vehicle is not completely optimized for aluminum manufacture.” Mayer and
Seeds (1994) concluded that a 45% reduction in weight for the body-in-white was possible by
substituting aluminum for steel inaBMW 3-series. Das, Curlee, and Schexnayder (1997) assumed
that substituting aluminum for steel and cast iron delivers a 45% weight reduction, while Carle
and Blount (1999) estimated a 40% reduction in weight relative to steel in automotive body
applications. Although generic load cases suggest that replacing steel with aluminum can reduce
weight by as much as 70%, most of the (considerable) literature on the topic suggests that a value
of around 45% is more reasonable in practical applications.

Magnesium

Magnesium still represents avery small fraction (0.3% in 2009) of automotive materials
usage, and fewer estimates of its weight reduction potential have been reported. Based on
generic load cases, it is estimated that magnesium can reduce weight by up to 70% compared
with conventional steel or iron. Luo (2002) calculated savings as high as 80% for some wrought
magnesium alloys. Das, Curlee, and Schexnayder (1997) assumed that substituting magnesium
for steel and cast iron would deliver a 67% weight reduction. As ageneral rule, it is reasonable
to assume that each kilogram of magnesium replaced 2.5 kg of conventional steel or iron—which
represents a 60% weight reduction.

Plastics and Composites

Estimating the weight-reduction potential of plastics and compositesis particularly difficult
because of the wide range of materials included in this category. However, some rough calculations
with typical ranges of values for materials properties indicate that weight reductions in excess of
80% could be possible, relative to conventional steel or iron. For example, Luo (2002) estimated
aweight-reduction potential of 35%—70% for polycarbonate/Acrylonitrile butadiene styrene (ABS)
based on generic load cases. Das, Curlee, and Schexnayder (1997) assume a 30%—60% weight
reduction from substituting composites for steel. The American Chemistry Council (ACC), 2011
has estimated that each kg of plastics and composites replaces 2—3 kg of other materials (a 50%-67%
reduction). A report commissioned by Plastics Europe [Pilz, Schweighofer, and Kletzer, 2005]
concluded that each kg of plastic replaces an average of 1.5 kg of heavier material (a 33% reduction
in weight), but found reductions of up to 75% in some components. As ageneral rule of thumb, itis
reasonabl e to assume that each kg of plastic or composite material has displaced 2 kg of traditional
steel or iron (a 50% weight reduction).
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Carbon fiber composites are a promising technology deserving particular attention. Among
the many materialsincluded under the “plastics and composites’ umbrella, carbon fiber composites
offer some of the greatest potential for weight reduction, and have seen significant progressin
recent years. In generic load cases, carbon fiber composites offer weight reductions of up to 80%
relative to conventional steel and iron. In practical applications, weight reductions of 60% have
been reported by a number of investigators [Das, Curlee, and Schexnayder, 1997; Lovins and
Cramer, 2004; Prado, 2007]. For many years, carbon fiber composites were found only in a handful
of ultra-premium vehicles, most famously the McLaren F1. More recently, the Corvette Z06
employed carbon fiber components, and now BMW is taking carbon fiber mass-market initsi3 city
car. Currently, the picture is changing quickly for carbon fiber but it remains to be seen whether
longstanding challenges in manufacturing and cost have finally been overcome.

4.4 Weight Added by New Features

While the use of weight-saving technologies has steadily grown, it has been offset (and at
times, more than offset) by increases in the deployment of weight-increasing features and a shift
toward heavier (larger) car classes. The widespread addition of new features—including safety,
emissions control, and comfort and convenience features—has been one of the most obvious
changes to vehicles during the past four decades.

Zoepf (2011) multiplied the weights of various features with their take ratesin order to
estimate their contributions to the weight of the average new car in the United States. In total,
he estimated 109 kg (240 Ibs) of feature weight in the average 1975 passenger car. In 2010, this
number had grown to 223 kg (62 kg safety, 25 kg emissions, 136 kg comfort/convenience—a total
of 491 Ibs). These estimates include only the weight of the relevant subsystems, and exclude the
contributions of secondary weight, discussed in the following section.

Zoepf's analysisis unable to capture all improvements in vehicle quality. Noise, vibration,
and harshness (NVH), for example, have dramatically improved in new vehicles as aresult of
bal ance shafts, sound-insulating materials, and active noise cancellation. Other metrics, such as
reliability and body rigidity, have also improved. Zoepf only reported on the weight effects of
discrete features associated with specific identifiable components.

4.4.1 Secondary Weight Effects

For every unit of weight added to (or removed from) a vehicle, the supporting systems and
structures must also grow (or shrink) so that structural integrity, braking, acceleration, and handling
performance can be maintained. These indirect weight effects are referred to as secondary weight.
The addition or removal of secondary weight may be discontinuous, asin the case of a discrete
number of existing engines or transmissions being available for inclusion in a particular vehicle
model. Moreover, secondary weight effects may vary depending on the subsystem in which the
primary weight reduction occurs. Nevertheless, it is common to estimate secondary weight effects
by multiplying a single secondary weight factor by a primary weight change occurring at the
component level.
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Cheah (2010) reviewed more than 20 published studies of secondary weight and identified
estimates ranging from 23%-129%, with a mean value of 79.6%. In this report, secondary weight
is assumed to be 80% of the primary weight added or removed. This secondary weight coefficient
was applied only to the bottom-up analyses of features and materials, in which the initial estimates
of weight change were generated from component-level data. However, the secondary weight
multiplier was not applied for mix shifting or architectural changes, since the weight effects of
these changes had already been assessed at the whole-vehicle level.

4.4.2 Aggregate Effects

The aggregate weight-reduction effects of more weight-efficient architectures and materials
can be estimated from growth in the adoption of those technologies, and the weight-savings effects
reported above. Figure 4.4 summarizes the estimated contributions of front-wheel drive, unibody
construction, alternative materials, and small engines to weight reductions in the average new car
in the United States since 1975. Details of this analysis, including the analytical methodology and
data on the growth in various technol ogies, have been reported elsewhere [MacK enzie, Zoepf, and
Heywood, 2014].
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Figure4.4  Cumulative contributions of major weight-savings technologies since 1975
[MacKenzie, Zoepf, and Heywood, 2014]
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Collectively, the growth in the use of unibody construction, front-wheel drive, alternative
materials (primarily aluminum and high-strength steel), and smaller engines, has eliminated
approximately 750 kg from the average new car since 1975. The overall rate of change has varied
over time. Between 1975 and 1982, a sufficient number of new technologies were added to reduce
weight by approximately 52 kg per year (115 Ibs/year), or about 3% of the average car weight
in 1975. Between 1982 and 1990, this figure was about 26 kg per year (57 |bs/year), or about
2% of the average car weight in 1990. From 1990 to 2009, new weight-saving technologies only
eliminated about 11 kg per year (24 Ibslyear) from the average new car, or roughly 1% of the
average car weight in 1990.

Over the same period, sales have shifted from smaller car classes to larger car classes, and
more features have been added. Figure 4.5 summarizes the estimated weight increases due to these
changes since 1975. The weight increase due to mix shifting was estimated by calculating the
average of the 1975 weight in each class, weighted by each year’s sales mix. The weight increase
due to new features was calculated asin Zoepf (2011), and includes secondary weight effects. Since
1980, new features have added steadily to the weight of the new cars, at an average rate of about
7 kg per year (15 Ibs/year).
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Figure4.5  Estimated cumulative change in weight of average new LDV's due to the addition
of new features and shifts in market shares of size classes. Featured weight
estimates include secondary weight effects
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4.5 Prospects for Future Vehicle Weight

Automakersin the United States and globally have recently announced plans to reduce
vehicle weight by roughly 3040 kg per year (6-88 |bs/year), or 2%—-3% of initial vehicle weight
annually in the coming years. For example, Ford has agoal to cut 340 kg (750 Ibs) from its vehicles
by 2020, and reduced the weight of the F-150 pickup by 320 kg (700 Ibs) in its 2014 redesign.
Renault and PSA Peugeot Citroen established a goal of cutting 200 kg (440 Ibs) by 2018, while
Hyundai planned in 2010 to cut its average vehicle weight by 10% [150 kg (330 Ibs)] over five
years. A recurring source of ambiguity isthat it is seldom clear whether numbers like these refer
to gross weight reduction (i.e., the weight removed through more advanced technologies) or net
weight reduction (i.e., the actual change in the weight of a vehicle, after accounting for the addition
of new features and capabilities).

Previous assessments from this group have suggested that plausible targets for weight
reduction through materials substitution are on the order of 20% over 25 years, or 30% after
accounting for secondary weight savings [Bandivadekar et a., 2008; Cheah, 2010]. This amountsto
about 1.2% of base vehicle weight reduced each year, or about 15-25 kg per year (33-55 Ibs/year)
(depending on the initial weight of the vehicle). Thus, the targets announced by automobile
manufacturers appear to be more aggressive than our previous analyses had anticipated. However,
the announced goal s are within the range of historic rates of weight reduction observed in the 1970s
and 1980s.

While historical performance suggests that weight can be reduced quite rapidly through the
introduction of new technologies, it isless clear what the ultimate potential is for weight reduction.
Some of the technologies available in the 1970s and 1980s—maost notably unibody construction
and front-wheel drive—are now found on almost all new cars, limiting their potential to deliver
further weight reductions. About one-third of new light truck modelsin the United States still use
body-on-frame construction and one-quarter employ rear-wheel drive, so the potential for weight
reduction among light trucks may be somewhat greater than among cars (though front-wheel
drive and unibody may never be appropriate for heavy-duty towing applications). Additional
weight reductions might still be found through greater use of alternative materials and space frame
construction, though thisis not without challenges. As of 2006, more than half of new engines
in North America used auminum blocks, including 85% of those in cars [Murphy, 2006]. Only
25% of trucks had aluminum blocks, but this share has been growing rapidly. As the market for
aluminum engine blocks becomes saturated (as has already happened with aluminum cylinder
heads), further materials substitution will shift toward body structures. Conventional steel and iron
still comprise about 40% of the weight of new vehicles. If all of this material could be replaced
with alternatives that cut component weight by an average of 40%, then weight reductions on the
order of 30% might be possible through materials substitutions (accounting for secondary weight
effects). If processes can be developed that make space frame construction practical for high-
volume models, its universal adoption might reduce average car weight by afurther 11%.
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Greater replacement of conventional steel and iron with well-developed alternatives,
along with a switch to space frame construction, could cut vehicle weight by a maximum of about
35%—-40% from current levels. Absent a switch to more radical alternative materials such as carbon
fiber composites, or downsizing or de-featuring the vehicle mix, this seems like a plausible upper
bound for weight reductions in the United States. If new technologies were added to reduce vehicle
weight by 2% annually, this potential would be fully realized in 23 years. Though it is hard to
foresee such a path right now, if new technologies could continue to cut weight by 2% annually
through 2050, vehicle weight would be reduced by alittle more than half relative to today.

In the United States, new features have added about 7 kg per year to new cars since 1980
(including secondary weight effects). To accommodate continued improvements in emissions,
safety, and comfort and convenience of vehicles, it is reasonable to assume continued weight
increases of up to 7 kg per year. However, it is also possible that the auto industry may shift to
agreater emphasis on “virtual performance,” aterm that refersto a philosophy of shifting design
efforts to characteristics that do not add weight or otherwise increase fuel consumption [DeCicco,
2010]. Thisincludes, for example, richer connectivity and media capabilities. If such features—
which rely heavily on software—become the main profit center for new automobiles, then the
functionality of vehicles could continue to be improved without necessarily increasing weight.

Downsizing the vehicle mix is another way to cut weight. Starting with the mix of new
vehiclesin 2010 in the United States, consider what would happen if every vehicle could be
replaced with one from the next class size down. Suppose that large cars were replaced with
midsize cars, midsize cars with small cars, and existing small cars remained the same. Suppose
also that this scenario were repeated for SUV's, vans, pickups, and wagons. Based on the average
weights of these segments, such a shift in volume would reduce average vehicle weight by
approximately 9%. On the contrary, if the opposite shift occurred (small cars were replaced with
midsize cars, midsize cars with large cars, etc.), the average weight would increase by about 9%.

Synthesizing the results noted here, it appears to be likely that by 2050, enough new
technology will have been adopted to cut vehicle weight by 30%-50% (an average of 1%—2% per
year). Assuming that the shares of various car and truck classes remain constant and new features
add 47 kg per year (9-15 Ibs/year) to new vehicles, the average new vehicle in the United States
would weigh between 1,000 kg (2,200 Ibs) and 1,460 kg (3,220 Ibs) in 2050. Thiswould represent
anet reduction of somewhere between 13% and 40% from the 2010 average of 1,680 kg (3,700 Ibs).

62




Vehicle Weight and Size Reduction

References

Bandivadekar, A., Bodek, K., Cheah, L., Evans, C., Groode, T., Heywood, J., Kasseris, E.,
Kromer, M., and Weiss, M., (2008) On the Road in 2035: Reducing Transportation’s Petroleum
Consumption and GHG Emissions, MIT Laboratory for Energy and the Environment Report,
Cambridge, MA, July 2008.

Carle, D. and Blount, G. (1999). “The suitability of aluminium as an alternative material for car
bodies.” Materials & design, 20(5):267{272}.

Cheah, L. (2010). “Cars on adiet: the material and energy impacts of passenger vehicle weight
reduction in the US.” PhD thesis, Massachusetts Institute of Technology.

Das, S, Curlee, T., and Schexnayder, S. (1997). “Materials used in new generation vehicles:
supplies, shifts, and supporting infrastructure.” Technical Report ORNL/TM-13491, Oak Ridge
National Lab., TN (United States).

DeCicco, J. M. (2010). “A fuel efficiency horizon for U.S. automobiles.” Technical report, The
Energy Foundation.

Dupnick, E. and Graham, J. (1996). “The demand for advanced materials in the automotive
industry: Projections for the next decade.” In AP conference proceedings, volume 361, page 163.

Gutherie, A. (1978). “ Fairmont/zephyr-engineered for lightweight and improved fuel economy.”
Technical Report 780134, Society of Automotive Engineers, 400 Commonwealth Dr, Warrendale,
PA, 15096, USA.

Lovins, A.B. and D.R. Cramer, “Hypercars, hydrogen, and the automotive transition.” International
Journal of Vehicle Design, 2004. 35(1/2): p. 50-85.

Luo, A. (2002). “Magnesium: current and potential automotive applications.” JOM Journal of the
Minerals, Metals and Materials Society, 54(2):42{ 48} .

MacKenzie, D., Zoepf, S., & Heywood, J. (2014). “Determinants of US passenger car weight.”
International Journal of \ehicle Design, 65(1), 73-93.

Mayer, S., and Seeds, A. (1994). “BMW’s aluminum light-weight prototype car projects:
Comparison of aluminum and steel performance.” Technical Report 940154, Society of Automotive
Engineers, 400 Commonwealth Dr, Warrendale, PA, 15096, USA.

Murphy, T. (2006). “ Aluminum claims no. 2 ranking.” WardsAuto.com. http://wardsauto.com/ar/
auto_aluminum_claims_no

Pilz, H., Schweighofer, J., and Kletzer, E. (2005). “The contribution of plastic products to resource
efficiency.” Technical report, Plastics Europe — Association of Plastics Manufacturers, Brussels,
Belgium.

63




ON THE ROAD TOWARD 2050

Prado, R.B.A. (2007). “Materials Engineering Applied to Automotive Vehicle Weight Reduction.”
SAE Technical Paper No. 2007-01-2567. Society of Automotive Engineers.

Salonitis, K., Pandremenos, J., Paralikas, J., and Chryssolouris, G. (2009). “Multifunctional
materials used in automotive industry: A critical review.” In Engineering Against Fracture,
volume 1, page 59.

Stodolsky, F., Vyas, A., Cuenca, R., and Gaines, L. (1995). “Life-cycle energy savings potential
from aluminum-intensive vehicles.” In 1995 T-bonel Life Cycle Conference & Exposition,
Vienna, Austria.

U.S. EPA (2012). “Light-duty automotive technology, carbon dioxide emissions, and fuel economy
trends: 1975 through 2011.” Technical Report EPA-420-R-12-001a, U.S. Environmental Protection
Aqgency.

U.S. EPA (2014). “Light-duty automotive technology, carbon dioxide emissions, and fuel economy
trends: 1975 through 2014.” Technical Report EPA-420-R-14-023a, U.S. Environmental Protection
Agency. October, 2014.

Wohlecker, R., Wallentowitz, H., Henn, R., and Leyers, J. (2006). “ Communication module mass
reduction.” Technical Report 56690, Forschunggesellschaft Kraftfahrwesen mbH Aachen, Body
Department.

Zoepf, S. (2011). “ Automotive Features: Mass Impact and Deployment Characterization.” Master’s
thesis, Massachusetts I nstitute of Technology, 77 Massachusetts Ave. Cambridge, MA 02139, USA.

64




Fuel Consumption, Performance, and Weight Trade-Offs

5.0 Fuel Consumption, Performance, and Weight Trade-Offs

Attempts to assess potential improvementsin fuel consumption are confounded by
simultaneous changes in vehicle accel eration performance, feature content, size, and weight. The
prospects for fuel consumption reduction depend not only on what might happen to efficiency
technology in the future, but also on assumptions about these other attributes. Further complicating
the picture, these other attributes interact with not only fuel consumption, but also with one another.
Thus, one key to understanding the prospects for fuel consumption reduction is to understand the
trade-offs between various vehicle attributes.

Faster acceleration performance requires more powerful engines, which (ceteris paribus)
end up being heavier and spending more time operating at inefficient, part-load conditions. These
effects mean that al else being equal, vehicles with faster acceleration capabilities tend to consume
more fuel per mile than those with slower acceleration capabilities.

Increasing vehicle size increases fuel consumption in several ways. First, greater size
increases weight, which increases the amount of energy needed to accel erate the vehicle. Absent
any regenerative braking capabilities, this energy is all lost when the brakes are engaged. Second,
greater weight means increased rolling friction. Finally, larger vehicles may have a greater frontal
area, which increases aerodynamic resistance.

Adding more features to a vehicle can increase fuel consumption in at least two ways as
well. First, any feature that includes additional hardware will increase vehicle weight, increasing
the energy needed to accelerate the vehicle and to overcome rolling resistance. Second, features
that require power to operate will place parasitic loads on the engine, increasing average fuel
consumption. In most cases, the former effect is thought to be dominant.

In order to assess the prospects for future fuel consumption, and to better understand
historic improvements in efficiency technology, it is useful to quantify the relationships showing
the ways that fuel consumption, acceleration performance, size, features, and weight relate to each
other. As suggested by the discussion above, however, the variables' interactions are somewhat
complicated and nonlinear, making the exact nature of the trade-offs somewhat ambiguous.
Estimates of these trade-offs can neverthel ess be developed using one of two main approaches.

One approach to characterizing attribute trade-offsis to use vehicle smulation software
to model fuel consumption while varying vehicle weight, power, and acceleration performance
capabilities, but holding vehicle technology constant. Thisis the approach employed by Cheah et al.
(2009), Shiau et a. (2009), and Whitefoot et a. (2011).

A simplified econometric model based on observed vehicle characteristics offers atractable
alternative approach to estimating attribute trade-offs and technol ogical improvements based on
the characteristics of vehicles that have actually been offered in the market. Thisis the approach
taken by Knittel (2011) to characterize the trade-offs between power, weight, and fuel economy.

A dlightly different approach isto estimate the trade-offs between fuel consumption and weight and
acceleration performance (rather than power), controlling for several covariates including engine
and transmission type, engine specific power, body style, and all-wheel drive. Doing so yields the
trade-off estimates reported in Table 5.1. More complete details of thiswork can be found in
MacKenzie & Heywood (2015).
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Table5.1 Fuel consumption trade-offs associated with changing key attributes of cars,
holding efficiency technology and other attributes constant.

Design Change Fuel Consumption
Response

1% increase in inertia weight +0.69%

1% increase in 0-97 km/h time - 0.44%

Manual transmission* -5%

All-wheel drive* +3%

*Manual transmission and all-wheel drive effects are estimates for 2012, and represent the additional fuel consumption
changes beyond those expected from the weight change from a manual transmission or all-wheel drive system. The
magnitude of these effects has been declining over time, by about 0.3% per year for manual transmissions and 0.2%
per year for all-wheel drive.

The estimates reported in Table 5.1 are broadly consistent with results previously reported
in the literature. They indicate that holding acceleration and vehicle technology constant, increasing
vehicle weight by 1% will increase fuel consumption by about 0.7%. Cheah (2010) previously
reviewed several studies on thistopic and found estimates ranging from a 2%—8% increase in fuel
consumption for a 10% increase in weight. Her empirical analysis found that for aweight increase
of 10%, fuel consumption of cars increases by about 5.6%, though she did not simultaneously
control for other vehicle attributes. Finally, Cheah reported a set of vehicle simulation exercises,
which yielded a6.9% increase in fuel consumption for a 10% increase in weight, holding
acceleration performance constant.

Several investigationsin the early 1990s addressed the trade-offs between weight and
acceleration performance and fuel consumption. Among these, typical effects of a 10% reduction in
weight were a 3% increase in fuel economy at constant power, or a 6.6% increase in fuel economy
at constant acceleration performance. Similarly, they used a value of a0.44% increase in fuel
consumption for a 1% decrease in the 097 km/h acceleration time, identical to the results obtained
here [OTA, 1991; DeCicco and Ross, 1993; Greene and Fan, 1994].

More recently, a number of authors have used vehicle simulations to explore the trade-offs
between fuel consumption and power or acceleration performance. Figure 5.1 illustrates the results
of several such exercises for midsize U.S. cars, along with the trade-off reported in this work.

The trade-off identified in this chapter is very similar to that reported by Whitefoot et al. (2011).
Compared with the results of Cheah et al. (2009), the present work and the findings of Whitefoot
et a. imply asmaller fuel consumption penalty for decreasing accel eration time. The substantial
variability in the estimated trade-offs between acceleration and fuel consumption point to the
importance of vehicle-to-vehicle variation, and the need for caution when generalizing from trade-
offsfor asingle vehicle model to the entire fleet.
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=== This work

Whitefoot et al. (2011)
===+ Cheah et al. (2009)
Shiau et al. (2009)

0-97 km/h Acceleration Time, seconds

Fuel Consumption, I/100 km

Figure5.1  Recent results from our group characterizing the trade-off between acceleration
performance and fuel consumption, compared with results from other recent
investigations.

5.1 Fuel Consumption Potential

As shown in the preceding section, changing the acceleration performance, size, or feature
content of avehicle changesits fuel consumption significantly, even if the efficiency technology
used in the vehicle is unchanged. An important corollary of thisisthat improvementsin vehicle
technology will not necessarily lead to lower fuel consumption. Instead, technology improvements
may be dedicated to offsetting the fuel consumption penalties that would otherwise have resulted
from changes in feature content, size, and accel eration capabilities. To get an accurate picture
of how much vehicle technology has improved over time, it is necessary to consider not only
reductions in fuel consumption, but also any changesin related vehicle attributes over the same
period. We use fuel consumption potential as such a measure of technology improvement.
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Fuel consumption potential is used to characterize how much vehicle efficiency
technologies have improved over time. It is simply the change in average fuel consumption that
could have been achieved over some period of time, given actual improvements in technology
but holding other vehicle attributes (acceleration performance, size, and feature content) at their
initial levels. Fuel consumption potentia is estimated by adjusting improvementsin average fuel
consumption to account for changes in acceleration performance, size, and feature content, based
on the trade-off coefficients discussed previoudly.

Figure 5.2 shows the estimated progress in technology for cars manufactured in the
United States between 1975 and 2009, expressed as fuel consumption potential. This highlights the
vast improvements in fuel consumption potential that have been made since 1975. If acceleration,
size, features, and functionality had remained constant, per-mile fuel consumption could have been
reduced by approximately 70% between 1975 and 2009. Over the same period, the actual fuel
consumption of the average new car was reduced by 50%. More details on this analysis can be
found in MacKenzie & Heywood (2015).

== 1975 Features and
Functionality

Fuel Consumption, Gallons / 100 miles

1975 1980 1985 1990 1995 2000 2005 2010

Figure5.2  Potential reductionsin fuel consumption for new U.S. cars since 1975, if
acceleration, size, features, and functionality had remained unchanged (blue).
Also shown isthe actual average fuel consumption of new U.S. cars (black).
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While the improvements in technology since 1975, measured by fuel consumption potential,
have been impressive, they have not occurred consistently over time. Between 1975 and 1990,
the potential reduction in fuel consumption averaged 5% per year. That isto say, per-mile fuel
consumption could have been reduced by 5% annually over this period if not for changesin
acceleration, features, and functionality of new cars. Between 1990 and 2009, however, the average
rate of change was just 2% per year.

5.2 Emphasis on Reducing Fuel Consumption

To enable a more quantitative analysis of the relationship between actual fuel consumption
reductions and the technical potential, our research group has devel oped and previously reported
on the concept of Emphasis on Reducing Fuel Consumption (ERFC) [Bandivadekar et al., 2008].
Intuitively, ERFC is simply theratio of the actual reduction in fuel consumption over some interval
to the potential reduction over the same period, if other attributes had remained unchanged. It is
calculated as follows:

FC,—FC,
Fctpotential _ FCO

ERFC =

In the equation above, FC, is the average fuel consumption in the base year, FC, isthe
actual average fuel consumption in year t, and FCP"d js the potential fuel consumption in year t if
other vehicle attributes had remained at their base-year levels.'4

5.2.1 Emphasis on Reducing Fuel Consumption for U.S. Cars

Figure 5.3 summarizes the emphasis on reducing fuel consumption calculated for new
carsin the United States between 1975 and 2009. Each bar represents the ERFC over afive-year
interval .> Also shown are the annual average gasoline prices over the same period. Between 1975
and 1980, ERFC exceeded 100%, indicating that per-mile fuel consumption decreased by more
than would have been expected at constant acceleration, features, and functionality. This suggests
that there was some pull-back in the levels of other attributes that enabled the larger decreasein
fuel consumption. Between 1980 and 1985, ERFC fell to approximately 50%, and fell further in
subsequent years, as gasoline prices remained low. Between 1995 and 2000, ERFC was negative,
reflecting the fact that the average fuel consumption of new cars actually increased over this period.
The emphasis on reducing fuel consumption became positive again between 2000 and 2005, and
increased further between 2005 and 2009 when fuel prices were increasing.

¥4I n past work [Bandivadekar et al., 2008], our group has defined ERFC as the ratio of the realized fuel consumption
reduction to the reduction possible with constant performance and size. In the work reported here, the denominator
isinstead the potential reduction with constant performance, size, features, and functionality. As aresult, ERFC
values calculated here will be different (generally lower) and not directly comparable with those we have reported in
the past. Although we have refined the details of our methodology over time, the results of all methods have yielded
qualitatively similar trends. Moreover, the central point remains that technological improvements can be dedicated
to reducing fuel consumption or to offsetting the fuel consumption effects of changes in other vehicle attributes, and
ERFC enables quantification of the relative focus on each of these goals.

5The last interval isfour years, between 2005 and 2009.
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Figure5.3  Emphasison reducing fuel consumption over five-year intervals for cars
manufactured in the United States, 1975-2009 (black columns). Also shown
(red line) are annual-average real gasoline prices.

5.3 Technology Sinks

While the ERFC tells us how much of the technically feasible reductions in fuel
consumption were actually realized, it does not tell anything about the other ends to which the
technology improvements were applied. However, by applying trade-off coefficients like those
reported above to the changes in acceleration and to changes in weight due to size and feature
content, it is possible to estimate how much fuel consumption might have been reduced if the
changes in the other attributes had not occurred. This can provide an estimate of how much new
technology was “consumed” by the need to offset the fuel consumption penalties of these other
design changes.

Figure 5.4 summarizes the technology improvements that were needed to offset changes
in acceleration, feature content, and size changes in the average new car sold in the United States
since 1975. These figures are expressed as the equivalent fuel consumption reductions that could
have been achieved if not for the changesin size, feature weight, and accel eration performance.
The lower edge of the stacked areas represents the potential fuel consumption reduction that could
have been achieved if size, acceleration performance, and feature content had remained unchanged
at their 1975 levels. Above this, each wedge represents the potential fuel consumption reduction
that could have been achieved if a certain attribute had remained at its 1975 level. (The light green
wedge represents the technology that went into actual fuel consumption reductions.)

70




Fuel Consumption, Performance, and Weight Trade-Offs

1.0 4o

Features

084 - - — Acceleration

064 —————— -

Fuel Consumption

04 — - - o

Technology Consumed Since 1975

0.2 4 — —

0.0
1975 1980 1985 1990 1995 2000 2005 2009

Figure54  “Sinks’ for technology improvementsin new U.S. cars. Each of the top three
bands represents the equivalent improvement in fuel consumption that could have
been achieved if not for changes in another vehicle attribute. The light green,
lowermost band represents the actual improvement in fuel consumption since
1975. The lower edge of the lower band represents the overall fuel consumption
potential since 1975, i.e., the relative fuel consumption if size, feature content,
and acceleration performance of the average new car had remained unchanged.

Apart from reductions in fuel consumption, the largest “sink” for efficiency technologiesin
new U.S. cars has been in offsetting the fuel consumption penalties of faster accel eration. Offsetting
faster acceleration has consumed alarge and continually growing amount of new efficiency
technologies since the 1970s, as shown by the blue wedge in Figure 5.4. Between 1975 and 1990,
the average accel eration time decreased by 30%, which “consumed” enough technology to have
reduced fuel consumption by 15%. In contrast, shiftsin car size and feature content have had
little effect on fuel consumption. The dark green wedge shows that at its peak, offsetting the fuel
consumption effects of greater size (among cars, but excluding the shift from carsto light trucks)
consumed enough technology to have reduced fuel consumption by about 5% or less. Similarly, the
ultimate effect of more feature content in new cars has been a single-digit percentage effect on fuel
consumption.

Fuel consumption improvements have been the largest sink for new efficiency technologies
since 1975. While foregoing accel eration improvements could have reduced fuel consumption by
an additional 15% from 19751990, fuel consumption actually decreased by 43% over this period.
Average fuel consumption changed much less after 1990, but nevertheless still accounted for the
largest “sink” for technology changes from 1990-2009.
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5.3.1 U.S. Vehicle Acceleration Trends

Recent reappraisals of the relationship among power, weight, and accel eration performance
[MacKenzie & Heywood, 2012] indicate that acceleration performance has been improving even
more rapidly than is indicated by commonly cited sources such as U.S. EPA’s Fuel Economy Trends
Report [U.S. EPA, 2012]. The EPA relies on asimple correlation between power/weight ratio and
acceleration performance. MacKenzie & Heywood showed that this relationship no longer holds,
because of improvementsin both vehicle attributes that are widely reported (e.g., transmission type
and number of speeds) and in technologies that are not as commonly tracked and reported (such
as aerodynamic improvements and driveline efficiency). Between 2006 and 2009, the average
acceleration calculated using the EPA’s methods was approximately 1 second, or 11%, greater than the
average of 8.8 seconds calculated using MacKenzie & Heywood's model. Between 1982 and 2009,
the estimated average 097 km/h acceleration time of new U.S. vehicles decreased from 16.6 seconds
to 8.8 seconds. Over the same period, the average 048 km/h accel eration time decreased from 5.5
seconds to 3.2 seconds, and the average 72—105 km/h passing accel eration time fell from 10.9 seconds
to 5.6 seconds.

Reductions in 0—-97 km/h accel eration times occurred within both high- and low-performance
vehicles. Figure 5.5 shows how 0-97 km/h accel eration times have changed since 1978 for the
median vehicle aswell asfor vehicles at the fastest (5th percentile) and slowest (95th percentile)
ends of the market.

24
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(<))

95th Percentile

-
N
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©
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Figure5.5  Distribution and trends in accel eration performance among new U.S. vehicles.
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Two features of Figure 5.5 are especially striking. First, 95% of vehicles sold today achieve
alevel of acceleration performance that beats the average from 1992, and would have put them
in the top 5% in 1985. As an example, consider three venerable sports cars from the mid-1980s:
the 1985 Mazda RX-7, Nissan 300ZX, and Toyota Supra. They all had 0-97 km/h times of 11.0
seconds. Three recent “econo-boxes’: the 2009 Honda Fit and Toyota Yaris, and the 2008 Nissan
Versa, all had 0-97 km/h times between 10.9 and 11.1 seconds. Thisisvirtually identical to the
level of acceleration performance seen in sports cars of a generation ago.

Second, the chart shows that although accel eration times have been getting faster, the rate of
change has been declining. In fact, the chart appears to suggest that acceleration performance may
be asymptoting. A model of exponential decay toward an asymptote captures both the asymptotic
acceleration level and the rate of approach toward that level:

297, = a.e"1%0) + ¢

Parameter ¢ in the equation above represents the estimated asymptotic performance
level, while parameter b captures the average rate at which acceleration performance has been
approaching thislevel, and parameter a is a constant. These parameters were estimated using |east-
sguares estimation for the years 1982—-2009, and the curves fitted in this manner for the median,
5th percentile, and 95th percentile performance levels have been added to Figure 5.5. The fitted
parameters suggested, firstly, that the rate of decay, b, isfairly stable regardless of whether vehicles
are high-performance, low-performance, or in the middle of the pack. In addition, the estimated
asymptotic performance levels ranged from 6.1 seconds for vehiclesin the 5th percentile to
10.1 seconds for vehiclesin the 95th percentile. It isinteresting to note that even high-performance
vehicles are today within 1 second of their estimated asymptotic values. Thisis, of course, far from
proof that reductions in acceleration times are going to stop anytime soon, but it at least suggests
that Americans' thirst for power in their cars may in fact be quenchable, and offers guidance for
making future projections of acceleration performance levels.

5.4 Prospects for Future Vehicle Characteristics in the United States
5.4.1 Fuel Consumption Potential

Assessments of future potential reductionsin fuel consumption benefit from both historical
perspectives on what has been achieved, and forward-looking assessments of available technologies.

Asdiscussed in Chapter 4, automakers are currently talking about reducing vehicle weight
at arate of 2%—-3% per year in the near term. These sorts of rates were observed in the late 1970s
and early 1980s, but were only sustained for afew years. Over the longer term, sustained reductions
of 1%-1.5% per year, totaling some 30%—45% weight reduction by 2050, appear more plausible.
Thisweight reduction would lead to fuel consumption reductions of 0.6%—1% per year.

Asdiscussed in Chapter 3, future improvements in aerodynamics and rolling resistance
should each be able to deliver a potential fuel consumption reduction of close to 0.2% per year.
Incremental powertrain improvements in naturally-aspirated, spark-ignition engines could
contribute about 1% per year in potential fuel consumption reductions, while growth in more
advanced powertrains, including turbocharged gasoline and hybrid electrics, might contribute an
additional one-third to this.
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Considering all of the above sources of improvement, our forward-looking assessment
suggests that an overall rate of technology improvement of about 2%6—2.5% per year isfeasible.
Comparing this projection with the historic rates of improvement documented in this chapter,
we note that it is somewhat higher than the 2% per year measured between 1990 and 2009, but
considerably less than the 5% per year observed between 1975 and 1990.

Note that our analysisin Chapter 3 incorporates two key assumptions. First, our estimates of
the benefits of technology improvements are based on the average vehicle: i.e., all vehicles benefit
(on average) from these improvements. Second, not all of the potential opportunities for improving
the technology are implemented in practice. We assume that only some 75%—80% of the fuel
consumption gains (again, on average) are realized.

5.4.2 Emphasis on Reducing Fuel Consumption

To assess the prospects for future emphasis on reducing fuel consumption in the
United States, we can begin by estimating the amount of technology that will be needed just to
offset future accel eration performance gains and new feature weight.

If historic trends hold, future increases in performance will be relatively modest compared
with what we have seen over the last 30 years. Extrapolating the trends reported in the preceding
section suggests that, relative to 2009 levels, 0—-97 km/h acceleration times could decline about 5%
by 2025, and 6% by 2050. Offsetting this reduction in acceleration time would require technology
improvements equivalent to about a 2%—3% reduction in fuel consumption. In other words,
technology (expressed as fuel consumption potential) would have to improve by about 0.1% per
year to offset future acceleration gains. If we suppose that future acceleration gains were larger,
reaching 10% through 2025 and 15% through 2050, offsetting the fuel consumption penalties of
these changes would require improvements in technology of about 0.2%—0.3% per year.

As shown in Chapter 4, the average weight of feature content in new cars has increased
steadily at about 7 kg/year since the early 1980s. If we assume that this rate continues, then features
would add an additional 105 kg to the average car by 2025, and 280 kg by 2050, relative to 2009
levels. Thiswould constitute an increase in inertiaweight of 7% by 2025 and 18% by 2050. As
reported above, each 1% increase in inertiaweight is estimated to increase fuel consumption by 0.7%.
Thisimplies that improvementsin fuel consumption potential of about 0.3% per year—totalling 5%
by 2025 and 12% by 2050—would be required to offset the effects of increased feature content.

It appears that improvements in fuel consumption potential of approximately 0.5% per year
would be needed to offset the effects of greater feature weight and faster acceleration, if feature
content and accel eration performance continued to follow trends observed over the past 30 years.

If overall fuel consumption potential continues to improve at about 2% per year, asit has since 1990,
then ERFC values of 75% may result, and fuel consumption would fall by about 1.5% per year.
Naturally, if acceleration performance or feature weight changes more slowly, ERFC will be higher,
and if they change more quickly, ERFC will be lower. Similarly, if technology improves more
quickly than the 2% per year assumed here, and the additional improvements are directed toward
fuel consumption reduction, then ERFC would be higher.
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5.5 Conclusions

L ooking ahead toward 2050, overall rates of technology improvement sufficient to reduce
fuel consumption by between 2% and 4% per year (holding size, feature content, and acceleration
performance constant) appear to be feasible. The lower end of thisrangeis consistent with the
pace of improvements since 1990, and could be realized primarily through continued weight
reduction at about 1% per year and incremental improvements in aerodynamics, rolling friction
reduction, and conventional gasoline powertrains. The upper end of thisrangeis closer to the
rates of improvement that were observed between 1975 and 1990, and improvements at this rate
will be required if 2025 Corporate Annual Fuel Economy (CAFE) standards are to be met without
sacrificing other vehicle attributes. This rate of improvement could be realized through weight
reduction targets announced by various automobile manufacturers, combined with incremental
improvements in conventiona gasoline engine technology and steady but manageabl e shifts toward
higher-efficiency alternative powertrains.

Reductions in acceleration times have “consumed” more technology improvements than
any other vehicle attribute since 1975, except for fuel consumption reduction. Technology needed
to offset the fuel consumption penalties of continued reductions in acceleration times will likely
amount to 0.1%-0.3% per year, while offsetting the weight of new features may require a further
0.3% per year. Thus, it appears likely that at least 70% of new technology improvements going
forward will be dedicated to reducing fuel consumption.
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6.0 Fuels and Energy Pathways Forward
6.1 Scope of Chapter

For over a century, the U.S. transportation sector and petroleum industry have benefited
and matured from a mutual dependency. Currently, 71% of the U.S. petroleum consumed each year
fuels 94% of the country’s transportation sector as jet fuel, diesel, gasoline, and other fuel products.
However, growing concerns over geopolitical uncertainties and climate change with continued
petroleum use, as well as rapid increasesin oil and gasoline prices, have presented new challenges
for policy makers, industry stakeholders, and consumers. Questions regarding the sustained use
of petroleum have reignited interest in aternative fuels and explorations into non-conventional
fuel sources.

This chapter reviews the fuel pathways that have been widely discussed for near-term
light-duty vehicle (LDV) applications, including non-conventional fossil fuel sources and
aternative fuels such as ethanol, compressed natural gas, and electricity. Specificaly, it helps
to provide conceptual frameworks for these fuel options, with particular emphasis on the tensions
between commercial viability and reducing petroleum consumption and greenhouse gas emissions
(GHG). Much of this chapter draws from published reports, including the National Petroleum
Council’s 2012 Transportation Study [NPC, 2012], National Research Council’s 2013 Alternative
Vehicles and Fuels Study [NRC, 2013], aswell as data from the Energy Information Administration
(EIA), Environmental Protection Agency (EPA), Department of Transportation (DOT), and the
Office of Energy Efficiency and Renewable Energy (EERE). Section 6.2 describes policy motiva-
tions and challenges with aternative fuel development. Sections 6.3 and 6.4 discuss possible
directions for fuel development and their implications on fuel compatibility and scalability and
stakeholders. Section 6.5 discusses how the various degrees of consumer involvement can align
with or complicate policy goals, and Section 6.6 concludes with a summary.

It isimportant to note that this chapter makes no pretense of completeness on the issues,
but attempts to instead present conceptual ways for understanding why there has been a proliferation
of options but little consensus on a path moving forward. Shifting to alternative fuels can address
energy security and climate change issues, but depends on how they are produced, distributed, and
used. All have arange of low-carbon and high-carbon producing pathways, and in some situations,
they can increase the separation between national security and supply security dimensions of
energy security, making their precise impacts on broader policy issues difficult to assess. Though
both energy security and climate change issues share some common ground in potential mitigation
strategies, the proposed options often invite challenging trade-offs, raising more fundamental
guestions to better define and prioritize the objectives and problems.

For purposes of clarity, the fuels and fuel sources are described and differentiated in
Table 6.1. The vehicle options described in Chapter 3 are used.
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Table6.1 Fuel Definitions by Chemical Composition and Source
Chemical Composition Fuel Sour ce (Average Feedstocks 2011)
Gasoline Liquid hydrocarbon mix (estimates in Wang et al., 2012 reference case)
C,toC, 82% Conventional crude oil
13% Canadian tar sands
5% Venezuelan heavy and sour crude
XTLs Liquid hydrocarbon mix Coal (CTL)
(hydrocarbon liquids) | C,to C,, Natural gas (GTL)
Ethanol Liquid alcohol 99.53% Corn
CH,CH,OH 0.47% Other cellulosic biomass
E10/E15/E85 Blends of ethanol and gasoline:
E10 = 10% ethanol 90% gasoline
E15 = 15% ethanol 85% gasoline
E85 = 85% ethanol 15% gasoline
CNG Nearly al methane (CH,) (estimates are aggregated supply reserves)
57% Conventional and tight natural gas
38% Shale gas
4% Coalbed methane
1% Renewable natural gas (RNG)
Electricity Elementary charged particles (national average, varies by state)
generated by friction, induction, 37% Cod
or chemical change 30% Natural gas
19% Nuclear
12% Renewables

1% Oil and other liquids

50% Natural gas
30% Liquid hydrocarbons
18% Cod

Hydrogen Fuel Cell

6.2 Policy Motivations and Context for Alternative Fuels

While U.S. energy policies have predominantly been implemented in response to supply
shocks and have focused on mitigating them, the associated challenges have evolved and grown
more complex. Geopolitical uncertainties and petroleum’s persistent role as a strategic commodity
continue to create political and economic tensions that conflate issues of nationa security and
foreign policy with supply security. Climate change due to GHGs has widespread additional social,
political, and economic consequences, which are often measured by its impacts on various
indicators such as health, population displacement, resource vulnerability, Gross Domestic Product
(GDP) loss, or price volatility with certain products, for example [Foti et a., 2012]. Though some
of the uncertainties associated with climate change are aleatoric, many are epistemic, due to alack
of reliable historical data, indeterminacy, or ignorance, which amplifies climate change’s costs and
makes planning difficult.

Land-based transportation, specifically LDV, remains the largest user of petroleum and
the highest GHG emitters, and has been an appealing areafor transformation. In the United States,
passenger cars and light-duty trucks represent 76% of the vehicles on the road and consume over
half of the petroleum utilized each year as gasoline—in 2011, roughly 370 million gallons of
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gasoline were consumed in 254 million registered passenger vehicles[FHWA, 2013]. That same
year, the United States contributed 19% of global CO, emissions, or 6.7 GtCO,, making it the
second highest CO, emitting country after China. Of these emissions, 33% or 2.2 GtCO, were
related to the transportation sector. Over half came from passenger cars and light-duty trucks, while
the remainder was from other modes of transportation, including freight trucks, busses, commercial
arcrafts, ships, boats, and trains as well as pipelines and lubricants (Figures 6.1 and 6.2) [EPA, 2013].
When well-to-wheels (WTW) CO, emissions are included, which take into account upstream
emissions associated with fuel production and distribution, the scope for impact is even greater.

Tg CO, Eq.
2,500 - Relative Contribution
by Fuel Type 2.159
2,000 - Petroleum 1,745
1500 - Natural Gas
1,000 T
500 -
50
o 4
U.S. TERRITORIES COMMERCIAL RESIDENTIAL INDUSTRIAL TRANSPORTATION ELECTRICITY

GENERATION

Figure6.1  EERE (2014) CO, Emissions from Fossil Fuel Combustion by Sector

and Fuel Type
Tg CO, Eq.
2,000 =
From Direct Fossil Fuel Combustion 1,769
From Electricity Consumption
1,500 1,401
1,137
968
1,000 =
500 =
50
O - ————cGacassS———
U.S. TERRITORIES COMMERCIAL RESIDENTIAL INDUSTRIAL TRANSPORTATION

Figure6.2 2011 End-Use Sector Emissions of CO,, CH,, and N,O from Fossil Fuel
Combustion

Source: Inventory of U.S. GHG Emissions and Sinks: 1990-2011 [EPA, 2013].
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While altering the LDV and fuel mix may be seen as an appealing opportunity for bringing
about these policy goals, the realities of fuel switching or mixing make it a complicated and
massive undertaking and a coordination challenge. First, alternative fuels and vehicles would
have to demonstrate the ability or potential to produce fewer lifecycle emissions than mainstream
options, to be widely available as supply grows, and to mitigate the security dimensions of energy
use. Second, they would have to compete with mainstream options and be directly integrated into
the transportation system. Either situation would require coordinating new and incumbent
stakeholders—fuel supply chain companies, fuel retailers, auto manufacturers, car retailers, and
consumers. Introducing new fuels and/or vehicles and making them competitive with incumbent
technology on prices and traditional metricsis not only a significant challenge, but also one that
grows in difficulty aslow demand generates negative reinforcement within the existing system.

Policy approachesto aid in the transition are often broadly thought of either as centralized
planning or market-based, both of which have faced criticism as “ picking winners’ and/or “low-
hanging fruit” strategies. Approaches abroad, particularly ethanol in Brazil and compressed natural
gas (CNG) in India, have mostly resembled the former, in which both governments aggressively
pursued alternative fuel programs to reduce oil dependence and air pollution, respectively, and were
ableto rapidly integrate aternative fuels into their transportation mix. Many studies are in general
agreement that, during their initial periods, these programs were successful in achieving their goals.
Since flex fuel cars were introduced in 2003 in Brazil, now virtually all cars sold in that country
are flex fuel and comprise over 55% of vehicles on the road, or over 16.5 million vehiclesin 2012.
Additionally, their sugarcane-ethanol industry has had beneficial spilloversin reducing transporta-
tion and some el ectricity-related emissions by 600 million tons since 1975 and 25.8 million
tCO,eg/year through cogeneration plants [Brazilian Sugarcane Industry Association (UNICA),
2012; EIA, 2012; FAS, 2013; Carvalho, Macedo et al., 2004]. India' s program, which was notably
brought about by a different branch of government, namely, through a Supreme Court decision
enforcing the government’s constitutional authority to manage environmental pollution, was able
to successfully phase out older busses in favor of CNG, which for atime, improved air quality.
Both alternative fuel programs have recently run into new complications. As Brazil’s ethanol
industry beginsits deregulation process, it faces greater demand volatility and more direct
competition with gasoline, partly enabled by the flex-fuel vehicle design and tensions with
trade agreements. For India, while air particul ates are less a concern, new pollutants such as NO,
have returned air quality to its prior state.

While these cases make it easy to dismiss centralized policies as short-term gains and
long-term losses, they provide valuable insights into the relationships needed to have the right
political structures, policy instruments, and enforcing mechanisms in place. In both of the case
studies discussed above, part of their initial success emerged from having an established legal
framework that gave certain institutions the authority to manage these issues, as well as avenues
through which they could be checked, challenged, and enforced. However, they both struggled in
being able to adapt policy standards to new and evolving situations. In the United States, policy
can take place or be contested in a number of ways—through legidative, administrative, executive,
and judicial avenues, aswell as on federal, state, and municipal levels—and often by setting legal
precedence. Understanding how these institutional authorities can affect change helps frame the
ways in which these sometimes problematic transitional periods might evolve.
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Generally, the United States has adopted a mixed strategy toward alternative fuel
development, with a preference for economic or financial instruments but also a technol ogy-centric
approach. Several key federal |egislations have set the tone for their devel opment:

e toreduce mobile sources of pollutants
Clean Air Act of 1970

» toestablish fuel economy standards and incentivize alter native vehicle manufacturing
through Corporate Average Fuel Economy (CAFE) credits

Energy Policy and Conservation Act in 1975
Alternative Motor Fuels Act of 1988

e todirectly fund AFV infrastructure

Intermodal Surface Transportation Efficiency Act of 1991 (ISTEA)
Energy Policy Acts of 1992 and 2005

» togrant tax creditsand exemptionsfor AFV technologies and Renewable Fuel
Standards (RFS1 and 2)

Energy Independence and Security Act of 2007

Energy Improvement and Extension Act of 2008

American Recovery and Reinvestment Act of 2009

Tax Relief, Unemployment Insurance Reauthorization, and Job Creation Act of 2010
American Taxpayer Relief Act of 2012

Financial incentives can aid in solving the low demand problem by artificially lowering
prices to make the alternative options more economically attractive, but this does not necessarily
bring policy demand and transportation demand into alignment. While the general consensusis
that raising gasoline taxes—which would actively curb demand-side petroleum consumption and
emissions by extension—currently seems politically infeasible in the United States, federal policies
like the Renewable Fuel Standards (RFSs) and potential Open Fuel Standard have instead focused
on enabling the supply of aternative fuels and vehicles that would reduce petroleum consumption
and GHG emissions and help make them more competitive before “letting the market decide.”
However, only enabling supply can leave AFVs vulnerable to low and unstable demand, where they
are often regarded as voluntary or moral choices, and still subject to traditional price metrics and
brand heuristics. Education and marketing can help change public attitudes to internalize these
policy motivations, but can be slow-moving strategies.

Understandably, there is no silver bullet approach and policies often have unintended
consequences—centralized planning has been criticized for discouraging innovation, governments
have an inconsistent record for picking “winners,” and global markets can undermine deregul ated
domestic programs. However, encouraging alternatives to compete with incumbent technology
can mean increasing requests for funding or tax exemptions, as well as the need to develop
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standardizing metrics to compare all of the options, which can be time consuming. Further, policy
incoherence can a'so be costly and slow down development. For instance, separately, California’s
zero emissions (ZEV) standard and the federal CAFE standard both incentivize technologies with
zero tailpipe emissions, but together they create an accounting loophole that enables the production
of less-efficient vehicles through credit trading; double counting provides electric vehicle
manufacturers with a surplus of credits that other auto manufacturers can purchase to continue
manufacturing vehicles with lower miles per gallon (MPG) while appearing to improve fuel
economy on an aggregate level [Knittel, 2014]. Though well intentioned, these policy strategies
can be disjointed and sometimes conflicting.

While the effectiveness and economic impacts of these policy instruments have been
extensively debated, there still remains the fundamental question of how urgently climate change
issues should be addressed. Notably, even though climate change has been receiving more attention
recently, the only piece of legidation through which these issues and GHG emissions could be
addressed isthe Clean Air Act of 1970. Nonetheless, alternative fuels and vehicles have been
developed domestically in this political context that focuses on achieving policy goals through cost
competitiveness and technological feasibility. The effects of this political context will be discussed
in subsequent sections.

6.3 Directions for Fuel Development

As mentioned earlier, alternative fuels and vehicles have to satisfy two broad criteria:
to demonstrate an ability or potential to improve energy security or GHGs and to be commercially
viable. Given that explorations into alternative fuels have been policy-motivated, possible
directions for their development are the following:

1) Improve fuel economy but continue with mainstream options using hydrocarbon fuels
and modest fuel blending with ethanol to satisfy oxygenate requirements;

2) Incorporate higher alternative liquid fuel blends to displace and reduce gasoline use;
3) Switch to new fuels and dedicated fuel systems; or
4) Allow for adegree of flexibility in the selection of fuel options.

These directions for fuel development reflect different opinions about technology
and infrastructure timing, investment requirements, consumer involvement, and the urgency
in addressing energy security and climate change issues. Depending on the ways that policy
conditions and markets evolve, they can reflect increasing changes to the system and to the
stakeholders. Based on these different directions, Table 6.2 summarizes the currently available
fuels, fuel sources, and vehicle options that are competing. (See also Table 6.1.)
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Table 6.2 Fuel Directions and Competing Options
“ Status Quo” Fuel Blending Fuel Switching Fuel Flexibility
Competing Fuel Gasoline Gasoline Gasoline Gasoline
Options XTLs XTLs XTLs XTLs
E10/E15 E10/E15 E10/E15 E10/E15
E85 E85 E85
CNG CNG
Electricity Electricity
Hydrogen Hydrogen
Competing Fuel Crude Oil Crude Qil Crude Oil Crude Oil
Source Options Unconventional oil | Unconventional oil | Unconventional oil | Unconventional oil
Natural gas Natural gas Natural gas Natural gas
Codl Cod Codl Codl
Corn/Biomass Corn/Biomass Corn/Biomass Corn/Biomass
Nuclear Nuclear
Other renewables Other renewables
Competing Vehicle | Conventional Conventional Conventional Conventional
Options Hybrids Hybrids Hybrids Hybrids
Flex-fuel Flex-fuel Flex-fuel
NGV NGV
BEV BEV
Hydrogen Fuel Cell | Hydrogen Fuel Cell
Bi-fuel
PHEV

A cursory glance suggests that allowing for fuel switching or flexibility fosters greater
competition, and/or diversification, but the implications are not so obvious. Fuel and fuel source
variability disproportionately affect different aspects of the transportation system, expanding
certain functions while reducing others and shifting the stakeholders involved. Global and regional
markets can also be impacted if and where these fuels and vehicles are produced, distributed, or
used. Without clearly defined directions or targets for alternative fuel developments, all of these
fuel options will have to compete for market share based on their commercia viability. Thus,
without having discrete pathways that can be readily compared and evaluated, having this many

options creates a confusing redundancy.

In the following two sections, the impact this redundancy can have on fuel compatibility
and scalability, stakeholders, and consumers will be discussed.

83




ON THE ROAD TOWARD 2050

6.4 Fuel Compatibility and Scalability

Fuel compatibility is often desirable from an economic feasibility standpoint, in that it may
minimize requirements for infrastructure and vehicle modification and also have potential financial
or political benefits. However, the feasibility argument can be difficult to deconstruct and assess as
it involves a set of technical and economic interactions and feedback. In the case of these alterna-
tive fuels, ethanol and methane, among others, are common byproducts of several existing
processes where the technical ability exists, but the economics strongly influence the upstream
decision of which pathway to pursue as well as the scalability of the production of these alternative
fuels. Since current vehicle designs have little margin for fuel variability, these proposed
alternatives lack downstream compatibility with this LDV end use, whereas other aternatives, like
hydrocarbon fuels produced from various feedstocks (synthetic liquid transportation fuels or XTLS),
have that compatibility. Scaling up fuel production without also significantly changing vehicle
fleets would have inherent advantages over those requiring new vehicle fleets; however, their
successful deployment and adoption ultimately depend on their demand.

6.4.1 Current Transportation Fuel Mix and Supporting Infrastructure

Hydrocarbon fuels, mostly derived from petroleum, still hold the largest market sharein
terms of fuel consumption, and much of the supporting transportation infrastructure facilitates their
movement (Figures 6.3 and 6.4). 76% of fuels consumed in 2011 was gasoline, while 5% was
ethanol and 0.4% was other aternative fuels. The supporting infrastructure for each of these fuels
will be discussed in greater detail below, and for purposes of clarity, gasoline, E10, and XTL
hydrocarbon fuels, though they typically support each other as mainstream fuels, will be
discussed separately.

Biodiesel ~
0.5%

CNG 42.7%

I LNG 5.1%
— 0.4% —

Gasoline = E85 26.6%

71.3%
Electricity 1.5%

Figure6.3 2011 Composition of Consumed U.S. Transportation Fuels (gge)

Source: EIA (2014).

84




Fuels and Energy Pathways Forward

Liquid Pipeline 3.07%
Navigable Waterways 0.42%
= —— TransitRail 0.18%
% Amtrak Rail 0.36%

Freight Rail 1.6%

Figure6.4  Milesof U.S. Transportation Infrastructure

Source: AFDC (2013). Available at http://www.afdc.energy.gov/datal/tab/all/data_set/10335

Gasoline

Gasoline production and distribution infrastructure is supported by a complex and
coordinated network of oil and gas producers, refineries, pipeline, and railway companies. 97%
of gasoline consumed in the United States is domestically refined and distributed by 143 petroleum
refineries operating around 90% annual capacity, which produce 134 billion gallons annually or
approximately 370 million gallons of gasoline per day. From these refineries, gasoline product is
transported through 95,000 miles of refined product pipelines, along 140,000 miles of freight
railroad, and/or by local delivery trucks to approximately 160,000 gasoline retail stations
concentrated in population dense coastal areas [EIA, 2013]. Thisinfrastructure is often used as
abaseline for comparison to large-scale deployment of alternative fuels; though it is not necessarily
areguirement, as some of the proposed alternative fuels can utilize other distributed networks for
their delivery.

Hydrocarbon Fuels

Apart from their production challenges, liquid hydrocarbon fuels from natural gas, coal,
biomass, and potentially other sources, could be considered a perfect fuel substitute for gasoline,
asthey are chemically indistinguishable and differentiated only by their fuel source. As such,
they could integrate seamlessly into existing distribution and storage infrastructure as well as be
compatible with conventional vehicles. However, natural gas-to-liquids (GTL), coal-to-liquids
(CTL), and biomass-to-liquids (BTL) fuels are complicated to produce and have only been
commercialy demonstrated outside the United States. Currently, there are five GTL plants
operating globally. Shell operates two facilitiesin Malaysia and one in Qatar, Sasol hasonein
South Africaas well as ajoint-venture with Chevron also in Qatar: one plant is currently under
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construction in Nigeria, as are two proposed plants in Pennsylvania and Ohio. The large-scale Shell
facility in Louisiana was cancelled in December of 2013. Sasol also owns and operates the only
CTL plant in the world. Due to market conditions, X TLs are often considered a backstop to
supplement petroleum, and waxes and lubricants are typically more profitable manufacturing
products for the chemical industry [EIA, 2014]. The five GTL plants have capacities ranging from
2,700 barrels per day (bbl/d) to 140,000 bbl/d, while Sasol has considered expanding its CTL
plant’s capacity from 160,000 bbl/d to 275,000 bbl/d by 2040 [EIA, 2014].

E10/15

To satisfy an oxygenate requirement to aid in cleaner fuel combustion, gasolines sold in
the United States are typically blends with up to 10% ethanol. Prior to ethanol, methyl tertiary butyl
ether (MTBE) was the preferred oxygenate until leakages from gas station tanks and groundwater
contamination were reported. Ethanol is not only biodegradable and considered less detrimental to
groundwater, but also its oxidative properties help improve combustion efficiency, although only
to alimit before its corrosive attributes and lower relative energy content create complications for
vehicle durability and performance. According to some studies [Greenwire report], even 10%
ethanol damages older vehicles, and ethanol’s hydrophilic nature can create fuel separation during
storage and use, particularly at colder temperatures. However, the EPA still permits E15 usein cars
built after 2001, although many auto manufacturers note that their warranties will not cover any
damage caused by fueling with E15.

To support 10% ethanol blending—as well as modest amounts of higher ethanol
blends—193 biorefineries operating on average at 92% capacity produced 14 billion gallons of
ethanol in 2011, mostly from corn, and 67.4 million gallons, or 0.47%, were from other feedstock
materials, including brewery/beverage waste, milo/wheat starch, waste sugars, wood waste, cheese
whey, potato waste, and sugarcane gallons [EIA, Annual Energy Review, 2011]. Once blended, E10
can be distributed and stored with other gasoline product lines and requires little additional
infrastructure. From these refineries, ethanol is delivered to gasoline blending facilities primarily by
truck, though in 2008 Kinder Morgan became the first company to transport ethanol through their
Central Florida Pipeline from Tampato Orlando. In 2010, POET and Magellan Midstream Partners
proposed the construction of a dedicated ethanol pipeline connecting the Midwest and Northeastern
states, but abandoned the project in 2012 due to lack of government financing.

E85

While conventional and modified vehicles are both capable of operating on pure ethanol,
its corrosive attributes and lower relative energy content can diminish the vehicles” durability and
operation. It isthus restricted to a blending limit of 85% ethanol and 15% gasoline by the EPA.
Modifying vehicles to run on higher ethanol blends is estimated to cost an auto manufacturer
approximately $100 per vehicle. As many as 10.6 million vehicles on the road are considered
flex-fuel vehicles that can operate on blends up to E85. E10 and E85 differ in infrastructure
requirements after they are blended, since E85 requires reinforced storage tanks during transport
and at retail stations. As U.S. gasoline stations generally have an average of 3.3 tanks, providing
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E85 would require an additional tank or converting an existing tank, which can cost on average
$71,735 (median $59,153) and $21,031 (median $11,237), respectively [Alternate Fuels Data
Center (AFDC) and National Renewable Energy Lab (NREL), 2008]. Currently there are about
2,500 E85 refueling stations in the United States.

CNG

Composed mostly of methane compressed from a pressure of 400 psi to 3,600 psi, CNG can
be produced or co-produced from a variety of sources, including shale natural gas, oil, conventional
gas, coal (coalbed methane), and renewables (renewable natural gas or RNG), that are typically
considered part of the aggregate natural gas supply though they differ in recovery and processing
methods. As such, CNG competes with a number of other uses for the natural gas supply, athird
of which currently goes to electricity production, another third for industrial purposes, and the
remaining for residential heating. Only 3% of natural gasis currently used for transportation-related
activities. Nonetheless, due to recent expansions in domestic supplies that have enabled relatively
cheap natural gas, as well asits cleaner combustion compared to gasoline, natural gas applications
in transportation have experienced modest success in heavy- to medium-duty vehicle applications.
As noted in Chapter 3, CNG requires a modified vehicle. It can be used alone, though some
vehicles are designed to carry a backup gasoline fueling system and tank. Dual fuel operation,
while possible, is still undergoing R& D and has not been commercially demonstrated. The size
limitations for these tanks impact vehicle design as well as create trade-offs in performance and
fuel economy. CNG may be better suited for larger vehicles with high annual mileage, such asin
fleets. With few LDV s available on the market, CNG distribution infrastructure isfairly limited—
of the available 1,358 retail stations, 687 are public and 671 are private, though more than half are
quick-fill (475 stations, 4-6 min refill) and 125 are time-fill stations (4—6 hours to refill). These
stations vary from $400,000 to $1.7 million, for capacities |ess than 500 standard cubic feet per
minute (scfm) to greater than 2,000 scfm, respectively. Home CNG compressing units, which can
leverage natural gas's distribution network of 300,000 transmission lines and 2.1 million miles of
local utility distribution pipes, are also available for $4,500, although approximately eight hoursis
required to fill atank.

Electricity

Electricity production, transmission, and distribution are well established, with 19,023
individual generators and 6,997 operational power plants supplying approximately 4,106 billion
kilowatt hours (kwWh) of electricity annually. There are approximately 6,719 public vehicle
recharging stations, as well as home chargers available, though there are currently fewer than
100,000 plug-in hybrid vehicles (PHEV) and battery electric vehicles (BEV) on the road. While
the press has occasionally compared power draw from electric vehicles to be equivalent to a small
house, according to the AFDC, the annual energy use of the Chevy Volt would be 2,520 kWh,
which isless than that required for atypical water heater or central air-conditioning system. In
addition, it could be programmed to draw power only at certain times, thereby shifting the load
to off-peak hours. From an emissions standpoint, electric vehicles generally have zero tailpipe
emissions, but WTW emissions depend strongly on the local electrical energy supply mix.

87




ON THE ROAD TOWARD 2050

6.4.2 Pathways for Expanding Fuel Supply

Based on assumptions regarding current technological timescales and the state of the
industry, the NPC and NRC studies estimate that for E85 to supply 10% LDV fuel demand,
approximately $40-$56 billion would be needed to build biorefineries. For CNG to displace 30%
LDV, $100-$200 hillion would be needed for retail infrastructure. For electricity to displace 10%
LDV, $16-$42 billion would be needed for recharging stations [NPC, 2012 and NRC, 2013]. This
section provides a context for examining the ways in which fuel production and distribution could
expand. It isimportant to keep in mind that building up the alternative fuel supply to help it achieve
economies of scale could reduce costs and increase competitiveness, but market forces still
determine fuel prices and demand. Market dynamics and its structuring will not be discussed in this
report directly.

Gasoline and Hydrocarbon Fuels

Each year, approximately 11.6 million new vehicles are added to the U.S. auto market,
of which 99% still operate on hydrocarbon fuels. Satisfying this fuel demand has given rise to
increased exploration of “unconventional” crude oil sources as well as aforementioned XTLs, both
of which have been environmentally and financially controversial and invited debate over various
technical intricacies and sources of uncertainty. Unconventional playsin the United States expand
into conventional Texas and Gulf Coast plays (Permian Basin and Eagle Ford), as well as extend
into North Dakota (Bakken Formation), Oklahoma (Granite Walsh), Wyoming, and Colorado
(Niobrara Formation). As crude oil is easy to transport over long distances, nearby expansions, as
with the tar sands from Canada, have also helped to rapidly increase supply. Unconventional crudes
have become more of the norm and not the exception, in part because the technical and geological
distinctions between conventional and unconventional crudes have somewhat blurred. In some
cases, “unconventional” has been used as a catchall term for resources that have poor permeability
or characteristics that differ from sandstone and carbonate reservoirs; in othersit has referred to
where techniques, such as horizontal or vertical fracturing can be implemented. Both conventional
and unconventional crude oil sources can require similar drilling and fracturing techniques to
extract the crude, but the latter have more variability in site locations, difficulty in extracting the
material, and assuring material quality, as well as land and water use. These variations not only
present new technological challenges but also can result in higher investment costs, aswell as
environmental and legal challenges regarding land and water use. Some emissions from
explorations into unconventional plays fall within normal ranges, but others expand them.

Unconventional oil playsimpact both midstream and downstream operations. Refineries
in the United States, which are designed and optimized to run on nearby or readily available crudes,
are impacted by changes to crude oil feedstock, both in terms of supply and crude quality, as well
as costs for transporting materials [NPC, 2012]. In the past, the highest-capacity petroleum refinery
plants, which are located primarily in the Gulf Coast region, had atendency to process heavier
crudes, but now have seen arecent influx of lighter crudes from the Eagle Ford play. Major refiners
such as Tesoro, Valero, HollyFrontier, and Marathon Petroleum are now expanding existing
refineries in Utah, Texas, and Kansas to process these oil shales. In contrast, other refineries,
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particularly in Michigan and Illinois, have had to undergo multi-billion-dollar upgrades to process
heavier crudes from Canada, where oil-refining capacity has declined and shifted to the United
States [EIA, 2013 and CBC, 2011]. In the United States, at |east $20 billion has already been
invested in similar projects.

Product mix and energy use for these refineries are aso impacted by unconventional oil.
With conventional crudes, distillation methods typically convert about half the output of a barrel
of crude oil into fuel products, while chemical refining via cracking and unification produce the
rest, typically dependent on demand. In 2011, nearly half of the crude oil was refined into gasoline,
and alittle less than half was refined into diesel oil [EIA, 2013]. Figure 6.5 isasimplified
schematic of typical crude oil refinery processes, which better shows the relationship between
refining methods and preferred products. Heavier crudes generally take more energy to process,
have more polluting byproducts, and are more valuable as diesel or other less-refined byproducts,
thereby increasing upstream environmental impacts associated with crude oil use.
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Figure6.5  Simplified Schematic of Crude Oil Refinery Processes
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As mentioned earlier, XTLs typically supplement the petroleum supply by producing
similar fuel products from other feedstocks. The two dominant feedstock sources for hydrocarbon
fuelsare fossil fuels, namely, coal and natural gas, though biomass has been increasingly used.
While the refining process itself can be applied to arelatively more heterogeneous feedstock,
refineries often specialize in one particular type of feedstock and prefer materials that require fewer
purification or treatment steps. Thisis because the desired intermediate products, hydrogen gas
and carbon monoxide gas, or syngas, can be produced from all of the feedstocks through
thermochemical conversion, but have different processing requirements, which creates cost
trade-offs in energy consumption and material processing. For instance, natural gas and coal
typically undergo pyrolysis, while gasification is preferred for biomass. After conversion to syngas,
however, all undergo a Fischer-Tropsch (FT) process to be catalytically converted into a broad
range of paraffinic hydrocarbons, which can then be converted directly to gasoline or other
products. Figure 6.6 illustrates the wide range of products that can be created from syngas.

Product purification and waste disposal can create additional financial and environmental
reasons for selecting one conversion method over another. For instance, coal generally requires
extra processing to remove sulfur compounds, and likely carbon capture and sequestration (CCS)
asit produces more CO, emissions than natural gas.

Although XTLs have been produced commercially as early as the 1930s from coal and the
1980s from natural gas, these plants are still considered high-risk investments as they face high
capital costs and are very sensitive to changesin coal and natural gas prices [National Academy
of Sciences (NAS) and National Renewable Energy Lab (NREL), 2008]. For instance, the
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Figure6.6  Syngas products and pathways
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Sasol Oryx plant that was constructed over five years ago at a cost of about $35,000/daily barrel,
while the Escravos plant in Nigeria costs $200,000/daily barrel or $8.4 billion for 33,000 barrels
per day of GTL product. Shell’s Pearl GTL plant in Qatar is expected to cost $18 billion for a
production capacity of 140,000 daily barrels of FT fuels and 120,000 daily barrels of natural gas
liquids [NPC, 2012, Part I1]. Based on NAS and National Energy Technology Laboratory studies,
GTL arerelatively more economical than CTL or coal-biomassto liquids (CBTL) plants [NPC,
2012, Part I1]. The EIA’'s Annual Energy Outlook [EIA, 2014] notes that producing waxes and
lubricating products could help improve the long-term profitability of GTL plants, as they have
experienced a steady increase in demand in the chemicals market.

E85

While ethanol production in the United States has been spurred by RFS2 mandates and
continues to receive political support, it still faces some supply challenges and E85 blending is
partly conditional on aspects of its demand as well as for ethanol. The questions are whether new
vehicles will be required to be flex fuel and whether conventional blends will be E10 or E15. Also
in question is whether trade barriers with Brazil, which has plans to expand its ethanol industry,
will be reduced. Distributing E85 would also require expansion—to support 20 million vehicles,
approximately 7,000 more rail tank cars and 20,000 E85 stations would be needed [NRC, 2012].
The total estimated cost for these additions would be $50-$70 billion, with 80% of that for
biorefinery construction (150 corn ethanol plants, 76 cellulosic biorefineries, and/or 16 biodiesel
plants) and the remaining 20% to support the biofuel delivery system. In the United States, corn
islikely to remain a dominant feedstock for ethanol production, though RFS2 capsit to 14 billion
gallons, and the amounts above that cap can be from cellulosic ethanol—which includes energy
crops, aswell asforest, agricultural, and municipal wastes (Figure 6.7).
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Figure6.7 RFS2 Mandate and Composition
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In terms of expanding ethanol supply, corn and cellulosic biomass feedstocks have different
technology requirements and challenges, which can affect how the industry is organized. Despite
the initial controversy over energy, water, and land use changes, corn has two distinct technical
advantages as a feedstock: 1) it isareliable, fast-growing, low-cost, and high-yield crop, and
2) its predictable chemica composition and high starch content are ideal for enzymatic or chemical
hydrolysisto break it down into sugars, which microorganisms can then ferment into ethanol. These
advantages enabled rapid industry growth and concentration in the Midwest. In contrast,
the difficulty with using cellulosic materialsisin part due to their unpredictable and/or small crop
yields, aswell astheir heterogeneity, which still require more R&D to identify the biological
pathways suitable for breaking down specific feedstocks. From an industry standpoint, cellulosic
refining expands the geographical areafor ethanol production, but its development may be slower.
According to the NPC study, thereis still considerable room for refining capabilities to improve,
though their low density and geographic variability make it uneconomical to transport biomass
feedstocks over long distances to centralized production facilities and instead favors feedstock
specialization and smaller local economic densification technologies. Explorationsinto high-yield,
perennial energy crops, including miscanthus, as well as forest and agricultural residue recovery,
can help reduce some of these challenges with cellulosic materials as well as those associated with
corn. It is expected that these explorations will continue while still in the research and development
(R&D) phase [U.S. Department of Energy (DOE) Billion-Ton Update, 2011]. Expansion of photo-
synthetic cultivation of microalgae, which has been practiced commercially for nutritional products,
into fuel applications has also been proposed, though it would require offshore cultivation and
different technologies.

Whether from corn or cellulosic, ethanol typically is produced from either a biological
pathway involving enzymatic processes, acid hydrolysis, and fermentation or from athermo-
chemical pathway similar to XTLsinvolving a combination of chemical reactionsto create a
biocrude that can be gasified and restructured into ethanol. Hybrid approaches have aso been used
to further speed up the ethanol conversion process. There are advantages and drawbacks to each of
these pathways in terms of speed, material efficiency, and energy and water use which are still
continuously improving. With the high variability in feedstock materials, and by extension fairly
specialized refining requirements, thereis still considerable potential for future ethanol
development, though its fuel applications depend on a number of other factors.

The net GHG emissions from ethanol production (from these several biomass sources)
remain an, as yet, unresolved issue. More recent assessments are indicating that CO, emissions
for the extensive land use required for planting and growing biomass for fuel production are
significant and detract from this alternative fuel option.

CNG

As mentioned earlier, scaling up CNG is more dependent on market conditions, as there
are many competing uses for natural gas. While recent developmentsin expanding domestic natural
gas supply have been controversial, the technical barriers with CNG are those generally associated
with transporting gases over long distances. Requiring either pressurized tanks for transport as a
gas or cryogenic tanks for liquid transport, natural gas's properties affect distribution and vehicle
design, aswell asimpact its market structure which is primarily regional markets that are sensitive
to changes in the domestic resource base.
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Developments in the natural gas supply base, particularly shale gas, has been the primary
motivation for considering expanding natural gas use in the transportation sector, though the most
environmentally contested. Renewable natural gas (RNG) has been discussed as an areafor growth
and development for improving natural gas production’s environmental footprint, though its
resource base, which can be from biogas sources (landfill gas, agricultural manure) in addition to
cellulosic biomass and waste, is estimated to be 4.8 tcf, or 1% U.S. natural gas supplies, and also
has competing uses, like ethanol and electricity production. Shale plays, in contrast, are expected
to account for nearly two-thirds of gas production growth and will expand total natural gas supply
to approximately 2.5 trillion cubic feet (tcf) [AEO, 2011 and IEA, 2013]. U.S. estimates of tech-
nically recoverable shale gas are 860 tcf [EIA, 2011—based on 2009 data]. Proven reserves, which
are currently 317 tcf shale gas, comprise about athird (132 tcf). However, the cost for drilling wells
in the seven major shale plays, located mostly in the Texas-Oklahoma region, the Rockies, and in
Pennsylvania, can range from $4.5 million to $8.5 million each, where deeper wells are typically
more expensive to drill. For example, Marcellus wells are 6,000-6,500 feet deep. Otherslike
Granite Wash in Texas-Oklahoma Panhandle are 11,000-15,000 feet deep and cost $7.5-$8 million
each. The total expenditure for drilling in 2012 was $54 hillion.

Environmentally, shale gas has additional land-use and water impacts, as hydraulic
fracturing techniques involve moving large quantities of highly pressurized water and chemicals
that can disrupt nearby infrastructure. It is also difficult to dispose of them safely. These techniques,
which are also used for oil plays, are most effective with certain types of formations, particularly
those with lower clay content and high in brittle materials such as quartz, feldspar, and carbonates,
and tend to be from marine-deposited shales. Non-marine deposited shales, which are higher in clay
and more ductile, tend to absorb energy and produce smaller fractures, making extraction
techniques like hydraulic fracturing less effective.

Shale gasis similar to other fossil-natural gas and does not require significantly different
processing and refining requirements, unlike RNG which in some ways parallels cellulosic ethanol
and XTL production, in that it can be produced via purpose-built anaerobic digesters or
thermochemical gasification. However, the anaerobic process for methane is entirely different and
requires abiologica system composed of two basic types of bacteria, one that solubilizes organic
solids and ferments them into acids and alcohols, while the other converts the acids and alcohols
into methane. It is difficult to keep these processes stable because they require temperature and pH
balances favorable to several microbial populations; methane producers are sensitive to changesin
their environment whereas acid formers are fairly robust and will continue to thrive in a broad
environmental pH and temperature, which can easily unbalance the system. Further, heavy metals,
chlorinated compounds, and detergents are highly toxic to both of these organisms, which often
means pretreatment is necessary. By comparison, thermochemical conversion can be smpler,
but it is often used to treat waste products and fired in cogeneration plants to produce e ectricity.
According to the Argonne National Laboratory Greenhouse Gases, Regulated Emissions, and
Energy Use in Transportation (GREET) model, results show that, despite increased total energy
use, both fossil fuel use and GHG emissions decline for most RNG pathways as compared with
fossil natural gas and petroleum [Han et al., 2011]. However, GHG emissions for RNG pathways
are highly dependent on the specifics of the reference case, as well as on the process energy
emissions and methane conversion factors assumed for the RNG pathways. The most critical
factors are the share of flared controllable methane and the quantity of methane lost during natural
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gas extraction, the magnitude of the nitrous oxide lost in the anaerobic digestion process and
residue, and the amount of carbon sequestered in anaerobic digestion residue. Though promising,
RNG developments are slow and compete with other current processes.

Distributing CNG is one of the major hurdles for direct use of natural gasin transportation,
but depends on its high-volume end users. Though roughly 92% of natural gas distribution lines
serve residential units, 7% commercial business, and 1% el ectric power generation customers, in
terms of volume, a small number of |arge-volume users consume more than 60% of the natural gas.
As such, the bulk of the $100-$200 billion investment costs associated with CNG would be for
retail distribution. Home installation units, while possible, add an additional $4,500 [Pacific
Northwest National Laboratory study for DOE, 2010].

Electricity

While electricity has many benefitsin terms of its supply security, domestic production and
markets, and zero tailpipe emissions that would address many of the issues with petroleum, it still
faces a number of legal and regulatory challenges as atransportation fuel in addition to its vehicle
technology limitations. Unlike other proposed alternative fuels, these regulatory challenges are
more fundamental. For instance, questions include who—the public, utilities, or EV users—builds
and pays for charging infrastructure and how should prices for residences and central stations be
regulated and who regulates them. Further, if electric vehicles are allowed to be used as distributed
electricity storage devices that can be charged or discharged back into the grid, vehicle owner
compensation and vehicle maintenance could become areas in need of policy and regulation.
Though these challenges are not insurmountable, they will likely involve municipalities, state
public utility commissions, and the federal government, which could lengthen the process of
integrating them into the transportation system.

From an environmental standpoint, electric vehiclesimprove emissions, but as a sector,
electricity production contributes 33% of GHG emissions, alarge fraction of which are produced
by coal-fired power plants. While this may improve as natural gas plants displace coal-fired plants,
this would be an important area for reform. Currently 90% of U.S. coal consumption is used for
electricity production, which trandlates to 20.8 quadrillion British Thermal Units (Btu) of coal.
[EIA, 2014]. The EIA forecasts that the U.S. coal-fired generating fleet will likely decline from
317 gigawattsin 2010 to 278 gigawatts in 2040, with overall improving utilization rates.

Figures 6.8 and 6.9 show the current electricity generation mix by state as well as by plant.
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6.4.3 Impacts of Alternative Fuel Development on Industry Stakeholders
and Organization

As noted earlier, the transportation sector is a complex and highly interconnected system
involving many stakeholders. Alternative fuel developments, through complementarities with other
related energy systems and demands on shared feedstocks, can be disruptive. Collectively, their
growth could help expand their respective industries, introducing new technologies and products,
but the pressure they place on resources could also tighten them, causing fluctuations in the interim
that increase overall market uncertainty and affect parts of the fuel supply chain differently.

The process and prospect for scaling up alternative fuels, as discussed in the earlier sections,
have enabled a number of potential new technologies, some biological approaches and others
thermochemical, some of which rely on favorable market conditions to succeed. While there are
some basic similarities between them, such as the gasification-based system, when applied to
producing XTLs, ethanol, methane, or electricity, the fuel pathways individually often become
highly specialized and can be difficult to compare or standardize. Interestingly, fuels produced from
cellulosic and waste materials, in particular, seemed on a broad level to consistently improve GHG
emissions, but also had the most variable specialized pathways due to the nature of these materials.
The effects of which, on an industry level, have created surprising shiftsin ownership (particularly
true for ethanol).

Facing more competition from other industries and increasing market uncertainty, the
ethanol industry experienced more industry integration and shifts in ownership. A 2010 report
produced by Cardno Entrix for DOE [Urbanchuk, 2010] describes the ethanol industry as still
relatively un-concentrated, but notes that the third-largest ethanol producer is a gasoline refiner and
marketer—\Valero, while Flint Hills Resources, the tenth largest producer, is a subsidiary of Koch
Industries, Inc., one of the largest private companies in the world. While local farmer ownership
has been a hallmark of the U.S. ethanol industry, ownership of ethanol production has changed.

By 1991, the majority of ethanol plants and production were corporate owned and operated, and
farmer-owned cooperatives accounted for only a small share of ownership and production. In 2005,
with the Energy Policy Act, there was a return to farmer ownership, in which nearly half of all
ethanol plants were owned and operated by farmer cooperatives or limited liability companies
(LLC), which accounted for 38% of total ethanol production. In recent years, this share of
ownership has declined again, due to a substantial influx of non-farmer venture capital into the
ethanol market, as well as by the outright acquisition or majority ownership stake of farmer-owned
cooperative ethanol plants by POET. While ethanol became more integrated, other fuel exploration
and production companies became more diversified. As more large oil and gas companies have
invested in various biofuel technologies as well aswind and solar projects, the fuel and energy
industries have become more tightly connected.

While the direct consequences of these industries becoming more tightly connected as more
of their products begin to overlap are unclear, they could be used as insightful case studies on
industrial organization and stakeholder development to better understand the potentially political
aspects of policy making. At a state level, for instance, where the primary feedstocks for these
fuels are produced, a compelling case for aid in growing that particular industry could be made,
regardless of whether its eventual application isfor domestic or exported transportation fuels
or as an input in the industrial sector (Figure 6.10).
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Figure6.10 Geographical Regions for Fuel Feedstock Production

In terms of integrating alternative fuels into the transportation mix, bottlenecks resulting
from fluctuations in the production volume of these fuels have occurred in some midstream
activities, but mostly by downstream activities. For midstream activities, pipelines—which are still
one of the more efficient ways of delivering liquid products—can be highly contentious as shown
by the Keystone Pipeline, or particularly vulnerable as indicated by cancelled ethanol pipeline
projects. For downstream activities, fuel retailers are often reluctant to invest in alternative fuel
tanks as they are expensive and they face unstable demand. With CNG and electricity, they would
also have to compete with companies that provide home refueling or other localized options. This
combination leads to insufficient demand from end users and can create negative reinforcement
within the system. Thiswill not necessarily halt fuel production, but possibly will slow down the
necessary distributional infrastructure for fuel use.

6.5 Consumer Involvement and Policy Impacts on Alternative Fuel
Demand

In situations in which financial policy instruments are used without coherent policy
directions, consumers and policy makers can be two competing sources of demand. The degree
to which consumers are involved in selecting from a variety of fuel and vehicle options, if at all,
impacts not only their market potential but also their potential to address policy goals or targets.
Some of the fuel options do not necessarily require consumer choice, namely, hydrocarbon fuels
and E10/15, while others, namely, E85, CNG, and electricity, require varying levels of commitment
to change. Depending on whether these fuels are intended for commercial or personal vehicles can
also alter their infrastructure and vehicle manufacturing requirements as well as the timescales
at which they are deployed. With low adoption rates, many are considered high-risk investments,
which could be temporarily assuaged with financial incentives, but does not necessarily address
the underlying issue that, without meaningful choices, consumers are left with a proliferation of
options. This section conceptually explores the possibility where consumers are left to decide.

97




ON THE ROAD TOWARD 2050

6.5.1 Consumer Alternative Fuel Demand within Traditional Market Segmentation

A number of case studies and consumer choice models that have attempted to characterize
demand identify average payback and fuel savings as some of the key drivers for new vehicle
purchasing decisions. However, as many of the alternative fuels and vehicles have not yet reached
economies of scalein their production, they are not yet price-competitive with mainstream options,
which creates greater price variation within some of the traditional ways vehicle markets can be
segmented. Table 6.3 summarizes the cost premiums by vehicle model and fuel prices. Figure 6.11
shows how they relate and compare to mainstream vehicles. While cost premiums for each fuel are
similar across model types, alternative fuels add more variation in the prices for each vehicle size.

Table 6.3 Summary of Alternative Vehicles by Cost Premiums ($)

Vehicle Cost Premium | Models Fuel Price (2014)
Ethanol Flex +0.1k all models E85 $3.04/ga
Hybrid +3.3-4.2k all models except small Gasoline  $3.34/gal
pickup, large van
CNG/LNG Bi-fuel | +6.1-7.5k compact car, large cars, CNG $2.09/gge
large pickup, large van
CNG/LNG +7.5-8.3k compact car, large cars,
large pickup, large van
PHEV 40 +17k compact car Electricity $0.12/kWh
100 mile BEV +15k, +21k compact car, small utility
200 mile BEV +67.6k 2 segter car

Source: Datafrom EIA (2014), available at http://www.eia.gov/oi af/aeo/tabl ebrowser/#rel ease=A EO2013& subject=0-
AEO02013& table=48-AE02013& region=1-0& cases=ref2013-d102312a. AFDC 2014, available at
http://www.af dc.energy.gov/fuel g/prices.html

Incorporating fuel prices, driving patterns, and vehicle fuel economy to determine payback
periods, intuitively it becomes clear that to compete, alternative fuels and vehicles may have to cast
traditional metricsin a different way, for instance, redefining fuel reliability and accessibility as
well as vehicle functions. Depending on the fuel, this could also lessen the pressure on distribution
infrastructure. The next section describes some ways this could occur.

6.5.2 Opportunities for Market Differentiation

When strictly comparing conventional vehiclesto alternative vehicles, it is not a surprise
that conventional vehicles have a clear price advantage over alternatives and that certain alternative
vehicle designs gravitate toward certain sizes—for instance CNG vehicles are typicaly larger cars,
in which the compromises with storage space become less problematic, and PHEVs and BEVs are
smaller vehicles due to battery limitations. While this makes practical sense, it could aso be
leveraged in terms of vehicle function. Based on typical vehicle sales, which are summarized in
Table 6.4, midsize cars and utilities represent the highest percentage of vehicles sold, followed by
compact cars, which could be complementary for CNG and electric vehicles, respectively.
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Figure6.11 EIA Baseline Reference Case of New Light-Duty Vehicle Prices
in Thousand 2011 Dollars (2013)

Source: Datafrom EIA (2014), available at http://www.eia.gov/oi af/aeo/tabl ebrowser/#rel ease=AEO2013& subject=0-
AEO2013& table=48-AE02013& region=1-0& cases=ref2013-d102312a

Notably, some of the vehicle models do not follow this trend, which could be explained by the
effects of alternative fuel vehicle credits in CAFE standards, in which provisions for electric
vehicles for model years 2012 and beyond have been more favorable. When flex fuel vehicles had
experienced a similar situation, they were built to strategically improve overall fuel economy, while
enabling continued production of vehicles with lower MPG.

Table 6.4 New Vehicle Models Sold by Type

Conventional Cars Trucks
Midsize 41.50% Small Utility 39.75%
Compact 35.39% Large Utility 23.17%
Subcompact 11.06% Large Pickup 22.96%
Large 10.63% Large Van 8.68%
Minicompact 0.83% Small Pickup 4.52%
Two Seater 0.58% Small Van 0.92%
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If vehicle type and new vehicle shares are used to rearrange the earlier figure,
Figure 6.12 emerges.

While Figure 6.12 makes these vehicle options seem more confusing, redefining ways
vehicles are used could potentially reduce the impact of cost premiums on new vehicle purchasing
decisions. Notably, consumers who are highly sensitive to price may continue to purchase the
lowest-cost vehicle or a used vehicle, which is not reflected in this figure. Other consumers, who
are less concerned with prices, may instead regard the cost premium as a convenience premium
or lifestyle choice consistent with brand heuristics. In this regard, electric vehicles with home
refueling options and large cargo space could be convenient for urban settings and sold as luxury
vehicles. SUV's and pickup trucks, which are typically more rugged vehicles and may have higher
mileage, could leverage fuel savings from CNG.
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Figure6.12 New Light-Duty Vehicle Pricesin Thousand 2011 Dollars, Ordered by
New Vehicle Model Sales (2013)
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Notably, in segmenting markets this way, alternative fuel options compete but are more
meaningfully differentiated. For instance, with midsize and compact cars, hybrid electric vehicles
and CNG vehicles have similar costs (about $30k on average) but can reflect different lifestyle
choices, driving habits, and vehicle requirements. This differentiation can also apply to the
grouping with large cars, SUV's, and pickup trucks, for consumers with families or who expect to
share the vehicle. As such, while fuel savings and vehicle payback periods can be useful metrics,
recasting them in terms of behavioral or lifestyle needs can be more useful for differentiating
among alternative vehicle choices.

6.5.3 Implications of Market Differentiation on Policy and Policy Demand

While market segmentation could allow multiple aternative options to coexist, slow
adoption rates may reduce the potential policy benefits from using these alternative fuels, which
raises the question of whether or not consumers should be involved in fuel choice, or whether these
fuels should be used in more clearly defined markets, namely, centralized fleet operations. Figure 6.13
shows the low, medium, and high WTW GHGs/mile estimated for a 2035 mid-sized car based on
the GREET model. Our group’s equivalent assessment of the GHG emissions intensitiesand WTT
and WTW CO,-equivalent vehicle emission rates is summarized in Table 3.6, in Chapter 3. The two
assessments are comparable in their findings.
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Figure6.13 Well-to-Wheel Greenhouse Gas Emissions for a 2035 Mid-Sized Car

Source: EERE (2013), available at https://www1.eere.energy.gov/vehiclesandfuel s/facts/2013 fotw783.html
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Itisclear that if reducing GHG emissionsis apolitical priority, there are a number of
alternative energy source options and strategies, namely from cellulosic materials, that can improve
emissions. BEVs, due to the impact of the electricity mix (Figure 6.14), noticeably do not seem
an especially attractive option unless the electricity supplied islargely from renewable sources.
However, given that BEV's also have range and recharging rate limitations and seasonal heating/
cooling constraints, introducing them in states that use a higher percentage of renewables could be
beneficial. Based on state electricity generation mix shown earlier (Figure 6.8), PHEVsand BEVs
could have a higher impact in Washington, California, Texas, and Oregon.

6.6 Summary

Bringing all of the various issues concerning alternative fuel development together, from
fuel scalability and compatibility requirements to making them attractive to consumers, while also
attempting to address policy issues, can be an overwhelming task. In a simplified way, Figure 6.14
illustrates the primary relationships between fuels, fuel sources, and vehicles. While this may seem
to support mainstream ideas regarding how certain industries may have or be perceived to have
vested interests in several fuel-vehicle options, in reality, these connections are even more
interlinked if one considersthe full lifecycle for asingle fuel or vehicle. As noted in earlier
sections, ethanol, for instance, has often been considered a primarily agrarian fuel, but shifting
ownerships and technology complementarities bring it more closely in line with the chemical
industry aswell as il and gas. RNG, which is considered to be part of the natural gas supply,
can also be produced from agricultural energy crops or waste products, which further blurs some
of the technical distinctions between these industries.

:gﬂths BIOMASS RENEWABLES NUCLEAR
~ —
e ><
. 1L
FUELS sasoine 01T
gasoline)
VEHICLES Conventional Hybrid Electric Flex Fuel Vehicles Bi(-ol:pllefalt?{‘eglgjgllses Plug-In Hybrid Dedicated Battery e herEn

Vehicles Vehicles (Operating blended fuels) separately) Electric NGV Electric Fuel Cell

MAINSTREAM BLENDING AND/OR FLEXIBILITY SWITCHING

Figure6.14 Simplified Relationships between Fuel Sources, Fuels, and Vehicles
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As technologies that improve the efficiency of the use of conventional fuels continue
to develop through the CAFE Standard schedule, alternative fuels and related technologies face
greater technical and economic hurdles. From the perspective of maintaining the status quo and
minimizing investment costs, the extent to which alternative fuel development can attain the
necessary infrastructure compatibility, consumer acceptance, and parity to mainstream fuels and
vehiclesisunclear. It continues to be a source of debate. While these are often the most highly
discussed aspects of aternative fuel and vehicle development, it isimportant to keep in mind that
the pressure for alternative fuels to achieve infrastructure and vehicle parity as well as market
competitiveness represents only one dimension of our broader energy use and GHG emissions
issues, market organization, and the policies that govern or shape their direction are two critical
factors that influence not only how economically viable or feasible the alternative fuels and
vehicles are or can become, but also on helping to achieve energy security and climate change
mitigation goals. Emphasis on “low-hanging fruit” or cost-conscious indicators can sometimes
conflict with or distract from commitments toward these goals. It is also worth noting that even
with petroleum-based fuels, there is no longer-term assurance of supply security.

Asthe demand for petroleum and other fossil fuels has led to more advanced resource-
extractive practices and increasingly more environmentally controversial expansion and develop-
ment activities, climate change has become the platform and reducing GHG emissions the
opportunity for alternative fuels and vehicles to compete. However, their ability to have positive
environmental impacts depends very much on the process by which these alternative fuels are
produced, distributed, and used in vehicles. We have yet to determine the most effective option.

Although the layers of complexity can be parsed into discrete categories of desired fuel
characteristics (Table 6.5), it becomes clear that no single fuel or vehicle can address al of the
important issues.

More likely, it seems, an integrated approach involving several aternative fuel and vehicle
options will have to be used to meet potential energy security and climate goals. Though attempts
to address energy security and climate change have created new complications for policy makers
and immediate stakeholders—fuel supply chain companies, fuel and car retailers, automakers,
and consumers—alike, it is worth noting that the climate systems and anthropogenic impacts are
inseparable and not bounded by political boundaries. Whether fuel switching or mixing becomes
areality or remains an elusive but appealing option in the United States, domestic decisions can
have global spillovers. Without an international effort toward agreeing on mitigating global climate
change, exportable fuels that are valued abroad will still be produced and sold to those markets.
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Considerations for Assessing and Comparing Alternative Fuels

Desired Fuel Characteristics

Considerations for Assessing and Comparing Alter native Fuels

Compatible with existing
infrastructure or simplifies and
streamlines supply chain

Production/exploration: scaling up raw material extraction or
harvesting and related technology development, new site discovery
and turnover.

Processing/development and refining: scaling up capacity,
retrofitting existing plants, building new plants, or outsourcing
operations.

Transport: building new or using existing highways, pipelines,
waterways, or rail.

Distribution: expanding existing service stations, retrofitting
existing service stations, or building new stations.

Compatible with vehicles or
improves function

Per formance metrics: drivability, power, torque, etc.

Vehicle design: retrofitting existing cars, adding fuel capacity, or
building new cars (with either single or multiple fuel systems).

Regulatory standar ds: safety, fuel economy, emissions, etc.

Environmental benefits

Emissions: lifecycle greenhouse gases, evaporative emissions,
tail pipe emissions.

Land and water use: efficient, non-destructive, sustainable.
Waste management: byproducts, non-contaminating.

Safe during handling,
operation, and disposal

Health risks: toxicity, inhalation, ingestion.
Safety metrics: hazardous material, flammability.

Secure supply

Diversified risk: seasonality, geography constraints, geopolitics
(domestic vs. imported), prediction and forecasting capabilities.
Diversified fuel sources. exhaustible or renewable raw materials,
frequency, magnitude and duration of extreme weather events and/or
geopolitical conflicts, etc.

Competitive with mainstream
options

Factorsthat affect demand: fuel prices, fuel quality and
differentiation, vehicle cost and performance impacts, safety, fuel
supply reliability, number of substitutes, etc.

Factorsthat affect supply: cost changes to supply chain, raw

materials, risks and uncertainties, substitutes, competing uses for
inputs and products, etc.

Factorsthat affect both: policy changes, R&D, accuracy and
precision of forecasting models.

Better understanding the various parts of the fuels and vehicles system will not only help to
find ways to bring policy objectives and transportation demand into better alignment, but also bring
policy makers and stakeholders together in developing strategies with greater coherence and
potential for impact.
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7.0 The Diffusion of Advanced Vehicle Technologies

7.1 Introduction

Since automobiles were introduced over a century ago, thousands of innovations have been
introduced to their powertrains, structures, and other vehicle systems. New technologies allow
manufacturers to provide vehicles of increasing levels of utility to consumers—better performance,
greater efficiency, more features, and greater carrying capacity. Some innovations, such as new
structural materials, deliver improved quality or performance, but are otherwise transparent to
customers. Others, such as automatic transmissions, require a consumer to become familiar with the
new technology and choose to purchase a new vehicle that incorporates it over an existing vehicle
that does not.

The potential benefits of advanced technologies are only realized when those technol ogies
are introduced into vehicles available in showrooms, and consumers purchase those advanced
technology vehicles, replacing older vehicles in the vehicle fleet. The spread of new technologies
depends upon millions of individuals adopting those technologies; the aggregation of these
actions leads to the diffusion of these technologies across the market. To assess the benefits of
advanced technologies, it is therefore critical to understand how long this diffusion process
will take. The purpose of this chapter isto demonstrate empirical evidence on the diffusion of
automotive technologies to help calibrate our predictions about future technology adoption, energy
consumption, and emissions, and inform the development of effective strategy and policy decisions.

This chapter is divided into four sections, each addressing a theme related to the diffusion
of innovations (technologies) in the automotive sector. First, areview of the innovation diffusion
literature is provided, focusing on automotive applications. Second, the diffusion of vehicle features
is analyzed using evidence from the United States over the past 40 years. Third, the diffusion of
entire aternative fuel powertrains is considered, focusing on the case of the iconic Toyota Prius
hybrid-electric vehicle (HEV) in the United States. Finaly, the projection of future technology
adoption to estimate future energy use and emissions impacts is discussed.

7.2 Literature Review

Extensive literature examines the diffusion of innovations: the process by which new ideas,
practices, and technologies spread through a population. The following section summarizes the
theoretical foundations of the innovation diffusion literature, the modeling approaches used to
guantify the diffusion of innovations, and the application of these tools in the automotive context.

7.2.1 The Diffusion of Innovations

The diffusion of innovations commonly follows an S-shaped or logistic pattern over time,
giving rise to Rogers adopter classifications such as “innovators’ and “early adopters.” More
specifically, the diffusion of successful innovations follows an S-shaped pattern toward 100%
market share; however, most innovations fail. Less successful innovations may stagnate at some
lower market share between 0% and 100%, or may experience “boom and bust,” in which the
innovation enjoys some initial success before being rejected by adopters.
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Rogers (2003) proposes that the rate of adoption of innovations is governed by the
following factors:

1. Therelative advantage of the innovation;
2. Theinnovation’s compatibility with existing systems, values, and behaviors;
3. The complexity of adoption and use of the innovation;
4. Thetrialability of the innovation, enabling experimentation prior to adoption; and
5. The extent to which the benefits of the innovation are observable to others.
7.2.2 Modeling the Diffusion of Innovations

The Bass diffusion model [Bass, 1969] is the foundation for afamily of models commonly
applied to the diffusion of innovations, generating the commonly observed logistic or S-shaped
form. The Bass model distinguishes roles for innovators, commonly interpreted as those who adopt
through exposure to advertising, and imitators, usually interpreted as those who adopt as a result
of word-of-mouth communication [ Sterman, 2000]. Numerous extensions have since been made
to the Bass model, including the addition of prices [Robinson and Lakhani 1975], multiple product
generations [Norton and Bass, 1987] and dynamic adopter populations [Mahajan and Peterson,
1978].

7.2.3 Technology Diffusion in the Automotive Industry

Nakicenovic (1986) discusses the logistic form of the diffusion of technology in avariety
of fields and identifies several examples of the diffusion of automotive features. Nakicenovic also
discusses differences among varying types of vehicle features, a concept continued here with the
differentiation among safety, powertrain, and comfort/convenience features. Nakicenovic cites
examples of the time to reach 50% penetration of a new technology, a parameter referred to later
in this chapter as “developmental lag time.”

DeCicco (2010) applies regression with alogistic form to feature data available from EPA
for front-wheel drive, fuel injection, multivalve engines, and variable valve timing (VVT). The
analysis proposes a logistic function and discusses both the steepness parameter of the adoption
curve and also the number of years since the “first significant use,” although it is difficult to discern
the criteria being used to establish this date. DeCicco also proposes alogistic function within the
range of other powertrain technologies as a plausible deployment scenario for HEV's, although the
author notes that HEV s will compete with other technologies for incorporation into future vehicle
fleets.
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Applying generalized diffusion models such as Bass and Gompertz to estimate the future
success of advanced powertrains (such as Lamberson (2009) and Cao (2004)) generates widely
varying predictions, due to both the inherent difficulty in predicting future technology diffusion and
the lack of decision variables in these models. Struben and Sterman (2008) reconcile the process of
innovation diffusion with the discrete choice literature, distinguishing between the social exposure
through which consumers develop familiarity with new technologies, and the attributes of the
technol ogies that influence consumer choice. This approach has since been applied in arange of
contexts, including the diffusion of diesel vehiclesin Europe [Zhang, 2008] and the diffusion of
HEVsin the United States [Keith, 2012]. For adetailed review of HEV and electric vehicle (EV)
diffusion and consumer choice studies, see Al-Alawi and Bradley (2013).

Consumer behavior is not the only factor to consider. The supply side of the automotive
product development cycle also places limitations on the speed at which innovations can be
introduced into new vehicles. First, the complexity of modern automobiles means that the design
and engineering process for a single product takes years. According to Clark and Fujimoto (1991)
and Ellison et al. (1995), U.S. and European automakers reduced overall product lead-time by
nearly ayear between the 1970s and 1990s, but still stood between four and five years as of
publication. While this has been further reduced, the National Highway Transportation Safety
Administration (NHTSA) continues to note lead time as an issue of concern with regard to fuel
economy standards [NHTSA, 2012].

Additionally, most automotive manufacturers design and produce large portfolios of
products, not just asingle vehicle. In order to maximize the efficiency of its engineering staff,
manufacturers will typically stagger major vehicle redesigns over approximately five years. Plotkin
et a. (2013) suggest that this phasing means that an automotive manufacturer needs 8-10 yearsto
introduce an innovation over its entire product line. Such phasing presents a“floor” in the ability
to bring new innovations to market, regardless of their appeal to consumers or other potential
constraints such as intellectual property restrictions or material shortages. All of these factors tend
to place dampers on the adoption process, contributing to the characteristic S-shaped curve.

7.3 Adoption of Features

The technological changes to vehicles over the past 100 years vary widely in magnitude.
Many new design tools, fabrication techniques, and materials are transparent to purchasers,
delivering incremental improvements in weight, strength, or cost but otherwise remaining
undetected by typical consumers. Other changes, such as switching from gasoline to electric power,
are so complex that purchasers may consider them a different class of vehicle.

This section examines a specific set of technologies: “features’ that manufacturers market to
consumers as options on new vehicles or advertise as offering improved functionality. A complete
discussion of these resultsis available in Zoepf (2012).
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7.3.1 Regression Analysis of Feature Adoption Rates

The fraction of consumers adopting afeature (known as the take rate of afeature) in year
t was modeled by using least-squares regression to fit market share datato alogistic curve of the
following form:

Limit
Take Rate(t) =
1+ ae”

Regressions were performed on 35 individual features of passenger carsin the United
States, and then secondary regression is performed on two parameters identified from the primary
regressions. Maximum Growth Rate and Developmental Lag Time, as shown in Figure 7.1 below.
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Figure7.1  Key parameters of feature adoption

7.3.2 Maximum Growth Rate

The maximum rate at which the take rate of atechnology grows is dependent on a variety
of factors: consumer demand, producers’ ability to bring the technology to market on its fleet
and, in some cases, the influence of regulation. Figure 7.2 examines a histogram of the maximum
growth rate of al features divided into the functional categories of safety, powertrain, and comfort/
convenience.

Annual growth rates for comfort and convenience features ranged from 0.8% to 11.6%
(Mean 3.6%). Powertrain features were generally adopted faster, with maximum growth rates from
2.4%-13.4% (Mean 7.1%). Safety features saw maximum growth rates from 4.0%—23.9% (Mean
13.6%). Thus, on average, safety feature growth rates are approximately double those of powertrain
features, which are in turn approximately double those of comfort and convenience features.
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Figure7.2  Histogram of maximum feature growth rate by category

These maximum growth rates seems to support the view, espoused by NHTSA (2011)
and others, that an average five-year product devel opment cycle is appropriate for modeling the
automotive industry. Even technologies with a clear life-saving benefit cannot be deployed much
faster than 20% of the new vehicle fleet per year.

7.3.3 Developmental Lag Time

The developmental lag time is defined here as the number of years between the appearance
of the first production, street-going vehicle to use a technology and the year of inflection point in
that technology’s S-curve, as estimated in the primary regression. Figure 7.3 shows an exponential
decline in the developmental lag time of features deployed over the past century.

There are avariety of explanations for such a change in the automotive industry. It is
theoretically possible that the marked decrease in developmental |ag time of features is the result
of more stringent consumer expectations resulting from more exposure to new products and
features through new media, and a higher level of communication between consumers leading
to greater “word-of-mouth” interaction between adopters and potential adopters.

However, improvements in supply side capabilities have likely played a strong role as well.
Clark and Fujimoto (1991) and Ellison et a. (1995) highlight that U.S. and European automakers
reduced overall product lead-time by nearly ayear between the 1970s and 1990s. The resultant
increase in product changes allows a manufacturer to incorporate new features into the product
mix more quickly. The structure of the automotive industry itself has also changed significantly
over this same time period. Ellison et al. (1995) highlight the increased role that suppliers play
in the product development process. Increasing reliance on suppliers suggests that intellectual
property is distributed more quickly as suppliers are free to market a new technology to multiple
manufacturers.
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Figure7.3  Historical phase-intime of all features

These factors have dramatically changed the competitive landscape. Developmental
lag times have been significantly reduced, but remain just under a decade for new vehicles.
The regression equations suggest that developmental |ag time is halved in approximately every
30 years. Thistrend suggests that lag time could be five yearsin 2030. Plotkin et al. (2013)
similarly note the possibility that the current eight to ten years of lead time may need
to be re-examined.

7.4 Adoption of Alternative Fuel Powertrains

In contrast with the diffusion of individual vehicle features, the diffusion of entire
alternative fuel vehicle (AFV) powertrains represents an even more complex challenge. While AFV
technologies, such as HEVs and EV's, have substantial future potential for sustainable mobility,
no AFV technology is clearly superior to the dominant gasoline internal combustion engine (1CE)
regime, when cost and performance are taken into account. The diffusion of AFVsis both enabled
and impeded by several strongly positive feedbacks, including the accumulation of consumer
familiarity from word-of-mouth communication, technologica improvements resulting from
R&D and learning by doing, economies and scale and scope, the coevolution of complementary
assets including refueling infrastructure, and the turnover of the vehicle fleet as seen in Figure 7.4
[Struben and Sterman 2008].
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Figure7.4  Feedback dynamics governing the diffusion of alternative fuel vehicles
[Keith, 2012]

Numerous previous attempts to introduce AFVs into the U.S. automotive fleet have failed,
despite optimistic assessments by political leaders, researchers, and technology advocates. The
notable exception since 2000 has been the relative success of gasoline hybrid-electric vehicles
(HEVs), with more than 2.5 million HEV s sold in the United States to date. Given this experience,
the diffusion of HEV's, and the iconic Toyota Prius HEV in particular, is an instructive case study
to inform the future potential for AFVs to permeate through the U.S. automotive fleet.

HEV s combine a conventional | CE engine with an electric powertrain to achieve improved
fuel economy and reduced greenhouse gas (GHG) emissions, which result from the capture of
kinetic energy through regenerative braking, automatic engine stop/start whenever the vehicleis
stationary, and the complementary performance attributes of the gasoline engine (long range) and
electric motor (low-end torque and energy efficiency). HEVs are not strictly “alternative fueled,”
asthey refuel from the existing ubiquitous gasoline station infrastructure and generate electricity
for the electric motor on-board the vehicle. However, HEV s cost up to $5,000 more than
comparable gasoline vehicles [Bandivadekar et al. 2008], and substantially change the driving
experience with the introduction of electric drive, making the purchase of an HEV a complex
decision for consumers.

115




ON THE ROAD TOWARD 2050

Thefirst HEV in the United States was the two-seat Honda Insight introduced in late 1999.
The Toyota Prius, introduced in July 2000, with sales growing rapidly after the second-generation
Prius was introduced in October 2003, has become the dominant HEV model sold in the United
States. By the end of 2012, the Prius family has accounted for more than 50% of the more than
2.5 million HEVs sold in the United States, including recent Prius‘c’ and ‘v’ variants (Figure 7.5).
Further discussion of the diffusion of the Toyota Priusis available in Keith (2012). Today, more
than 45 HEV s are available in the United States (not including plug-in hybrid-electric vehicles
(PHEVS)) across most market segments.

A range of incentives has been offered by federal, state, and local governments to encourage
consumer adoption of HEV s, including income tax credits, sales tax exemptions and priority access
to High Occupancy Vehicle (HOV) lanes. For example, the Federal Government’s “New Energy
Tax Credits for Hybrids" program provided tax credits of up to $3,150 between 2006 and 2010. The
actual credit varied, based on the relative fuel economy of the HEV and the number of HEV s sold
by each manufacturer. California's law that allowed single-occupant hybrid vehicles access to HOV
lanes was subsequently valued at approximately $4,000 based on the price of used hybrid vehicles
with and without qualifying vehicle stickers [USA Today, 2007]. Retrospective analysis suggests
these incentives have been effective at accelerating HEV sales, particularly when the benefit of the
incentive is seen up front [Diamond, 2009; Gallagher and Muehlegger, 2011], although evidence
of significant incentive for free riding also exists [Gillingham and Kamala, 2012]. High gasoline
prices have also been an important incentive for consumers to adopt HEV's, increasing vehicle
operating costs and improving the payback on investments in improved fuel economy. The U.S.
average price of gasoline rose from $1.33/gallon in January 2000 to $4.11/gallon in July 2008,
before settling to $3.38/gallon in December 2012 [EIA, 2012]. It remains to be seen if more recent
declinesin gasoline prices will continue, and how large an impact they will have on sales of HEVs.
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Figure7.5  Historic sales of HEVsin the United States
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Even considering these market forces, growing consumer familiarity with HEVsiscritical
in explaining the observed diffusion of HEVsin the United States [Keith, 2012]. Consumers will
only purchase a new and complex technology such as an HEV once they have gained “...enough
information about, understanding of, and emotional attachment to a platform (technology) for it to
enter their consideration set” [Struben, 2006]. This familiarity accumulates through socia exposure
to marketing and “word of mouth,” such as conversations with friends, observing the technology
inuse, and “trialing” the technology, such astaking aridein aPriustaxi or getting an HEV asa
rental car. Marketing is particularly important early in the process of new product launch, providing
the external information needed to educate early adopters who then generate word-of-mouth
communications. Toyota invested an estimated $300 million marketing the Toyota Priusin the
United States between 2000 and 2010 [Kantar Media, 2010], educating consumers about the unique
aspects of the Prius’ hybrid-electric powertrain.

The relative success of HEVsin the United States over more than a decade, compared
to previous short-lived attempts to introduce AFV's, represents an important reference case to
understand the future potential of alternative fuels and vehicle technologies. Even with favorable
market conditions, such as high gasoline prices, the availability of government purchase incentives
and compatibility with the existing ubiquitous gasoline station infrastructure, the diffusion of HEV's
into the U.S. light-duty vehicle fleet has played out over many years, governed by the slow rate of
vehicle fleet turnover and the gradual accumulation of consumer familiarity with this new, complex,
and expensive technology. Looking forward, the success of HEV s depends not only on consumer
acceptance of the HEV platform, but also on competitive pressures from increasingly efficient
gasoline vehicles and emerging plug-in electric vehicles (PHEVS).

7.4.1 Evidence from the Early Market for Electric Vehicles

The introduction of the Chevrolet Volt PHEV and the Nissan Leaf battery—electric vehicle
(BEV) in December 2010 represents the latest attempt to introduce AFVsinto the U.S. automotive
fleet. As of June 2013, more than 112,000 plug-in electric vehicles (PHEV s and BEVs) had been
sold in the United States supported by policies including an income tax credit of up to $7,500 from
the federal government and California’'s Zero Emissions Vehicle (ZEV) mandate, which compels
automakers to sell a prescribed minimum number of EVs.

Opinions are mixed on whether the launch of PHEVs and BEVsinto the U.S. market has
been successful. Early statements such as Carlos Ghosn's prediction in 2010 of 500,000 EV sales
annual by the Renault-Nissan alliance by the end of 2013, and President Obama's goal of putting
one million EVson U.S. roads by 2015, only served to raise the bar against which the diffusion
of EVs has been judged, leading to unfavorable comparisons. Others, such as MIT’s Technology
Review (2013), have suggested that the launch of EV s has succeeded because sales of EVsinthe
first three years (PHEV's and BEV s) has exceeded the rate at which HEV s were sold during their
first three yearsin the U.S. market in the early 2000s (Figure 7.6).
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Figure7.6  Cumulative U.S. sales of EV platformsimmediately post-launch

It istoo early to predict whether the early success of EVsinthe U.S. market will lead to
their sustained diffusion of EV's through the U.S. light-duty fleet in future years. Growing sales of
early EV models, and the expanding range of EV models available to consumers (Figure 7.7), are
causes for optimism. However, any comparison with the diffusion of HEV's must take into account
the market advantages EV s have enjoyed, including: substantial government incentives, high
gasoline pricesin the early years after their introduction, and consumer familiarity with electric
drive resulting from the relative success of HEVs over the past decade. Automakers have been
forced to internally subsidize the development and sale of EV'sto meet mandated sales targets
in California, and some EV models have been acerbically dubbed “compliance cars,” because
manufacturers including Chrysler have signaled their intention to only sell the minimum number
of vehicles necessary to satisfy their regulatory obligations [Green Car Reports, 2013]. Previous
efforts to introduce AFVs, including Compressed Natural Gas (CNG) vehiclesin New Zealand and
an earlier attempt to introduce EVsin Californiain the early 2000s, collapsed when government
support was removed. The continued success of EV's depends on finding economically and
ecologically sustainable markets as well as overcoming perceived barriers to mainstream adoption,
including high battery costs and long recharging times.

7.5 Projection of Future Technology Adoption: Fleet Modeling

Whileit isimportant to understand the dynamics of technology adoption, it aone does
not capture the impact of technology on future fuel consumption. Each year, 10-15 million new
vehicles are sold in the United States, but they represent fewer than 10% of the approximately
240 million vehicles on the road. These 240 million vehicles are generally called the “car parc”
or “in-use fleet.” The large number of vehiclesin use dampens the impact of new technology
as new vehicles slowly replace old vehicles that are scrapped.
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Figure7.7  Adoption of early HEV, PHEV, and BEV products

To understand the dynamics of in-use vehicle turnover and the broader impact of technology
adoption, we use afleet model, which is a generic term for a numeric representation of vehicles on
the road, along with the associated age, distance traveled, and other attributes of each vehicle.

The fleet model establishes a baseline by estimating current vehicle stock based on known
average fuel economy of the car and light truck fleets, reported annual sales, detailed estimates
of Vehicle Kilometers Traveled (VKT), and scrappage rates. Typicaly a“Business as Usual” or
“No Change” scenario will assume that current vehicle attributes do not change in the future, or
will continue to change in accordance with recent trends. To estimate future fuel consumption and
emissions, the fleet model incorporates estimates of future fuel consumption, which are derived
from predicted penetration rates of advanced vehicle technologies such as hybrids and AFVs.

Various research groups have devel oped fleet models that perform fundamentally similar
calculations. Such models include VISION from Argonne National Laboratories or LEAP from
the Stockholm Environment Institute. These models are similar in function and structure; the most
significant differences that arise from the use of fleet models are in the input assumptions.

Figure 7.8 shows a block diagram representation of these calculations as used in the Sloan
Automotive Lab fleet model, first devel oped by Bandivadekar (2008). More detailed information
on the sources of input estimates can be found in Bandivadekar et al. (2008).
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7.5.1 Fleet Modeling Conclusions

The fleet model reveals that new technologies, even those that are adopted and deployed
quickly, will take more than a decade to have a significant impact on fuel consumption. R. L. Polk
finds that the average age of vehiclesin the United States has been climbing consistently, with the
average age of avehicle in the United States now standing at 11.4 years. The increasing durability
of vehicles counteracts our ability to deploy technology rapidly, as obsolete vehicles remain on the
road longer.

Cheah (2010) investigated scenarios incorporating the most aggressive deployments of
alternative powertrain vehicles and lightwei ghting technologies. These aggressive scenarios predict
anet savings of fuel of 1,551 billion liters of gasoline by the year 2030, compared to a baseline
scenario with unchanging fuel economy. However, even under the aggressive assumptionsin this
scenario, naturally-aspirated gasoline engines still hold more than a 50% market share more than
16 years into the future as seen in Figure 7.9.

120




The Diffusion of Advanced Vehicle Technologies

100

920
80
70

60

PHEV
50

HEV
40

Market Share (%)

M Diesel
30

Turbo Gas
20

M Conventional Gas

10

2008 2010 2012 2014 2016 2018 2020 2022 2024 2026 2028 2030

Figure7.9  Predicted market share of alternative fuel vehicles using a sample fleet model
input scenario

The impact of new technologies is dampened significantly by the slow turnover of the
fleet and the longer useful lifetime of new vehicles, meaning the impacts of new technologies
are significantly delayed. Even those technologies that are ubiquitous in showrooms may be seen
in fewer than half of the vehicles on the road. Predictions of future technology impact in the
automotive industry must carefully consider the necessity to replace an enormous volume of
vehicles on the road before the technology impact isfelt at the pump, oil wells, and the
electrical grid.

7.6 Conclusions

The introduction of technology into the automotive fleet can be viewed as a three-phase
process, which servesto limit the rate at which new technologies can reduce fuel demand or
displace petroleum. Technology must first be brought into a few production vehicles, where
consumers can experiment with the new technology. Sales are limited both by consumer
willingness to try the technology and automaker capability to produce these vehiclesin larger
volume. Therefore, only afew percent of new vehiclesinclude the technology.

In the second phase, consumer word-of-mouth communication and advertising drive
technology beyond early adopters to mainstream consumers. In parallel, automakers bring the
technology into alarger fraction of their product portfolio asit is redesigned, meeting the demands
of the growing market. In this phase, atechnology may be commonplace in new vehicles. However,

it still represents atiny fraction of the on-road vehicle fleet and its environmental impact remains
small.
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In the last phase of technology introduction, older vehicles that do not include the
technology are scrapped and replaced with newer vehicles that do. This phaseislargely
independent of consumer adoption and supply constraints. The timing of this phase depends on
more fundamental issues such as the durability of new cars and macroeconomic factors that may
influence the decision to scrap or repair vehicles.

7.6.1 Near-Term Trends in Technology Adoption

These examples of technology adoption in the automotive sector provide areason for being
cautiously optimistic. The time for bringing automotive features to market has been substantially
reduced, suggesting that the 8-10 year minimum deployment time may continue to decrease in the
future.

Evidence from more expensive, complex technology adoption, such as EV's, suggests that
PHEV and BEV sales are growing more quickly than HEV sales despite their greater complexity
and price premium. It istoo early to tell whether such adoption isthe result of latent consumer
demand or the presence of substantial federal, state, and manufacturer incentives.

7.6.2 The Influence of Regulation

Fuel economy regulations are often cited as a means of accelerating the deployment of
fuel-efficient technology in the marketplace. However, recent work by MacKenzie (2013) failed
to identify a significant effect of Corporate Average Fuel Economy (CAFE) regulationsin bringing
fuel-efficient technology to market faster.

However, MacKenzie also specifically notes that, during a period of increasingly stringent
regulation, atechnology-forcing effect may well be present. As aresult, as newly adopted CAFE
standards through 2025 come into effect in the next few years, it may well be possible to observe
an uptick in the adoption of technology.

7.6.3 Opportunities to Accelerate Technology Deployment in the Longer Term

The results of this chapter suggest a number of additional mechanisms that may be effective
in stimulating technology growth in the automotive sector.

Fuel taxes are acommonly cited way to create an incentive for consumers to purchase fuel-
efficient technologies. Fuel taxes, unlike fuel efficiency standards, create an immediate incentive
to scrap older vehiclesin favor of newer, more efficient models. As aresult, fuel taxes act in two
ways. first, as an incentive to invest in technology in a new vehicle purchase, and second, to pull
forward a decision to scrap an older, less efficient vehicle. One challenge of such regulationsis that
older vehicles may not actually be scrapped, but rather simply exported to countries with lower
fuel costs or laxer regulations. As aresult, policy analyses that show increased scrappage should
carefully consider whether such vehicles are truly removed from the fleet or simply moved.
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While better technol ogies and more favorable markets are important, so too isthe
behavioral role of consumer familiarity with emerging AFV technologies in the adoption process.
Traditional marketing on television, radio, and in print media is important for introducing new
technol ogies to consumers, but social exposure through word-of-mouth communication is critical
subsequently. Interactive opportunities, such as extended test-drives, deployment of vehiclesin
taxi fleets, and low-cost, flexible leases, provide consumers with the opportunity to experience
the novel aspects of AFV's. Understanding the role of consumer familiarity is aso important for
policy makers. Incentives will be most cost effective in markets in which there is high consumer
familiarity with a new technology as aresult of prior adoption, and where those consumers have
a high willingness to adopt. In markets with low prior adoption of the new technology, efforts to
build consumer familiarity, for example, by deploying AFVsin government and taxi fleets, may be
more effectiveinitialy.

AFVs aso face the chicken-and-egg problem of refueling infrastructure coevolution. To
overcome this barrier, acommon tactic is to incorporate flex-fuel capability. E85 vehicles, for
instance, generally can operate on conventional gasoline and PHEV s can be refueled at a gas station
when the battery is depleted. While such flexibility offers additional utility to buyers, assessing the
actual benefit of such vehiclesis complex. How often are they run on each fuel? Early results from
atrial of PHEVs by Zoepf et al. (2013) suggest that there can be enormous variation in consumer
recharging behavior (see also Chapter 8 of this report). Similarly, it iswidely suspected that many
E85 flex-fuel vehicles are rarely run on E85. Such evidence means that it is not only necessary to
deploy new technology, but to ensure that it is purchased by those who will actually useit.

Bringing new technology to market may also depend on changing vehicle ownership
models. Vehicle sharing, short-term rentals, and partial ownership offer the opportunity to expose
larger numbers of consumers to new technology quickly, increasing the trialability of these
technologies. Such services also offer the added benefit of accumulating the miles traveled by
dozens of users onto asmall fleet of vehicles, accelerating their turnover. As aresult, such services
may accelerate both the communication of new technology in the first and second phases of
deployment, and the turnover of the fleet in the final phase of deployment.
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8.0 Opportunities for Changing Traveler and Driver Behavior

There are many opportunities for conserving energy, reducing petroleum consumption,
and cutting greenhouse gas (GHG) emissions through changes in individual traveler and driver
behavior. These opportunities include changes in when, where, and how we travel. Understanding
these factorsis the purview of “travel behavior,” which addresses decisions that are made on
timescal es ranging from years to hours. These decisions determine the level of travel activity
(i.e., vehicle kilometers traveled). With the introduction of alternative- and flexible-fueled vehicles,
refueling or recharging behavior now also has a significant effect on the carbon intensity of the fuel
consumed. Other opportunities exist for changing how vehicles are operated. These real-time decisions
fall within the realm of “driver behavior,” and influence the energy intensity of vehicle travel.

8.1 Travel Behavior: Demand Reduction and Mode Shifting

Transportation energy consumption and GHG emissions can be reduced by decreasing
demand for travel or by shifting travel toward less carbon-intensive modes. From atechnical
standpoint, these strategies are relatively straightforward. The challenge to implementing these
solutions lies in creating the necessary incentives to motivate millions of individual travelersto
ater their behavior and in mustering the political will to invest public money or adopt potentially
unpopular policies.

The range of options for reducing and shifting travel demand is broad. In general, these
solutions may act either by increasing the cost or reducing the convenience of more damaging
travel modes (such as single-occupancy vehicle travel) or by reducing the cost or increasing the
availability and convenience of less-damaging modes (such as carpooling, public transportation,
and non-motorized modes). In the former case, the cost of travel may be increased directly through
pricing mechanisms such as tolling or fuel taxation. Alternatively, regulations may be imposed in an
attempt to indirectly reduce demand for travel. For example, urban growth boundaries may help to
stem growth in commute distances. Similarly, tactics for shifting travel to less-damaging modes can
include both direct reductionsin costs for those modes (e.g., subsidies for transit) and approaches
meant to make those alternatives more convenient (e.g., support for public transportation,
establishment of bicycle routes and lanes, and promotion of walkable communities).

A comprehensive survey of approaches to reducing and shifting travel demand can be
found in Moving Cooler [Cambridge Systematics, 2009]. That study also reports estimates of
potential GHG reductions achievable through “bundles’ of tactics that could be implemented
to reduce travel demand and improve system operational efficiency. The authors conclude that
by 2050, an aggressive strategy emphasizing land use changes and the promotion of transit and
non-motorized transportation modes could cut emissions by about 9%, while an all-out effort to
deploy these solutions could deliver areduction of up to 15%. The authors also present a range of
alternative strategies that suggest that transportation emissions could be cut by as much as 24% by
2050 through reductions in travel demand and operationa improvements. However, in the latter
case, much of the additional reduction comes not from reductionsin travel demand, but from
improvements in operational efficiency, which is the subject of the next section.
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8.2 Fuel Consumption and Vehicle Speed

The effect of vehicle speed on fuel consumption provides a useful context for evaluating
driver behavior impacts. The main factorsinvolved in steady speed driving are the vehicle's
aerodynamic drag at high speeds, tire rolling resistance, power-to-weight ratio, and the number of
gears. In normal non-steady driving, the aggressiveness of vehicle accel erations becomes important.

Figure 8.1 shows the fuel consumption versus speed for four vehicles, operating at constant
speed. Vehicle weight differences are amajor cause of the separation of the four examples shown.
Differences in base engine efficiency also contribute. Note the rising fuel consumption at high
speeds. Engine efficiency isincreasing, but the vehicle (steady-speed) resistances (tires and
aerodynamic drag especialy) are increasing/worsening, too. At low speed, as engine load decreases,
the engine efficiency is decreasing rapidly because the engine load becomes steadily lower (and this
engine friction consumes an increasing fraction of the power the engine generates).

Figure 8.2 plots similar curves for various driving cycles for the Ford Focus vehicle.
Three standard drive cycles and four real-world driving patterns were modified by scaling their
velocities without altering acceleration rates. The horizontal axisis now average vehicle speed
over the velocity-scaled driving trace. The inclusion of vehicle accelerations (and decel erations)
adds theinertial kinetic energy resistance, and fuel consumption increases relative to Figure 8.1.
The shape of these two sets of curvesissimilar for the same basic reasons. Below 3040 km/hr
(~25 mph), as speed goes down, fuel consumption rises rapidly. At higher speeds (above 60-65 km/hr),
fuel consumption steadily increases with rising average speed, with increasing slope due to the
dependence of aerodynamic drag on the cube of the vehicle velocity. There is a surprising speed
range (of some 30 km/hr or 20 mph) over which the vehicle fuel consumption during normal
driving varies little. Additional details can be found in Berry (2010).
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8.3 Driver Behavior: Improving Operational Efficiency

Driver behavior refers to the second-by-second decisions made by drivers when operating
their vehicles. Driver behavior with respect to speed and acceleration can significantly influence
in-use fuel consumption, even for the same vehicle. Characterizing these aspects of driver behavior,
linking them to fuel consumption, and assessing opportunities to change this behavior offer a
meaningful opportunity for energy conservation.

In most major automotive markets, vehicles are assigned fuel economy or fuel consumption
ratings based on standardized test cycles. In the United States, compliance with federal Corporate
Average Fuel Economy (CAFE) standards is based on two test cycles: the Federal Test Procedure
(FTP) and the Highway Fuel Economy Test (HWFET), both of which were developed in the
1970s. Initially, consumer fuel economy labels also presented the results of these tests, but by the
early 1980s, it had become clear that most consumers were not realizing the tested levels of fuel
consumption in real-world driving. The U.S. Environmental Protection Agency (EPA) responded
by introducing correction factors that were subsequently applied to the FTP and HWFET results
to produce adjusted fuel economy values for consumer |abels (though the unadjusted test results
remained the basis of CAFE compliance calculations).

In the mid-2000s, EPA once more revisited its procedures for determining the fuel economy
estimates presented on consumer information labels. Beginning in 2008, the consumer labels
would incorporate results from three more test cycles. the US06 cycle (high-acceleration highway
driving), the SCO3 cycle (city driving with air-conditioning), and the cold-FTP cycle.

There are many reasons why real-world fuel consumption is higher than the levels
published in these standard |aboratory tests. These include higher speeds; harder acceleration; the
extent to which the engine and drivetrain are warmed up; the use of power-sapping accessories like
air-conditioning; the addition of roof racks; maintaining lower-than-recommended tire pressure;
and variations in environmental conditions including temperature, humidity, precipitation, wind
speed, and direction; and roadway grade. Of these, the effects of speed and acceleration, which
together characterize the overall aggressiveness of driving, are especially important, yet they have
previously defied simple characterization.

8.3.1 Quantifying Driving Aggressiveness?®

Since more aggressive driving habits tend to increase fuel consumption per mile, itis
desirable to develop an aggressiveness factor or factors that:

1. considers only driving patterns and vehicle characteristics,
2. reflectsdriving style,
3. correlates with fuel consumption, and

4. isnormalized for vehicle mass.

16T his section summarizes work carried out by Irene Berry, amember of our team from 2007-2010: see Berry (2010).
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Meeting these criteriawould permit the development of factors that are useful for isolating
and quantifying the aggressiveness of driving, without relying on vehicle weight, fuel consumption,
or fuel flow data

However, to be useful for studying impacts on fuel consumption, the aggressiveness factors
must correlate directly with fuel consumption. To illuminate which driving behaviors have the
greatest impact on fuel consumption, the aggressiveness factors must quantify driving behaviors
based on how they impact fuel consumption. Recognizing the significance of vehicle massin fuel
consumption, in order to be more comparable across vehicles, the aggressiveness factors should be
normalized according to mass.

This section introduces a method for quantifying and comparing drive cycles, driving
patterns, and drivers. In devel oping these aggressiveness factors, arange of options was considered.
However, as shown in Berry (2010), average speed and wheel work !’ together, can illuminate and
predict fuel consumption. The aggressiveness factors rely on these parameters. In addition, because
fuel consumption behavior differsin different speed bands, separate aggressiveness factors were
defined for each of three separate speed bands: below 20 mph (32 km/h), between 20 and 45 mph
(32 and 72 km/h), and above 45 mph (72 km/h). The vehicle's speed versus time traces are sorted
into these speed bands based on average speed. For ssimplicity, they have been given the names
of “neighborhood,” “city,” and *“highway” driving. The threshold speeds separating these bands
(20 and 45 mph) were selected based on observations that the rel ationships between speed,
acceleration, wheel work, and vehicle efficiency are qualitatively different in these distinct speed
bands. Specifically, vehicle simulation studies have shown that:

1. At neighborhood speeds (below 20 mph): with increasing speed, efficiency increases
more than wheel work; and with increasing acceleration, wheel work increases more
than efficiency.

2. At city speeds (20 to 45 mph): with increasing speed, efficiency and wheel work
increase proportionally; and with increasing acceleration, wheel work increases more
than efficiency.

3. At highway speeds (above 45 mph): with both increasing speed and increasing
acceleration, wheel work increases dramatically, but efficiency changes little.

The following sections define and discuss each of these three aggressiveness factors,
starting with city driving, which is the simplest and most intuitive.

"Wheel work isthe total positive energy (or work) required at the wheels to move a vehicle over a unit distance
inadrive cycle. It is calculated by dividing the time integral of positive tractive power by the distance covered by the
drive cycle.
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8.3.2 Aggressiveness Factor for City Driving

City driving istaken as any driving with average speed between 20 and 45 mph (32 and
72 km/h). Figure 8.3 shows 590 speed traces® that fall within the city speed band (each point
representing an entire trace with an average speed between 20 and 45 mph) for the Ford Focus. The
chart shows that the acceleration wheel work*® and fuel consumption are tightly, and approximately
linearly, correlated. The aggressiveness factor in this speed band is defined as the accel eration
wheel work, normalized for mass as shown in the equation below. Intuitively, this aggressiveness
factor for city driving can be understood as capturing the increase in fuel consumption that will be
required because of deviationsin the speed trace away from the average speed of the trip.

. Wheel Work — Steady Spoeed Wheel Work at Average Speed
Aggressiveness factors =

Mass

Fuel Consumption (L/100km)

Acceleration Wheel Work (WH/km)

Figure8.3  Relationship between acceleration wheel work and fuel consumption for Ford
Focus vehicle on drive cycles with average speeds between 20 mph and 45 mph.

1839peed traces included regulatory drive cycles from jurisdictions around the world; real-world drive traces logged in
Boston, Massachusetts, and Greensboro, North Carolina; and modified drive cycles created by applying speed and/or
acceleration scaling to 12 regulatory and real-world drive cycles.

%Acceleration wheel work is the total wheel work minus the wheel work needed to propel the vehicle at a steady speed
equal to the average speed of the drive cycle.
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The resulting aggressiveness factors have units of acceleration. However, they are not
actual accelerations and are not proportional to any acceleration values. As shown in Figure 8.4,
thisfactor islinearly related to fuel consumption. For the Ford Focus, every 1 m/s? increase in city
aggressiveness causes an increase of 4.4 1/100km in fuel consumption.

20

Fuel Consumption (L/100km)

Aggressiveness Factor (m/s2)

Figure8.4  Relationship between city aggressiveness factor and fuel consumption
for Ford Focus vehicle.

In addition to providing atool to quantitatively compare driving cycles, each of the
three aggressiveness factors provides insight into the driving behaviors that most impact fuel
consumption in the associated speed band. For city driving, acceleration and fuel consumption are
the key determinants of aggressiveness. Figure 8.5 shows instantaneous aggressiveness factors
for the Ford Focus over arange of accelerations and city velocities. Thisfigureisfor illustrative
purposes only to help interpret city driving. It is not alook-up table of aggressiveness factors,
which are based on average driving, not instantaneous driving. Nonetheless, Figure 8.5 shows
graphically how the city aggressiveness factor depends on acceleration but not on speed. Thus,

driving less aggressively in this speed range is more about accel erating more gently than about
adjusting speed.
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Figure8.5 Instantaneous city aggressiveness factors for arange of accelerations
and velocities.

8.3.3 Aggressiveness Factor for Highway Driving

Highway driving istaken as any driving with average speed greater than 45 mph (72 km/h).
Figure 8.6 plots the wheel work and the fuel consumption for 310 drive cyclesthat fall into the
highway driving band. Wheel work aloneis closely correlated with fuel consumption. To ensure
that the city and highway aggressiveness factors are equal at the threshold speed, wheel work was
adjusted by subtracting the constant-speed wheel work at the threshold speed (45 mph).
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Figure8.6 = Whee work and fuel consumption for Ford Focus vehicle over 310 speed traces
in the highway speed band.

Aswith city driving, the adjusted wheel work value is then normalized by vehicle massto
give the aggressiveness factor (in units of acceleration). The final aggressiveness factor for highway
driving can be expressed in words as:

Whedl Work — Seady Speed Wheel Work at 45 mph

Aggressiveness factors =
Mass

Intuitively, this highway aggressiveness factor can be understood as capturing increased
fuel consumption due to both higher average speeds and variation in speed around that average.
Asshown in Figure 8.7, the highway aggressiveness factor is linearly correlated with fuel
consumption at average speeds exceeding 45 mph. For the Ford Focus, every 1 m/s? increase in city
aggressiveness factor causes an increase of 4.4 1/100km in fuel consumption, approximately the
same as for city driving.
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Fuel Consumption (L/100km)

Aggressiveness Factor (m/s2)

Figure8.7  Highway aggressiveness factor and fuel consumption for Ford Focus vehicle
over 310 highway drive cycles.

Aswith the city aggressiveness factor, the highway aggressiveness factor equation allows
us to identify the key features of highway driving that impact fuel consumption. Here, any increase
in wheel work causes a proportional increase in consumption, regardless of whether that increase
in wheel work came from either high acceleration or higher average speed. As shown in Figure 8.8,
while the aggressiveness factor is heavily dependent on acceleration, it is also dependent on
velocity. Not only does the aggressiveness factor increase at higher speeds, but so too does its
sensitivity to acceleration. For illustrative purposes only, Figure 8.8 shows the instantaneous
aggressiveness factor for the Ford Focus for arange of accelerations and highway velocities. The
upper bound represents the maximum accel eration of the vehicle, which decreases as velocity
increases. The plot illustrates that, at highway speeds, accelerating more gently is still key to
driving less aggressively, but moderating speed helps as well.
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Figure8.8 Instantaneous highway aggressiveness factors for arange of velocities
and accelerations.

8.3.4 Aggressiveness Factor for Neighborhood Driving

Neighborhood driving is taken as any driving with average speed less than 20 mph (32 km/h)
and is the most complicated to characterize in terms of aggressiveness. Thisis due primarily to the
large effect of vehicle speed. As shown by Berry (2010), for steady-speed driving at less than
20 mph, vehicle efficiency falls rapidly with decreasing vehicle speed, causing dramatic increases
in per-mile fuel consumption. As aresult, during neighborhood driving, wheel work has very little
correlation with fuel consumption. Thisis evident in Figure 8.9, which plots wheel work and fuel
consumption for 280 speed traces that fall within the neighborhood speed band.
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Figure8.9  Whee work and fuel consumption for Ford Focus over 280 speed traces
with average speeds of less than 20 mph.

In order to capture the role of average speed in fuel consumption during neighborhood
driving, extraterms are needed that relate the average speed of the cycle to some reference speed.
In this case, the reference speed is taken to be 20 mph (32 kph), the upper bound on neighborhood
driving. First, the wheel work term (numerator) is generated by adding the accel eration wheel work
of the cycle to steady-speed wheel work at 20 mph. Then, the ratio of the reference to average
speed is applied as a multiplier. These terms account for the fact that vehicle efficiency decreases
dramatically with decreasing vehicle speed. The reference speed was chosen to be 20 mph, in order
to optimize the overall fit while maintaining a consistent trend between aggressiveness factor and
fuel consumption for all neighborhood driving. A slightly higher reference speed would improve
the overall fit, but selecting a reference speed above the neighborhood/city split (20 mph) distorts
the trend.

Thisvalue is then normalized by vehicle mass as with city and highway driving. The final
aggressiveness factor can be expressed in words as:

AFNeighborhood = (

Mass

(Acceleration Wheel Work + Steady-Speed Wheel Work at 20 mph) 20 mph
average speed
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Figure 8.10 shows the relationship between the neighborhood aggressiveness factor and
fuel consumption at speeds below 20 mph. For the Ford Focus vehicle, every 1 m/s? increasein
neighborhood aggressiveness factor causes an increase of 2.6 L/100km in fuel consumption.

For neighborhood driving, speed has the largest overall impact on aggressiveness. As speed
decreases, the aggressiveness factor increases, but so does the sensitivity of the aggressiveness
factor to acceleration. Thisis shown clearly in Figure 8.11, which is, again, for illustrative purposes
only.

20

Fuel Consumption (L/100km)

0 | | | |
0 1 2 3 4 5

Aggressiveness Factor (m/s2)

Figure8.10 Neighborhood aggressiveness factor and fuel consumption for Ford Focus
over 280 drive cyclesthat fall into the neighborhood speed band.
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Figure8.11 Instantaneous neighborhood aggressiveness factors for Ford Focus vehicle
over arange of speed and acceleration values in the neighborhood speed band
(< 20 mph).

8.3.5 Aggressiveness of Standard Drive Cycles and Real-World Driving

One application of the aggressiveness factorsis to compare standard drive cycles to each
other and to real-world driving. Table 8.1 lists the fuel consumption and aggressiveness factor for
the Ford Focus for arange of drive cycles from the United States, Europe, and Japan. The four
cycles used for the post-2008 EPA fuel economy labels are highlighted. Of the neighborhood
cycles, the FTP falls between the Economic Commission for Europe (ECE) and Japan 10-mode
cycle. Only one of the four U.S. regulatory drive cyclesisacity cycle: the SCO3. This cycle has
similar aggressiveness as the New European Driving Cycle (NEDC) and is much more aggressive
than the Extra Urban Drive Cycle (EUDC) and Japanl5 cycles. The newer U.S. cycles, the
ARBO02 and LA92 are the most aggressive city cycles. Of highway drive cycles, the Highway
Fuel Economy Test (HWFET) and the US06, both regulatory U.S. cycles are the least and most
aggressive, respectively. Neither the E.U. nor Japan has aregulatory drive cycle with average speed
greater than 45 mph.

140




Opportunities for Changing Traveler and Driver Behavior

Table8.1 Fuel consumption and aggressiveness factors for Ford Focus vehicle over selected
United States and international standard drive cycles. The four highlighted drive
cycles are those used by U.S. EPA for fuel economy labeling purposes.

Drive Fuel Cycle Aggressiveness
Cycle Consumption Description Factor (m/s?)
(L/100km)
Neighborhood Cycles
Japan10/15 9.36 Japanese Reg. 1.53
FTP 8.39 U.S. Reg. 154
Japan10 10.67 Japanese Reg. 1.76
ECE 10.52 European Reg. 177
INRETS urb 10.67 Other European 1.92
INRETS urb3 11.36 Other European 215
INRETS urbl 11.38 Other European 2.17
NY City 16.02 Other U.S. 4.29
City Cycles
EUDC 6.76 European Reg. 041
Japan15 7.74 Japanese Reg. 0.44
INRETS road2 7.21 Other European 0.52
INRETS roadl 7.83 Other European 0.56
NEDC 8.14 European Reg. 0.63
SCO03 8.64 U.S. Reg. 0.67
INRETS road 7.91 Other European 0.72
ARBO2 8.75 Other U.S. 0.77
LA92 8.95 Other U.S. 0.86
Highway Cycles
HWFET 6.05 U.S. Reg. 0.22
Rep05 7.61 Other U.S. 0.61
INRETS hwy 8.03 Other European 0.76
INRETS hwy1l 8.61 Other European 0.77
Uso6 8.92 U.S. Reg. 0.81
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The aggressiveness of the standard drive cycles can be compared with that of real-world
driving. Across al driving in a 100-car study conducted in Northern Virginia and metropolitan
Washington, D.C., the average (city) aggressiveness factor was 0.80 m/s?, which is at the higher end
of the range of al city cyclesreported in Table 8.2.

In asmaller but more granular study of driversin Boston, MA, and Greensboro, NC, the
average (city) aggressiveness over all driving in the study was 0.54 m/s?, considerably lower than
that found in the 100-car study. For the 446 individual trips that had an average speed from
2045 mph, the average city aggressiveness factor was 0.42 m/s?, with a standard deviation of
0.10 m/s’. Among the 38 trips with an average speed above 45 mph, the average highway
aggressiveness factor was 0.55 m/s?, with a standard deviation of 0.13 m/s. Thisiswell above
the aggressiveness of the HWFET used for determining compliance with fuel economy standards.
Among the 313 trips with average speeds below 20 mph, the average aggressiveness factor was
1.35 m/<?, with a standard deviation of 0.78 m/s?.

8.3.6 Using and Interpreting the Aggressiveness Factors

The aggressiveness factors described here are metrics that combine and quantify the
impacts of driving behaviors on both wheel work and vehicle efficiency. Although aggressiveness
factors have the units of acceleration, they are not accelerations and are not proportional to any
acceleration values. They are mass-normalized, distance-weighted measurements of the driving
behaviors that increase fuel consumption. As aresult, the aggressiveness factors illuminate which
behaviors have the greatest impact on fuel consumption in each of the three speed bands. They
also allow usto quantify driving behaviorsin away that is proportional to fuel consumption.
This means that we can compare drive cycles, driving patterns, and drivers using a single metric.
However, it isimportant to understand the key features and limitations of the aggressiveness
factors, which are discussed in more detail by Berry (2010) and summarized here.

1. Neighbor hood, city, and highway aggressiveness factors are not interchangeable
or directly comparable. Although they share the same units, the different calcul ation
methods produce different values of aggressiveness factor even for the same vehicle and
driving patterns.

2. The aggressiveness factor s are distance-weighted. Aslong as they are of the same type
(neighborhood, city, or highway), the aggressiveness factors from multiple trips can be
combined through distance-weighted averaging to obtain the average aggressiveness of
the combined trip.

3. Aggressiveness factor s vary dslightly between vehicles. Aggressiveness factors depend
on parameters estimated from a coast-down test, which differ from vehicle to vehicle.
Practically speaking, however, the resulting differences in aggressiveness factors are
small, and the aggressiveness factors for one vehicle can be usefully projected onto
another vehicle.

4. Sensitivity of fuel consumption to aggressiveness varies by vehicle. Thisis due
mainly to differences in mass, and engine and transmission characteristics, aswell as
aerodynamics. In general, vehicles with less powerful engines are more sensitive to
aggressiveness than are those with more powerful engines.
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(2008)

following training

Table 8.2 Overview of literature evaluating potential energy savings through eco-driving.
Citation Study Type and Size Short-Term Long-Term
Quality Alliance 11.7%

Eco-Drive (2004) Driving instructors and 12% (8 months)
expertsin Switzerland 21% (17 months)
Eco-Drive course 12%
simulator course 15% 17%
simulator driving 25% (max)
Eco-training as part of the 0%
new driver training
Henning (2008) German-wide (1998— 25% (average) 15% (max)
(Ford of Europe) 2000); 300 participants 10% (average)
Leipzig Motor Show; 26.1%
(74 people trained)
Frankfurt Motor Show; 20.65%
(765 people trained)
Ford Motor Company| Intense 4-day class 24% (average)
(2008)
Onoda (2009) Summary of Eco-Drive 5% to 15% 5% (no feedback)
Program in Europe 10% (w/feedback)
Vermeulen (2006) Study by TNO: 24 drivers 7% (gasoline)
over predefined route 8% to 10% (diesdl)
Taniguchi (2007) Study of eco-driving 20%
training
Beusen and Denys VITO study of 8 drivers -1.7%t0 7.3%

Beusen et al. (2009)

VITO study of 10 drivers

12% to -3%

following training 5.8% (average)
(4 months)
Barth and Simulations with limited 10% to 20%
Boriboonsomsin real-world experiments
(2009)
Bragg (2009) 620 FuelClinic.com users | 5.23%
(FuelClinic.com) following driving tips
Saynor (2008) Driving trials by Ford 17% to 25%
(Ford Motor Motor Company and
Company) Energy Savings Trust:
total of 494 drivers
Mele (2008) 35% (average)
WBSD (2008) Fuel economy training 13% (average)
courses offered by 25% (max)

Volkswagen and
Naturschutzbund
Deutschland
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8.3.7 Reducing Aggressiveness: Eco-driving

Eco-driving isaway of driving that uses less fuel. It involves following a set of techniques
such as upshifting to avoid engine speeds over 2,500 rpm, maintaining steady vehicle speed,
anticipating traffic, accelerating and decel erating smoothly, and avoiding long idles. Although most
eco-driving advice includes lower highway speed, eco-driving is most common in city or urban
driving, where fuel savings can be achieved without lowering the average speed or planning for
longer travel times.

There are wide-ranging estimates of the fuel that drivers can save by employing these
and other related techniques for saving fuel. Table 8.2 summarizes the fuel savings projected by
some of these studies. Additional estimates are summarized by the International Transport Forum
[ITF, 2007]. Of note, the short-run savings seem to be greater than the long-run savings. For
example, Degraesuwe and Beusen (2013) found that without continual reminders, drivers who took
an eco-driving course reverted to less-efficient habits over time. In general, over the long term, a
5%—-15% reduction in fuel consumption seems feasible through eco-driving. However, the overall
percentage of fuel that might be saved depends on a combination of an individual’s willingness to
drive differently and the sensitivity of the specific vehicle to changes in driving aggressiveness.
The above discussions are based on “each vehicle.” The overall impact depends on the fraction
of drivers who make these positive adjustments to their driving behavior.

8.3.8 Charging Behavior: Increasing Petroleum Displacement
and Reducing Emissions

Plug-in electric vehicles (PEVs), including both pure battery electrics (BEVs) and plug-
in hybrids (PHEV s), are entering the vehicle mix in small but growing numbers. These vehicles
present both new opportunities for cutting emissions and saving petroleum, and new challenges
in assessing their impacts.

Powering vehicles with electricity introduces new uncertainties into assessments of their
environmental impacts. Unlike petroleum-based fuels, which are stored between refining and use,
thereisvirtually no capacity for storing electricity. As aresult, the source of the electricity—
the location of generation, its fuel source and efficiency, associated emissions, and transmission
losses—depends directly on the specific time and location of charging [Peterson, Whitacre, and
Apt, 2011]. In the case of PHEVs, thereis afurther source of variability. The relative mix of
gasoline and electricity used by the vehicle depends on the distribution of trip lengths and on
charging decisions made by the operator.

Due to limited market penetration, most existing knowledge of PHEV usage and energy
consumption, such as the impact of battery size and the grid impact of recharging, is based on
analysis of known mobility patterns, surveys, and retrofitted hybrid vehicles [ Denholm and Short,
2006; Hadley and Tsvetkova, 2007]. Various efforts have attempted to develop more realistic
assessments of how PHEV s will perform in the real world. Vehicle-level simulation has been used
to model the effects of design attributes and control strategies [Gonder and Simpson, 2006; Vyas,
Santini, and Johnson, 2009], while survey data and, more recently, GPS-based datalogging are used
to characterize driving patterns [Vyas, Santini, and Johnson, 2009; Lin and Greene, 2011; Khan and
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Kockelman, 2012; Gonder, Markel, and Simpson, 2007]. The validity of these approaches requires
an assumption that driving behavior will be the same for PHEV s as for conventional vehicles.

Charging behavior is an area of even greater uncertainty. Due to alack of real-world data,
charging behavior in existing work has been largely assumption driven [Khan and Kockelman,
2012] or based on small samples. Axsen and Kurani (2008) surveyed respondents about possible
charging behavior, based on availability and perceived importance. Davies and Kurani (2010)
reported results from a study of 40 vehicles for a one-week period during which the authors
identified a mean of one daily charge, including two participants who did not recharge at all.
Williams et al. (2011) noted the paucity of rea-world information on recharging behavior, and
presented the results of one prototype PHEV vehicle rotated among 12 households over one year to
gather more information on real-world charging behavior. Using small samplesto predict fleet-wide
impact generates substantial uncertainty [Gonder, Markel, and Simpson, 2007].

This section summarizes key results from ayearlong study of 125 instrumented PHEV s
deployed around the United States. The results show that the fraction of miles powered by
electricity was highly variable, even for identical vehicles. In addition, they show that charging
behavior is heterogeneous, and depends on alarge number of variables. The vehiclesin this study
were based on the 2010 Toyota Prius, equipped with 3 kWh of working battery capacity in charge-
depleting mode, and could be recharged from 110 V or 220 V outlets.

Heterogeneity in Petroleum Displacement by PHEVs

The amount of petroleum that is displaced by electricity is an important figure of merit for
PHEVSs, asit is closely tied to the cost-effectiveness, energy security, and environmental benefits
of those vehicles. A petroleum displacement factor (PDF) can be defined as the ratio of distance
powered by electricity to total distance traveled:

DigEIectrified
PDF = ———
DIStTotal

The PDF is similar in concept to the utility factor (UF), which is the fraction of miles
traveled in charge-depleting mode:
Dist,

UF=———
DIStTotal

UF and PDF are, by definition, identical for vehicles that lack a blended operating mode.°
However, for vehicles that use blended mode, UF will overestimate fuel displacement because a
portion of the tractive force during charge-depleting (CD) mode is derived from petroleum.

Figure 8.12 displays the distributions of utility factor and petroleum displacement factor

2Blended mode is a PHEV operating mode in which tractive energy is provided by both aliquid fuel and from
discharge of the battery, with the battery’s state of charge declining over time. It is contrasted with EV-mode, in which
energy comes only from the battery, and with charge sustaining mode, in which the battery’s state of charge exhibits
no longer-run time trend.
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values that were calculated over the 125 vehiclesin this study. The average PDF over all vehicles
in thistrial was found to be 13.7%, and the average UF was 28.1%. The average PDFs and UFs
observed in thistrial are lower than predicted by the methods of SAE standard J2841 standard for
UF. Thisislikely due to differences in the distribution of trip lengths between this trial and the
National Household Transportation Survey that underpins J2841, and to charging patterns deviating
from the once-a-day assumption used in J2841.

There was a very wide spread in the values of PDF and UF across different vehicles, even
though all vehicles were of the same design. The highest PDF was 59%, indicating that with the
right combination of driving patterns and charging habits, even avery small battery can displace a
large amount of gasoline. On the other hand, five of the 125 vehiclesin the study had PDFs of less
than 1%, and another 16 had PDFs between 1% and 5%, indicating that they derived almost none
of their energy usage from grid electricity.

A Model of Charging Choices in PHEVs

=== Petroleum Displacement Factor

== Utility Factor

Fraction of Total Distance

Figure8.12 Distributions of petroleum displacement factors and utility factors
over 125 PHEVs.
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Although PHEV analyses are increasingly grounded in real-world driving patterns, there
has been very little data collected on charging behavior, because of the dearth of PHEVsand BEVs
in real-world service. As aresult, assessments of these vehiclesto date have relied on assumptions
about how people might charge their vehicles. In this section, a mixed effects logistic regression
model is presented, with results that tend to validate the belief that overnight charging is the
most likely charging behavior. However, the results also show significant heterogeneity in the
relationship between various predictors and the probability of charging for different vehicles.

The mixed-effects logit specification is shown below:
%

P(Charge) = ——

Where Charge, is abinary variable indicating whether vehicle i was charged at the end of
trip t, and V, can be interpreted as the observable portion of the utility of charging U,.. (Since there
is no information on whether a charging point is available at each stop, what is modeled hereisthe
probability of locating and using a charging point.)

U=V, + & =X B+ Zb + g

In the equation above, X, isavector of variables characterizing the conditions encountered
by vehiclei at the end of trip t, and 8 is a vector of fixed effects and coefficients capturing the
average effect of those variables on the utility of charging. Z,, which may be the same as X,,,
isavector of variables with effects that vary over the vehiclesin the sample, and b, is a vector
of independent, normally distributed random effects which capture heterogeneity in the effects
of the variablesin Z. Thefinal term, g, represents the unobserved utility and is assumed to be
independently, identically distributed (i.i.d.) with extreme value distribution. The utility of choosing
not to charge is normalized to zero by assumption.

The model tested the dependence of charging on the battery’s state of charge (SOC),
expressed as percentage of working battery capacity at the end of the trip, characteristics of the
completed trip, the time until the next trip, and the day and time at which the trip was compl eted.
Initially, both fixed and random effects were estimated for al of the independent variables. Random
terms relating to the hours before the next trip were dropped from the model after initial analyses
indicated that they would have no practical significance. State of charge was included linearly,
along with dummy variables indicating that the battery was fully charged or depleted, with the
expectation that the probability of charging would increase as the battery is depleted. The length of
the completed trip was included, since longer trips might make drivers more aware that the battery
is depleted (alternatively, longer trips might leave a driver more fatigued and less likely to plug
in). Also included were dummy variables indicating whether the trip was the last trip of the day,
or ended at the same place the vehicle started the day, both of which tend to be associated with
overnight stops. Finally, dummy variables were defined to identify the approximate time the trip
ended, and whether it ended on a weekend or a weekday.

The results of the model estimation, which was done using the Ime4 software packagein R,
are presented in Table 8.3. The parameter estimates and associated standard errors are presented for
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the fixed effects/constant coefficients in the first column. The estimated standard deviations of the
random parameters are presented in the second column. Because of the asymmetry in the sampling
distribution of the random parameters, standard errors are not reported and significance testing was
not based on t-tests. Instead, significance of each random parameter was assessed using likelihood
ratio tests on restricted versions of the model in which the random parameter in question had been
dropped. The test statistic for the likelihood ratio test is provided in parentheses for each random
parameter; under the null hypothesis these will be y2-distributed with 1 degree of freedom.

Looking first at the fixed effects, the time before the next trip is strongly related to whether
avehicleis charged at the end of atrip. For times up to three hours, the probability of charging
increases with the waiting time. However, above three hours, there is essentially no changein the
probability of charging. There are at least two possible explanations for this result. First, three
hours is the approximate time needed to fully charge these vehicles, so it is possible that drivers
would only want to plug in when they know they have enough time for afull charge. Alternatively,
it is possible that three hours worth of charging is the minimum that drivers are willing to accept
in return for the inconvenience of plugging in. Distinguishing between these hypotheses would be
more practical with charging data from some other types of plug-in vehicles.

Thelast trip of the day and one that ends at the |ocation where the day began are each
strongly correlated with a higher probability of charging. Combined with the substantial effect of
astop being longer than three hours, these results suggest that the probability of charging overnight
isgoing to be relatively high, since overnight stops are likely to be longer than three hours, the last
trip of the day, and to occur at the same place where the vehicle’'s day began. Trip length had
asmall effect, and weekends had no significant effect on the probability of charging.

The fixed effect estimate for SOC has the expected sign, indicating that the vehicles were
less likely to be plugged in when the SOC was higher. When the battery was already full, the
vehicles were much less likely to be plugged in. Surprisingly, an empty battery was associated with
alower probability of charging; it is possible that thisis due to empty batteries being more common
when vehicles are away from their usual charging infrastructure. Although statistically significant,
this effect is relatively small compared with the effects discussed above. The fixed effects for times
after noon were significant, indicating a modest reduction in the probability of charging after atrip
that ends in the afternoon or, especially, in the late evening.

Turning to the random effects, there is heterogeneity evident in the effects of most
variables on the probability of charging, which is significant in both statistical and practical terms.
Interestingly, for some variables (ending on weekend, and several time-of-day dummies) thereisno
fixed effect, but there is a significant random effect. This indicates that although there is no effect of
these variables on the probability of charging on average, the effect for some vehicles was positive
and for other vehicles was negative.
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Parameter Estimates of Logit Model

Fixed Effects, p Random Effects, ¢
(standard error) (LRT statistic on nested model)

Intercept -3.635 *** 0.594 ***
(0.113) (60.3)

Battery State

Battery SoC -0.0148 *** 0.009 ***

(percentage points SoC) (0.0015) (50.3)

Full battery -2.762 *** 0.948

(>90% SoC) (0.278) (2.5

Empty battery -0.342 *** 0.329 ***

(<10% SoC) (0.064) (15.8)

Next Trip

Hours until next trip 1.007 ***
(0.028)

>3 hours until next trip 2.774*** 0.558 ***
(0.081) (70.3)

(Hours until next trip) * -1.007 ***

(>3 hours until next trip) (0.028)

Current Trip

Distance (miles) -0.003 ** 0.003
(0.001) 0.3

Last trip of day 0.972 *** 1.143 ***
(0.117) (690.3)

Ends at day’s 0.655 *** 0.840 ***

starting point (0.088) (376.5)

Ends on weekend -0.035 0.542 ***
(0.067) (71.3)

Trip End Time

4AM -8AM 0.053 0.551 ***
(0.092) (52.7)

8 AM —Noon -0.075 0.365 ***
(0.082) (17.3)

Noon -4 PM -0.206 * 0.395 ***
(0.086) (22.8)

4PM -8 PM -0.202 * 0.477 ***
(0.096) (22.6)

8 PM — Midnight -0.285 + 0.864 ***
(0.152) (40.9)

Model Summary Statistics

Null Log-Likelihood L(0) -37344

Model Log-Likelihood L(B) -16447

Adjusted p? 0.559

+ Significant at 0.1 level * 0.05level ** 0.0llevel *** 0.001 level
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Behavioral Changes, Design Changes, and Petroleum Displacement of PHEVs

Substantial policy incentives exist to increase the size of batteries employed in PHEVs.
For example, U.S. Federal tax credits for PHEVs provide larger subsidiesto vehicles with larger
batteries. As shown in Figure 8.13, increasing battery size leads to greater petroleum displacement,
but with diminishing marginal returns, especially above about 12 kWh (equivalent to about 55 km
of electric-powered range for the vehiclesin this study).
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0 5 10 15 20 25 30
Battery Capacity (kWh)

Figure8.13 Effect of varying battery capacity on petroleum displacement factor,
while maintaining travel and charging patterns for 125 PHEVs.
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Increasing the frequency of charging can also substantially increase petroleum
displacement. Figure 8.14 shows the petroleum displacement factors that would result from drivers
charging whenever the dwell time between trips exceeds some threshold value. If driversin this

study had charged at

every stop longer than three hours, the average petroleum displacement factor

would have increased from 14% to 23%. If they had charged at every stop, petroleum displacement
would have increased to 28%, even with asmall, 3 kWh battery. Thisis about the same effect as
would be achieved by quadrupling battery size.
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0.00 —

Charging at Every Stop = X Hours

Figure8.14 Effect of varying charging criteria on petroleum displacement, while maintaining
battery size and travel patterns for 125 PHEV's. The X-axis represents a threshold
length of stop, such that all stops longer than the threshold value include charging.
The extreme |eft of the plot represents alimiting case in which vehicles are
charged after every trip.
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8.4 Summary: Traveler and Driver Behavior

Substantial opportunities exist to reduce petroleum consumption and emissions by
modifying the decisions of travelers about where and how they travel, how they drive their
vehicles, and with PEV's, when and where they charge them. Through 2050, vehicle kilometers
traveled (VKT) could be cut by up to 15% by pricing travel and shifting travelersto alternative
transportation modes. Operating light-duty vehicles less aggressively could cut energy consumption
per mile by 5%—-10%. With PHEV s, increasing the frequency of charging could potentially double
the amount of petroleum that is displaced by electricity.
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9.0 Scenario Analysis Results

Over the past decade, our On the Road group has applied in-use vehicle fleet modeling to
multiple regions around the world to project fuel demand and carbon dioxide (CO,) emissions.
These studies encompass the United States [e.g., Bastani et al., 2012a, Khusid, 2010, Chow and
Heywood, 2014], magjor European countries such as France, Germany, Italy, and the United
Kingdom [Bhatt, 2010], Japan [Nishimura, 2011], and China [Akerlind, 2013]. The work contained
within this chapter draws together results of a number of papers and theses produced within the
group over
the past five years.

9.1 Scenario Analysis Methodology

The fleet model uses alarge set of inputs to generate the four sequential outputs of vehicle
stock, vehicle energy demand, vehicle fuel demand, and vehicle CO, emissions. In-depth data
collection and analysis informs base year values. Other historical data on vehicle oil demand allow
for model calibration. Thereafter, combining historical trends, new government policies, expert
interviews, and our own analysis and judgments helps to define the future evolution of each input.
The models generally encompass both fixed and variable inputs. The scenario analyses described
below compare model outputs using various sets of the inputs many of which evolve
over time.

Numerous individual inputs set up the fleet model appropriately for the region considered,
and define each scenario.

» Type of vehicle: analyses assume one representative vehicle for each vehicle category,
and different categories of vehicles and powertrains as appropriate in different countries
or regions.

* Future vehicle sales: all analyses project future sales with sales growth rates; growth rates
differ among countries.

* Future vehicle scrappage rates. analyses use two different methods to predict vehicle
survival: survival curvesthat require data on average vehicle life span and fleet rate of
decay or data that can be used to calculate annual scrappage as a fraction of annual sales.

» Future vehicle kilometers travelled per year (VKT): analyses use exponential decay
equations to model VKT, projecting new vehicle VKT through annual percentage changes,
and using an exponential mileage degradation rate to determine VKT as vehicles age.

» Future naturally-aspirated spark-ignition (NA-SI) engine vehicle fuel consumption: this
is set as either an annual percentage change or by setting aratio for fuel consumption in
agiven future year compared with the base year.

» Typesof powertrains: Included powertrains are usually amix of NA-SI engines,
turbocharged gasoline engines, diesel engines, and the various types of electric powertrains.
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* Future powertrain sales mix: Evolving annual percentage growth rate changes for sales
market shares of all alternative powertrains allow the model to calculate sales market shares
for al powertrainsin any given year.

» Reative fuel consumption across powertrains. Usually determined by updating previous
On the Road work [e.g., Bandivadekar et al., 2008]; this ratio generally changes little
between different model years.

* PHEV utility factor: fraction of total vehicle miles/km driven by electricity.
» Electric motor efficiency.

* Fuels: fleet models have included gasoline, diesel, and other types of alternative fuels—
compressed natural gas (CNG), methanol, various biofuels, and hydrogen.

* Fuel energy content: generally constant for each fuel across different studies.

* Fuel source efficiency: energy required to extract, produce, and distribute the “fuel” to
the vehicle (well-to-tank [WTT] requirement), relative to energy supplied to the vehicle
(tank-to-wheels [TTW] energy).

* Fuel CO, emissions or greenhouse gas (GHG) emissions intensity: total life-cycle GHG
emissions for each fuel (usually as mass of CO, equivalent per unit of energy delivered).

9.2 Incorporating Uncertainty

Scenario analysis involves looking into the future. Many input variables, and their evolution
over time, are needed to define a scenario. These variables and their evolution are uncertain. There
are uncertainties of several different kinds, each of which increases as we move forward into the
future. Many of the inputs to scenario analysis are “averages’ which, once we move beyond the
present, become less well defined. Thus, growing uncertainty with timeisinherent. Thereis
uncertainty in the scenario results due especially to uncertainties in the rates at which these inputs
change over time. There are aso uncertainties in the internal logic and equations of the models
used—i.e., their internal workings. An important component of exploring the extent of these
uncertainties is to determine the sensitivity of key scenario results to changes in the major input
variables and assumptions, usually obtained by varying one (or afew) of these parametersin a
systematic manner to quantify the degree to which key model output parameters change as a resullt.

We have employed several approaches to examine the extent of uncertainties and their
impact in the various scenario analysis studies of different world regions discussed below.
Comparisons between scenarios, where selected assumptions have been chosen to be different, can
be used to provide “less-uncertain” information, since such comparisons generate numbers for the
differences between the scenarios. Several of these aspects of uncertainty and sensitivity will be
reviewed as we discuss awide range of scenario analyses that we have completed over the past
several years.
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Our recent U.S. light-duty-vehicle (LDV) fleet analyses generated probability distributions
for future fuel demand, and other outputs such as GHG emissions [Bastani et al., 2012a] based on
distributions of the input assumptions. Our scenarios in Europe, Japan, and China generated sets of
discrete projections. Specifically, these analyses created separate scenarios for the evolution of each
input variable: usualy areference and ahigh and low projection [e.g., Akerlind, 2013]. The
reference scenario was usually a middle-of-the-road, average, scenario. It presents future LDV
in-use fleet energy demand, fleet fuel demand, and fleet CO, emissions using the reference set of all
input values. In our China-focused studies [Akerlind, 2013], the scenario-based sensitivity analysis
retains all input reference values save one which assumes either its high or low value. This
generates a“ delta’ that illustrates the relative importance of each input assumption or driver in
projecting future fleet energy demand and emissions. The goal of the sensitivity analysisisto assess
the significance of a plausible change in one input relative to asimilar change in another, in
numeric terms. Therefore, this analysis can group inputs as having a small or large impact on future
fleet fuel demand and CO, emissions.

The China analysis generates discrete scenarios that also include bounding scenarios that
represent the extreme maximum and minimum future fuel demand and CO, emission projections
by using al the high values or using all the low values for the various inputs generating these two
bounding scenarios.

9.3 In-Use Vehicle Fleet Model

The fleet model is best described through a diagram (see Figure 9.1). The grey boxes denote
fleet model inputs and the purple boxes denote fleet model outputs. The model generates four
sequential outputs: stock size, energy and fuel demand at the vehicle level, then CO, emissions.
These are then aggregated to give fleet energy, fuel demand, and GHG emissions. The first output,
vehicle stock, corresponds with the volume component of the vehicle fleet impacts. The vehicle
distance traveled input corresponds to the use portion of the vehicle fleet impacts, while fuel
consumption and powertrain mix together correspond with the energy efficiency component.
Together, these generate the energy demand output, which is then disaggregated by fuel to calculate
the fuel demand output. Finally, specifying the different fuels used, and their GHG emissions
intensities, then generates the final fleet CO, emissions outpui.

The bottom of the model diagram shows different ways to present the results: for example,
total LDV stock, stock by component vehicle types, total fuel demand, fuel demand for different
vehicle types, different vehicle fuels, or different vehicle powertrains. It may be relevant to know
the amount of gasoline and diesel consumption that alternative fuels displace, even if total energy
demand remains unchanged.

A series of equations underlies this schematic view of the fleet model. They follow herein
this chapter:

Stock, ey = Sal €S,y ey X Survival,,yywy-cy
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Figure9.1  Schematic diagram of in-use vehicle fleet model.

The stock of vehiclesfor agiven calendar year (CY), model year (MY) /age (MY—CY)
and vehicle type (v) is calculated by multiplying the appropriate sales number by the appropriate
survival ratio: the probability that a given age vehicle survives for the next year. This survival ratio
is based on the average rate at which vehicles of a given age retire from the fleet:

SurVivalv,MY,MH:Y = eXp[_ (CY;_A) B

where T isthe vehicle half life and B is the retirement rate. Survival ration versus vehicle age
curves have varied modestly over time scales of a decade or more and differ between world
regions. These differences, however, are not that large. Typically, the survival ratio curveis above
about 90% for the first 8-10 years of avehicle'slife and fallsto below about 10% at 17—20 years.

Energy Demand,., =
v SEOCK v ey X vier Zeaavy SEOCK iy X VK Ty vy X Powertraing oy, X FC, oy

Overall energy demand per vehicle powertrain (P) for agiven calendar year is determined
by multiplying the number of vehiclesin ayear by how far each vehicletravelsin ayear (VKT) by
the amount of fuel each vehicle consumesto drive unit distance. More specifically, the count of
vehicles unique for agiven model year, calendar year, and vehicle type is multiplied by the VKT
associated with that count. The market share mix for different powertrains for a given model year
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and vehicle type divides this count and thereafter associates each count of vehicles with its
appropriate fuel consumption (FC). Summing over model years and vehicle types gives energy
demand per powertrain and calendar year.

Fuel Demand; ., =2, Energy Demand,, X Fuel .,

Annual fuel demand, broken down by fuel (f), is determined by multiplying fuel, the
fraction of powertrain energy demand supplied by a given fuel, by the energy demand for a
powertrain.

Emissions., =2;; Fuel Demand; ., X Source; o,

GHG emissions are determined by classifying each source by fuel and carbon intensity (i)
and multiplying each fuel’s average carbon intensity for a given year with that given year’s fuel
demand to generate overall emissions.

Whilethe LDV fleet models we used in our scenario analyses have evolved over time, their
basic approach and structure have not changed that significantly. In our discussion of each set of
scenarios, any additional details important to their understanding are highlighted and referenced.

9.4 Scenarios: USA
9.4.1 Background

Future energy consumption and GHG emissions from LDV s in the United States have
been a major focus of our group’s scenario studies. In 2011, the United States was the largest
petroleum consumer in the world at 18.8 million barrels per day according to the Energy
Information Administration (EIA). This accounted for some 22% of total global petroleum
consumption. Approximately 70% of the oil consumed by the United States was used by the
transportation sector in LDV's accounting for about 60% of the total transportation energy use.
Furthermore, transportation in the United States accounted for about 28% of the total national GHG
emissions of 6,702 Mt of CO, equivalent in 2011. This made it the second largest contributor of
U.S. GHG emissions behind only the electricity sector. Transportation’s GHG emissions have
grown by approximately 18% since 1990 according to Environmental Protection Agency (EPA).
These increasing levels of petroleum demand and GHG emissions pose a serious energy supply
and global climate change problem. It is becoming ever clearer that one of the several mgjor energy
and GHG emissions challenges to which the United States must respond is reducing, asrapidly as
possible, these LDV fleet impacts. Our U.S.-focused scenario studies have explored various
promising, yet realistic, opportunitiesto do this.

We will focus here on the energy and petroleum consumption, and GHG emissions,
reduction potential from the U.S. in-use LDV fleet over the next several decades. We will outline
our mainstream “reference” scenario, characterized as arealistic aggressive scenario, which we
project out to 2050. This was studied [Bastani et al., 2012a and 2012b] with our LDV fleet model
with an approach that utilized a stochastic Monte Carlo methodol ogy to examine the probability of
achieving significant reductions in these fuel and GHG fleet impacts. This approach was also used
to assess the potential for improvements and changes in powertrains, propulsion system, vehicle
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technology, size, and performance, to meet U.S. government regulatory “targets,” related to the
Corporate Average Fuel Economy (CAFE) requirements out to 2025. Several successively more
optimistic scenarios were also compared.

The effects of increasing vehicle “éelectrification” through hybrid electric vehicles (HEVS),
plug-in hybrid electric vehicles (PHEV's) and (pure) battery electric vehicles (BEVs)—all
alternatives to standard gasoline spark-ignition engine vehicles—on overall fleet impacts have been
examined. The key question here was the effect that the rate of penetration of these more energy-
efficient vehicles (especially PHEV s and BEV's), which add electricity to transportation’s energy
supply, has on the reduction in fleet energy consumption and GHG emissions. The additional
impact of a potentially larger supply of biofuels, added to electrification, was also explored
[Khusid, 2010].

We have used our LDV fleet model to examine amore focused and pragmatic question:
would raising the anti-knock rating of standard U.S. gasoline, and the compression ratio of new
gasoline engines in vehiclesin parallel, have a significant impact on overall LDV fuel consumption
and GHG emissions over the next couple of decades? This study [Chow and Heywood, 2014]
additionally illustrates the value of input-driven scenarios using our fleet model.

We will now describe the mgjor findings from these severa studies. The primary emphasis
will be on their results and their interpretation. Input details related to the fuel consumption and
emissions characteristics of the various engine/propulsion system and vehicle technologies likely
to be used are summarized in Chapter 3. The relevant characteristics of the various fuels and energy
sources involved in these scenarios, and their GHG emissions intensities, are discussed in Chapters 3
and 6. The methodology and structure of the LDV fleet model has been summarized in Section 9.3
above (see Figure 9.1). The deployment rates over time of critical improvements in engine and
transmission (or propulsion system), and vehicle technologies, are based on our previous studies
of thisimportant question as well as projections from the involved industries and other researchers,
and historical trends. Note that the 2007—2011 recession and recovery in the automobile industry
caused a significant “blip” in sales, scrappage, VKT, and deployment rates of new technology. We
have included thisin our fleet model and have assumed that post about 2013 “normal trends’ have
essentially returned. In our scenarios, we use projections and assumptions related to various time
frames, asfollows. Current, usually our starting point, is pegged to information corresponding to
dates between 2008 and 2012, depending on the date of the study and data avail ability. We define
the near (or nearer) term as the next decade or so (out to about 2025), the midterm as from 2025
to 2035, and the long (longer) term as beyond about 2035. We will show that different types of
options or changes are likely to have very different degrees of impact depending on the time scale
that we are considering.

9.4.2 Stochastic Modeling of In-Use Fleet Impacts

The work done by Bastani et al., 2012a, 2012b devel oped and used a Stochastic Transport
Emissions and Policy (STEP) Model to analyze technology improvement and implementation, and
petroleum and alternative fuel use pathways, including uncertainty, to explore the potential for
reducing fleet fuel use and GHG emissions out to 2050. The stochastic approach used in this STEP
model isillustrated in Figure 9.2. The 40 or so input parameters in the four categories across the top
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of the figure are each represented by a distribution with upper and lower bounds and a mode. The
shape of the distribution with agiven set of constraints was shown to be not that important, so a
simple triangular distribution with the peak at the mode was used. The STEP model is effectively a
vehicle fleet and technology penetration model (Section 9.3) which is exercised thousands of times
using a Monte Carlo assignment process for each input variable value and carrying out thousands
of individual fleet calculations. This produces distributions of output variables asillustrated. Also,
Tornado Diagrams, which express the change in each output variable divided by a one-standard
deviation increase in each input variable above its mean value (one at atime), display in rank order
the magnitude of the sensitivities so determined.

Vehicle Fuel Alternative Demand and Market
Technology Performance and Fuel Deployment of New
Performance GHG Emissions Availability Technologies and Fuels

STEP Model

Total LDV Fleet GHG Total LDV Fleet Fuel
Emissions Use

D Inputs - S P

D Model
D Outputs pe=s

y=== INput
- Probability
Distribution

Tornado Diagrams

Figure9.2  Schematic of STEP Vehicle Fleet Model [Bastani et a., 20124].
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The more important inputs for this “reference” realistic aggressive scenario are listed
in Table 9.1. The logic behind these chosen input values (and the additional inputs) can be found
in Bastani et al., 2012b. It isimportant to understand what these model input parameters represent.
Many define the operating characteristics of the average vehicle of a given category and type: e.g.,
fuel consumption of the average gasoline engine passenger car. That is, variables such as this one
represent the behavior of all the vehicles of this category and type. As discussed in Chapter 3,
where the operating and performance characteristics of these vehicles with different propulsion
systems are described and discussed, “all” such future vehicles will not incorporate all the
technology improvements—some will include more, some less. In other words, the average vehicle
will not have characteristics that are “as good” as the best (or optimum) vehicle.

Table 9.1 Important Inputsinto STEP for the Realistic Aggressive Scenario
[Bastani et al., 2012a).

Parameter Min Mode Max Mean STD Ccov Values
in 2010

Total light vehicles sales o

in 2030 [' 000] 9,387 18,403 23,000 16,930 2,827 17% 11,500

(le‘ct)‘l’;‘i)scrappage rate 65% | 80% | 105% | 83% 8% 10% | 80%

% SalesHEV in 2030 3% 10% 17% 10% 3% 30% 3%

% Sales PHEV in 2030 1% 5% 9% 5% 2% 35% 0%

% Sales BEV in 2030 0% 4% 8% 4% 2% 40% 0%

VKT-annual-growth o o 0 o o o o

(2006-2020) 0.26% 0.50% 0.74% 0.50% 0.10% 20% 0.50%

VKT-annual-growth

(2030+) -0.40% 0.00% 0.40% 0.00% 0.16% N/A N/A

ERFC Cars 40% 80% 100% 73% 12% 17% 50%

p X

% Blend cellulosic ethanol 4% 14% | 24% | 14% 4% 30% 0%

in 2030

% Electricity from clean o o o o o o o

T e 30% 50% 5% 52% 9% 18% 29%

Cellulosic Ethanol WTW o

in 2030 [gCO/MJ] 6 8 14 9 2 18% 10

Gasoline WTW in 2030 o

[9CO,J/MJ] 81 92 103 92 5 5% 92

Electricity WTW in 2030 o

[9CO/KWH] 376 970 1,376 908 205 23% 1,078

FC-r NA-SI carsin 2030 o

(Relative fusl consumption) 0.44 0.70 0.96 0.702 0.105 15% 1.00

FR-r NA-SI light trucks

in 2030 (Relative fuel 0.45 0.71 0.98 0.714 0.107 15% 1.00

consumption)
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Vehicle fuel or energy consumption characteristics are obtained from the relative fuel
consumption datain Figure 3.3. This bar chart shows our estimates of the improvementsin fuel
consumption of a given type of vehicle (e.g., hybrid passenger car) over time, and compares our
estimates of the performance of the various propulsion system technology vehicles, under the same
circumstances. These relative fuel consumption values are converted to absolute values using the
actual on-road (called adjusted) fuel consumptions of today’s mainstream dominant technol ogy.
For a current (2010) NA-SI engine average passenger car and light truck, these calibrating fuel
consumptions are 9.2 and 11.8 liters (gasoline)/100 km, respectively, giving a combined value of
close to 10.5. These vehicle fuel consumption values are for the situation in which vehicle
acceleration performance (characterized by the zero to 100 km/hr, 60 mph, acceleration time)
remains essentially unchanged. This has not been the historical pattern (see Section 3.3 and Chapter
5), although the rate of increase in accel eration performance capability is decreasing. We have
defined a parameter Emphasis on Reducing Fuel Consumption (ERFC) to quantify thistrend. An
ERFC of 100% corresponds to vehicle accel eration performance remaining the same: ERFC of zero
corresponds to the case in which all the fuel efficiency improving technol ogies embodied into future
vehicles are used to offset the negative impact of increased performance on vehicle fuel consumption,
so the net result is no significant improvement in the actua fuel consumption. Figure 9.3 shows the
estimated effect of ERFCs less than 100% on the fuel consumption of the mainstream technology,
the NA-SI gasoline vehicle used in this study. The trend assumed is ERFC increasing from about
50% (in 2010) through 70%—80% in 2030 to 90%—100% in 2050. The worsening impact of thison
average vehicle fuel consumption is some 10%, so it is a not-unimportant factor. With alternative
powertrain vehicles, the impact of increasing acceleration is expected to be less due to the lower
impact on powertrain efficiency as the relative load on the powertrain is changed.

1.2

1.0

0.8

Relative Fuel Consumption NA-SI

0.6
0.4
= 50% ERFC
=== 100% ERFC
02 |
0'0 T T T T T
2000 2010 2020 2030 2040 2050 2060

Figure9.3  Impact of ERFC levels below 100% on relative vehicle fuel consumption
(smplified FC-relative-ERFC map).
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Figure 3.3 also shows the substantial differencesin fuel/energy consumption between
vehicles using different propulsion systems. When these per-vehicle fuel consumption numbers are
combined with the sales mix among these different technologies an additional path is provided to
decreasing fleet fuel consumption. The evolving sales mix over time assumed in this scenario is
shown in Figure 9.4. Note that the radical aternative propulsion system vehicles are assumed to
grow modestly over thistime frame. Overall, “vehicle electrification” (HEV, PHEV, BEV, and
FCEV) progresses significantly to about 40% in 2050. Turbocharged engines, gasoline and diesdl,
are assumed to grow to almost half of the total internal combustion engine vehicle sales (currently,
in the United States, these are mostly standard NA-SIs). There is the question as to whether the
automotive market would really evolve to this multi-technology state. Viewed as a decreasing
internal combustion engine (ICE) based component and an electrified component, it is not really
seven different propulsion systems, but a bifurcation. We have assumed that fuel-cell technology
and hydrogen fuel, in the in-use fleet, grow slowly. Much will depend on the response that the
initial rollout of fuel-cell vehicles (FCV), expected over the next decade or so, evokes from the
vehicle-using public. An important issue is devel oping refueling infrastructure for alternative fuels.
Our judgment is that the evolution of more than one major new fuel infrastructure is unlikely over
the next few decades, and that new infrastructure is most likely (in the longer term) to be hydrogen.
Thus, we do not view natural-gas-fueled LDV's as a significant component of the alternative
vehicles and fuels mix. We have emphasized growth in PHEV s (developed from HEV s) as the
larger electricity-using component, with BEV's more modest in sales and on-road use. Through their
much greater vehicle recharging flexibility, PHEVs and Extended Range Electric Vehicles (EREVS)
moderate the impact of electricity use on the electrical supply and distribution system, significantly.
Thisisintended to be arealistic scenario.

New Vehicle Market Share
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We now summarize the results of this study (for additional details, see Bastani et al., 2012a).
The methodology used generates probability distributions such as those shown in Figures 9.5a and
9.5h. The probabilities are scaled so the area under the curve equals unity. Figure 9.5a shows the
total fleet CO, emissionsin 2030: Figure 9.5b shows the distribution in 2050. The mean values
shift lower with time: current (essentially maximum) fleet GHG emissions are 1,654 Mt CO,
equivalent: the 2030 mean valueis 1,367, and the 2050 mean value is 837—a reduction of close
to 50%. The spread grows with time: the coefficient of variation, the standard deviation divided by
the mean value, increases from today’s value of zero (today’s emissions are calculated from data),
to 10% in 2030 to 27% in 2050. Note these are Well-to-Wheel (WTW) valuesin which the GHG
emissions from the energy supply system have been added to the TTW emissions (WTW = WT
tank + Tank TW). The probability distribution in 2030 is close to symmetric: by 2050 it has
become significantly skewed toward the higher values.

The TTW fleet fuel consumption results behave similarly, but with some differences (again,
see Bastani et a., 2012a). The rate of decrease in fleet fuel consumption (in equivalent gasoline
liters/year) from the maximum (in 2008 and in 2014, with amodest dip in between due to the
recession) starts relatively more slowly and in 2030 is about one-third of the reduction in GHG
emissions (5%—6% from the maximum for fleet fuel consumed, relative to some 17% for GHG
emissions). Thisfaster reduction in GHG emissions is primarily due to ethanol biofuel counting as
part of the fleet’s fuel consumption (in gasoline equivalent liters), but having alesser impact on CO,
emissions due to the lower GHG intensity (gCO,/MJfuel energy) of corn-based ethanol (25%
lower than gasoline in 2030) and cellulosic ethanol (90% lower). By 2050, the mean value of fleet
fuel use has been reduced by some 40% from the current maximum level of 526 billion liters of
gasoline equivalent per year: as noted above, the mean value of the fleet GHG emissions has been
reduced 49% from the current maximum of 1,654 Mega tonnes CO, equivalent per year.

By generating the probability distributions for fuel and energy consumed, and GHGs
emitted, by running this realistic aggressive scenario from today to 2050, we can lay out the overall
evolution of these fleet impacts, as shown in Figures 9.6 and 9.7. Mean linesfor LDV fleet fuel
consumption and the 95%, 75%, 25%, and 5% probability lines are given in Figure 9.6: the same
linesfor CO, equivalent GHG emission are shown in Figure 9.7. The mean, 75% and 25%
probability lines, defines the bulk of the Monte Carlo scenario simulations. (Note that 75% of the
simulations fall below the 75% dashed line; 25% of the simulations are below the 25% line.)

The middle half of the solutions can be viewed as indicative of the spread due to uncertainty while
the 95% and 5% indicate the extremes. Note that the extent of these uncertainty bands depends
primarily on the upper and lower bounds spelled out in the scenario inputs. All the important model
input values are based on historical trends and data, assessments based on our studies and those of
others, and our judgments.
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Figure9.5  Probability profiles, U.S. LDV fleet GHG emissions (Mt CO, equivalent/year):
(a) 2030; (b) 2050.
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Figure9.6  U.S. LDV fleet fuel use (billion liters gasoline equivalent/yr) over time,
out to 2050.
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Figure9.7 U.S. LDV fleet GHG emissions (Mt CO, equivalent/year) out to 2050.
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With this perspective on uncertainties, we conclude the following: The spread between the
75% and 25% linesis not that large. All lines show an ongoing downward trend (ever lower fuel
consumption and GHG emissions beyond about 2020). All of thisis encouraging, and the Tornado
diagram trends, discussed next, explain the major factors driving this steady progress.

Figures 9.8 and 9.9 show Tornado diagrams for the realistic aggressive scenario: Figure 9.8
shows the variable rankings for LDV fleet fuel consumption (TTW) for 2030; Figure 9.9 shows
fleet GHG emissions variable rankings for 2050. Note each bar is the change in fleet fuel use or
GHG emissions resulting from a one standard deviation change in that input variable divided by
the standard deviation of that input variable distribution, arranged by priority—Dbiggest at the top.
Common to both impacts is the dominance of the fleet size (vehicle sales and scrappage rate),
followed by the fuel consumption of the average dominant NA-SI engine vehicle (effectively how
much does the embodied fuel efficiency technology in new vehiclesimprove over time), and
ERFC. The fact that ERFC is ranked high on importance in thislist indicates that the anticipated
increases in vehicle acceleration performance over time should not be ignored. Specific to the fleet
GHG emissions variable sensitivity is percent cellulosic ethanol: thisis due to the fact that this does
not affect gasoline equivalent fuel consumption, but does impact GHG emissions due to its much
lower GHG emissions intensity (CO./energy) than gasoline. Note that variables that are in the
higher sensitivity range on these Tornado diagrams are there due to their importance (in terms of
magnitude) in the fleet model and/or due to their high uncertainty (high input variable standard
deviation).

Overall, fleet growth, vehicle use growth (VKT), and mainstream engine and vehicle
technology improvements are the most significant fleet fuel-consumption factors. With GHG
emissions, we add the inherent GHG emissions intensity of the aternative fuels and energy sources
to these three primary factors.

The benefits of both improving mainstream powertrain technology, and changing to more
efficient propulsion systems, as well as reducing vehicle weight (and size) and resistances, are
shown in Figure 9.10 where the decrease in average new vehicle fuel consumption over timeis
displayed. This decrease is due to both improvements in the standard gasoline and diesel engines
and transmissions, and increasing sales volumes of HEV's, PHEV's, BEVs and FCEVs. Note that the
change, 2006 to 2050, is substantial—a factor of three.

Figure 9.11 shows the breakdown of total LDV fleet GHG emissions by fuel and energy
source. This breakdown incorporates both the emissions intensity of the fuel/energy-source, and the
growth in its use, as well as the steadily improving efficiencies of the various technologies. Note
that, with the assumptions used, the tar sands emissions grow by a factor of two, 2010 to 2050,
while petroleum-based gasoline GHG emissions decrease by almost afactor of five. GHG
emissions from electricity use increase by some 50% from 2010 to about 2025, and then remain
almost constant to 2050, due to the anticipated reduction in GHG emissions intensity from the
electricity generating sector over this time frame, offsetting growth in use of electricity in
transportation.
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Figure9.8  Tornado diagram for 2030 U.S. LDV fleet fuel use ranked by magnitude
of influence (billion liters gasoline equivalent/year).
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Figure9.9  Tornado diagram for 2050 U.S. LDV fleet GHG emissions ranked by magnitude
of influence (Mt CO, equivalent/year).
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Figure9.10 On-road mean new vehicle fuel consumption (liters/100 km) out to 2050.
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Figure9.11 Mean lifecycle GHG emissionsfrom U.S. LDV fleet (Mt CO, equivaent/year)
by fuel type: Out to 2050.
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Overall, the results and discussion here show that a realistic aggressive scenario
for the United States projects substantial progress. The average new LDV sold could improve its
on-road fuel consumption substantially. This more than offsets the negative impact of growth in
fleet size and, possibly, vehicle use. Thisis a positive conclusion, but these assumed vehicle
improvements will have to occur to realize these reductions. Thiswill take ongoing, ever-stricter
fuel economy regulation to force the pace, as well as policies that encourage the purchase of these
more efficient but more expensive, lighter, and somewhat smaller vehicles, in the marketplace.
This scenario will not happen without ongoing, steadily increasing “push and pull.”

9.4.3 Potential for Meeting Future CAFE Targets

In late 2011, the U.S. Department of Transportation (DOT) and EPA together announced
their intention of proposing arule making for LDV fuel-economy requirements (CAFE) for 2017
through 2025. The requirements that resulted from this rule-making process are based on vehicle-
footprint size categories into which each auto manufacturer’s vehicle models are placed. As the
footprint category becomes larger (and thus the vehicle models are larger and heavier) so the fuel
economy requirement, miles per gallon (mpg), decreases. Vehicle model fuel consumptions are
sales weighted within each footprint category, and then across each category to achieve averages
for each manufacturer to assess compliance with the requirements. Both EPA and DOT have used
future projections of the sales mix, first within each auto manufacturer, then across the several LDV
manufacturing companies, to obtain “mpg targets’ for the industry. These nominal targets have
become well known as 34.1 mpg in 2016 (6.9 1/100 km) and 54.5 mpg in 2025 (4.3 1/100 km) with
stepped values for each year in between.

We have used the STEP methodology described in the previous section to assess the
prospects that these overall targets for 2016 and 2025 are within reach of plausible rates of
development and deployment of engine and vehicle fuel-economy-enhancing technology [Bastoni
et a., 2012c]. Note that these targets are not the CAFE requirements: rather they are our estimates
of the average mpg that the new LDV mix would achieve (in 2016 and 2025) given the assumed,
extrapolated sales fractions. Such a study provides useful information for the planned 2017
comprehensive assessment of progress toward, and prospects for meeting, the proposed standards
looking ahead toward 2025.

It is unfortunate that these “nominal targets’ (e.g., 54.5 mpg in 2025) have been so broadly
used to quantify the nation’s fuel economy objectives because several “credits’ have been
negotiated which significantly reduce these mpg numbers. These credits include incentives for EVs,
PHEV's, and FCEV's, also for applying certain novel technologies, hybridization of full-size pick-
ups, and lower GHG impact air-conditioning refrigerants. These details are many and complex, and
make realistic assessment of the effective targets challenging. Our assessment is that these credits
effectively reduce the CAFE targets to 32.5 mpg in 2016 and 44 mpg in 2025. Other assessments
of the effective targets are comparable. The current (2012) combined car and light-truck CAFE test
cycle fuel economy is about 29 mpg. These target improvements correspond to 3.5% per year to
meet the 2025 target over the 12 years from 2013 to 2025. These annual rates are somewhat higher
than the historical record of close to 3% per year from technology improvements and sales mix
changes [ Schoettle and Sivak, 2013].
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We analyzed three scenarios. our reference plausible aggressive scenario; that same
scenario with almost all of the engine and vehicle fuel efficiency improvements targeted toward
decreasing actual fuel consumption (ERFC approaching 100%); and the so-called EPA/DOT
preferred (alternative) scenario, see below:

1. Theplausible aggressive scenario: arealistic yet ambitious pathway that achieves close to
a40% reduction in fleet fuel use by 2050, developed in the authors’ earlier study [Bastani,
et a., 20124]. This pathway includes significant improvementsin the fuel economy of new
vehicles through development of conventional powertrains (NA-SI) and introduction of
downsized turbocharged (TC-SI) powertrains as well as hybrids and electric vehicles. These
improvements are realized through both engine and vehicle developments, including weight
reduction and aerodynamic drag, and tire rolling—resistance improvements. Better fuel
consumption is achieved through these technology advancements, as well as by increasing
the portion of the technical progress used to increase vehicles fuel economy directly, rather
than to offset increasing size, weight, and performance, which has traditionally been a
major degrading factor in the United States. These scenario inputs are based on what we
deem plausible, derived from engineering and vehicle simulation analysis and aggregated
appropriately, rather than determined from what is required to meet some fuel economy
target. Beyond this new vehicle CAFE target assessment in our in-use fleet analysis,
the demand for vehicles and miles travelled is assumed to grow at alower rate than the
historical average along with a steady though moderate penetration of alternative powertrain
vehicles into the new vehicles market.

2. Thehigh ERFC scenario: a scenario with a strong emphasis on reducing fuel consumption,
with essentially no increase in acceleration performance, with the same market assumptions
as the plausible-ambitious scenario, but with more aggressive vehicle fuel consumption
reduction from engine and powertrain technologies: ERFC is assumed to be close to 100%
over time, indicating that all future technological progressis used to improve actual vehicle
fuel economy instead of offsetting increasing vehicle performance, size, or weight.

3. EPA/DOT preferred alter native scenario: the agencies’ proposed “preferred scenarios”
are described in some details in the rulemaking document [NHTSA, 2011]. The scenario
chosen here—often-labeled preferred alter native—is the one that the agencies used to
support the proposed CAFE standards. It is significantly more aggressive in its rate of
progress than our scenarios 1 and 2.

Additional scenarios were studied to assess the impacts of accelerated technology
development and deployment, and specified demand reduction, on in-use fleet annual fuel
consumption. Also, various technology and sales mixes that met the 2016 and 2025 CAFE targets
on schedule were constructed and compared. These latter results provide insight as to what would
need to happen to realize these targets on schedule. We now summarize the key results. see Bastani,
Heywood, and Hope (2012c) for additional details.

174




Scenario Analysis Results

Plausible aggressive scenario: calculations focus on the average new vehicle. Therefore,
they involve input assumptions such as the relative fuel consumption of new vehicles over time for
the different propulsion systems (as shown in Figure 3.3) calibrated with the actual CAFE test fuel
consumption of the average standard gasoline-engine vehicle of today for cars and for light
trucks—the two categories of vehicles are tracked separately since their relative proportions over
time may well change. The relative deployment rates (sales fraction) of the various propulsion
system vehicles then bring in the appropriate weighting to obtain the CAFE fuel consumption/
economy of the sales mix for agiven year. Figure 9.12 shows the combined (cars plus light trucks)
CAFE mpg values from 2010 to 2025 in blue. The values for various probabilities (from the top,
based on the stochastic model) of 95% below the short-dash line, 75% below the long-dash line,
the mean (solid line), 25%, and 5%. The red line is the mean mpg for cars. The light-trucks mean
line would be below the combined mean by a comparable amount, some 4 mpg since the current
relative proportions of cars and light trucks are about 50:50.

With this scenario, the sales mix average reaches 35 mpg in 2025, but iswell short of the
44-mpg CAFE target. The mpg has a strong upward slope and would likely reach 40 mpg in 2030
and 44 mpg a few years beyond that.

Combined CAFE (mpg)
4

39 (- S
e = =« Combined (5%)

e= «= Combined (25%)
37 i o
e Combined (Mean)
5 | 0 Combinedos T A
Combined (95%)

e Passenger Cars (mean)
33 | TTTE gertarsimean) »~ ) e/ <

- AR
s
29 777777777777777777777777777777777777777777777777777777777777

27 |-

25 ,
2005 2010 2015 2020 2025 2030

Figure9.12 Combined new car and light truck CAFE mpg under the plausible aggressive
scenario: top curve passenger cars only [Bastani et a., 2012c].
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Figures 9.13 and 9.14 show the probability distributions of the CAFE fuel economies these
average new vehicles would have in 2025: cars, light trucks (SUVs and other light trucks), and
combined. The means are 39, 30, 28, and 35 mpg for cars, SUVs, other light trucks, and combined,

respectively.
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Figure9.13 2025 CAFE (mpg) probability density function for light trucks (SUV's and other

light trucks): plausible aggressive scenario [Bastani et al., 2012c].
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cars and light trucks: plausible aggressive scenario [Bastani et al., 2012c].

176




Scenario Analysis Results

The standard deviations of these 2025 distributions are 2.63, 2.05, and 1.89 mpg for these
three categories of vehicles, giving closely comparable coefficients of variation (stand. dev/mean).
In our judgment, this spread due to uncertainty is relatively modest, despite the significant
difference between the upper and lower bounds assigned to the input variables.

High ERFC scenario: The second scenario changes one important parameter, the emphasis
on reducing fuel consumption (see Sections 3.3 and 5.2 for more discussion of why this parameter
isimportant). An ERFC of 100% means that while fuel consumption/economy improve over time,
vehicle acceleration performance stays the same. In the plausible aggressive scenario, ERFC for the
new vehicle sales mix increased from about 50% today to some 75% in 2030. Thus, setting ERFC
at 100% significantly improves (by some 5%—-10%) the fuel consumption of new vehicles: the
average fuel economy of the sales mix in each of the categories (cars, SUV's, and other light trucks)
increases by 5% in 2016 and 9% in 2025. The combined CAFE test mean mpg for the high ERFC
scenario in 2025 is 38.3 mpg compared with 35.0 mpg for the plausible ambitious scenario, but is
still well short of the 44-mpg target.

EPA/DOT preferred alternative scenario: The third scenario is even more optimistic
in terms of technological progress and deployment rates. This EPA/DOT preferred alternative
scenario, isone of several proposed by these government agencies, and is the one used to support
the rulemaking process. Vehicle performance is assumed constant (ERFC of 100%). The
improvement in new vehicle fuel consumption in this EPA/DOT preferred alternative scenario is
assumed to be somewhat higher and faster (and it isthe NA-SI and TC-Sl that are most important
in this nearer-term time frame), but these seemingly moderate improvements compound to provide
significantly higher mpg values, as shown in Figure 9.15. A comparison of Figure 9.12 (the
plausible aggressive scenario) and 9.15 indicates the difference. This EPA/DOT preferred
alternative path gives 17% higher mpg in 2025 compared to the high ERFC scenario (with which it
shares the no increase in vehicle performance assumption) and 28% higher mpg than our base
plausible aggressive scenario.

In summary, the probability of attaining the 44-mpg CAFE test value (that corresponds
to the 54.4 mpg widely discussed target, with alowable credits) in 2025 is still only about 15%
(i.e., 85% of the Monte Carlo scenario simulations fall below this 44 mpg target value and only
0.4% exceed the 54.5 mpg target value). The high ERFC scenario shows only 2.4% of the scenarios
are above 44 mpg in 2025. For the plausible aggressive base scenario, the percentage of scenarios
above 44 mpg is negligible.
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Figure9.15 CAFE (mpg), 2010-2025, for new vehicles EPA/DOT preferred scenario:
combined cars and light trucks [Bastani et al., 2012c].

Another part of this study [Bastani, Heywood, Hope, 2012c] works backward from the
2016 and 2025 overall mpg targets to identify a number of strategies that would come close to these
targets. Table 9.2 providesillustrative examples of such strategies for 2016 and 2025 compared
with the present context. Three alternative approaches are shown: strong emphasis on vehicle
light-weighting and downsizing; high percentage of alternative powertrains (alternatives to the
NA-SI standard gasoline engine vehicle); and a combination of these two and other approaches.
We see that to approach 44 mpg (the 2025 CAFE target) would require high ERFC (little
performance escalation), significant vehicle light-weighting and downsizing, a substantial increase
in the proportion of cars versus light trucks (which provides additional vehicle weight reduction
to that provided by lighter weight material and design efforts), and a much increased share of
aternative (more fuel efficient) powertrain vehicles.
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Table 9.2 Strategies for meeting the 2016 and 2025 CAFE targets, with 2009 baseline
[Bastani et d., 2012c].

Strategies % | % Curb Wt Reduction | % % Market Share by Powertrains On-road
ERFC| from 2009 (average | Cars : CAFE, mpg
new vehicle weight) NA-SI | Turbo Sl | Diesel | HEV | PHEV | BEV | FCHEV | Total Alt.| (test cycle)
2009 50% ..(1,727 Kg) 51% | 94% 4% 0% 2% 0% 0% 0% 6% 21.04 (25.5)
2016
Lightweight

. 85% 19.5% (1,390 Kg) 90% | 94% 4% 0% 2% 0% 0% 0% 6% 25.20 (30.5)
and Downsize

Alt. Powertrains | 75% 75%(1,598Kg) | 51% | 53% | 30% | 4% | 9% | 3% | 3% | 1% 500% | 25.70 (31.1)
Combination 8506 | 125%(1512Kg) | 65% | 550 | 21% | 4% | 15% | 2% | 2% | 1% 45% | 26.90 (32.5)

2025

Lightweight
and Downsize

Alt. Powertrains | 75% 17.5% (1,428 Kg) 60% | 0% 57% % | 21% | 6% 6% 3% 100% | 34.80 (42.1)
Combination 85% 22.0% (1,350 Kg) 70% | 22% 33% 7% | 23% | 6% 6% 3% 83% | 36.40 (44.0)

85% | 27.0%(1,261Kg) | 90% | 46% | 27% | 9% | 9% | 4% | 4% | 1% 54% | 34.30 (415)

Figure 9.16 illustrates that all of these 2025 strategies have especially ambitious objectives:
four critical vehicle and sales mix parameters for 2016 and 2025 are compared with the 1980 to
2010 historical context. It is clear that achieving these needed future weight reductions, vehicle
market and technology shifts, and effective curtailment of the historical ever-increasing vehicle
acceleration performance trend, required to meet the CAFE targets represent very challenging
objectives.
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Figure9.16 Historical trend, and combination scenarios over time, from Table 9.2 for 2016
and 2025. (a) Average vehicle curb weight: (b) Alternative powertrain (non NA-S|
powertrain) vehicle market shares: (¢) Market share of cars (versus light trucks):
(d) Emphasis on reducing fuel consumption (ERFC) [Bastani et a., 2012c].
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9.4.4 Emphasis on vehicle electrification and biofuels

A study with another set of scenarios focused on the impacts of increased sales of HEV's
and PHEV s, and increased supplies of biofuels [Khusid, 2010]. In turn, these scenarios explore
more efficient propulsion technology, introduction of electricity as a transportation energy source,
and alternative liquid fuels from a potentially low-GHG-emitting source—cellulosic biomass.
Table 9.3 couples the characteristics of these mainstream and aternative propulsion systems to the
important questions of whether significant changes in propulsion system technology are required,
and whether significant energy supply infrastructure changes will be needed.

Table9.3 Overview of aternative transportation energy Sources.

Emerging Automotive Significant changesin Significant infrastructure
Propulsion Technology vehicular technology changerequired?
required?

Advanced conventional

vehicles (direct injection, diesel, No No
turbocharging) using gasoline

and/or ethanol

Hybrid electric and plug-in

hybrid electric vehicles Some No
Non-conventional fuel

(compressed natural gas, Some Yes
hydrogen) vehicles

Battery Electric Vehicles Yes Yes

Aswe move down the table, we see that increasingly significant changes are required,
which increase the cost and lengthen the time scales of any potentially positive outcomes. The
challenges for natural-gas LDV's and BEVsin the United States have already been described in this
chapter. In this study of various levels of vehicle electrification, we compare substantial market
penetration of HEV's, with equivalent (high) market penetration of PHEV s, both embedded in what
is essentially the reference plausible aggressive U.S. scenario already discussed. The sensitivity of
fleet fuel consumption and GHG emissions impacts to high (essentially 80% of sales mix in 2050 as
hybrid) dominated first by HEV's, and then (second) by PHEVs: We assume a negligible percentage
of BEVsin these scenarios since, as Table 9.3 indicates, the battery technology performance market
acceptance and cost demands, and the inherent range and recharging time limitations of this
technology, downgrade their potential to a niche market status. A steady and substantial “greening”
of the electricity supply system is assumed to occur.

The increasing volumes of HEV's and PHEV s till require significant liquid fuel. So, we also
examined the consequences of increasing the biofuel ethanol contribution from its current 7% or so
(on an energy equivalent basis) produced from corn grain, to about four times that level through the
addition of second generation technology cellulosic-based ethanol embodied in the Renewable Fuel
Standard (RFS) legidation of 2005 and 2007. Thisis based on the expectation that the technology
for effective conversion of cellulosic biomass material will, in due course, be devel oped.
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In the electrification study [Khusid, 2010], two specific scenarios were analyzed and
compared. Both have hybrid vehicles rising from the current small fraction of sales (afew percent)
to 80% of vehicle salesin 2050. In the first scenario, HEV s are the dominant hybrids rising to 67%
of salesin 2050, with PHEV s constituting 13% (for a hybrid total of 80%). In the second scenario,
PHEV s become the dominant hybrid vehicle type, starting at alow saleslevel in 2015 and rising
linearly to 70% of salesin 2050. In paraldl, in this scenario, HEVsinitially rise to 15% in 2020,
level off, and then drop to close to 10% in 2050. BEV s were not included in the el ectrified segment
of the market due to our assessment that they will be a niche market of less than 5% or so of sales
due to basic cost, driving range, and long recharging time constraints. FCHEV s were also omitted
since the barriers to market entry are significant and are likely to delay substantial market penetration.
In both cases, the market shares for cars and light trucks were assumed to be the same.

A PHEV-30 was chosen to represent that vehicle category (i.e., aPHEV having a 30-mile,
48-km, all-electric range), within the range of 10 to 40 miles expected for future PHEV's. EREV's
were not included: they appear likely to be more expensive and less flexible. The overall objective
of this study was to assess the impact of bringing electricity into the U.S. transportation energy
source mix at an aggressive rate, and identify the key factors involved in thereby reducing liquid
fuel consumption and GHG emissions. Note that these market penetration rates for hybrids are
high. The Bastani et al. (2012a) base scenario (described as plausible aggressive) assumes
that by 2050 market shares are: HEV's 17.5%, PHEV s 12%, FCHEV s 6%, BEVs5%. That is,
hybrids represent about 30% of the market, and an additional 10% or so is represented by fuel cell
and battery vehicles.

With the introduction of electricity into the transportation energy supply system, the GHG
emissions intensity of electricity isacritical factor. Figure 9.17 shows the 2008 U.S. generating
mix of which just under half is coal sourced.?

= Coal
Petroleum
® Natural Gas
B Nuclear
® Hydroelectric Conventional

Other Renewables

Figure9.17 Average U.S. electricity generation by source in 2008: U.S. EIA, Electric Power
Industry, 2008: Year in Review [2010].

21The changes, 2008 to 2014: some coal replaced by growing natural gas and increasing renewables, are significant
but not yet that large in magnitude.
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The assumed GHG emissions intensity, 2010 to 2050, is shown in Figure 9.18. An
aggressive reduction in gCO, equivalent/MJ delivered is indicated: areduction by afactor of 5.
Thiswould require, by 2050, a major renewabl e generating component, electricity storage,
elimination of coal (or fully effective carbon capture and storage capability), reduced and clean
natural generation, and substantive nuclear generating capacity. We have thus presumed a steady
and major “greening” of the U.S. electricity supply system.

A final electricity factor isthe vehicle's recharging pattern from the electricity grid. The
simplest assumption is overnight recharging that occurs at home (though previous studies suggest
thiswill limit the market for PHEV S/BEV s to about 50% of vehicle owners). An alternative
[Kromer and Heywood, 2008] is so-called “ opportunity charging” where the vehicle is recharged
whenever it is parked (at alocation with recharging outlets presumed to be widely available). The
electric mileage percentage of total milesfor a PHEV-30 (see Figure 3.2) are 57% and 74% for
these two bounding situations, respectively. Then, the PHEV-30 electrical energy and petroleum-
based fuel energy consumed (in liters, gasoline equivalent, per 100 km) are as given in Figure 9.19,
where the ratios of electrical driving energy/total driving energy are 30% for home charging, and
55% for opportunity charging.

250

20| TNt

150 | === mmmm oo G

100 | N

e Model, clean grid
7 J

e « o« EIAmodel, 2009 Annual Report,
Reference Case with ARRA

Emissions (gCO,/MJ delivered)

0 T T
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Figure9.18 Assumed GHG emissionsintensity (gCO, equivalent/MJ electricity delivered)
by electric power grid to the vehicle.
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Figure9.19 PHEV-30 energy consumption (electricity and gasoline) for home charging
(lower bar) and opportunity charging (upper bar).

The final element in this electrification scenario comparison is expanding the biofuel
component of the LDV liquid fuel supply. That fits with this major takeover of the market with
hybrid vehicles since they would benefit from alower-carbon-emitting liquid fuel. We examined
three biofuel deployment strategies proposed by McAulay (2012): a baseline which assumes that
corn ethanol production capacity reaches alimit in 2015, primarily based on the ethanol plants
currently in operation or under construction. Also, advanced second-generation biofuels, interpreted
here as cellulosic ethanol, do not become available in any significant quantities. The second
scenario assumes that the RFS* was realized and extended from 2022 to 2035, rising from 140 to
225 billion liters per year: the Extended RFS scenario. The recent limited progressin developing
cost-effective processes that convert cellulosic biomass feedstock into alternative fuels such as
ethanol led to athird alternative fuels scenario: the Delayed RFS scenario. These scenarios are
illustrated in Figure 9.20. Figure 9.20(a) shows the baseline scenario corn-ethanol supply scenario
with the Extended RFS scenario added: Figure 9.20(b) shows the Delayed RFS scenario. Note
that the maximum corn ethanol volume shown, some 57 billion liters/year, corresponds to about
40 billion liters'year on an energy content basis (converted to gasoline equivalent liters) and
represents 7%—8% of the current (close to maximum) total in-use U.S. fleet fuel consumption
of 525 billion liters gasoline equivalent/year (see Figure 9.6). Dueto “lack of progress,” the
Extended RFS scenario is now judged infeasible.

2The RFS originated with the 2005 Energy Policy Act and was expanded and extended by the Energy Independence
and Security Act (2007). The RFS requires renewable fuel to be blended into transportation fuel in increasing amounts
each year, escalating to 36 hillion gallons/year by 2022 (about 140 billion liters/year).
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Figure9.20 Biofuel availability in billion liters per year: (a) in the base (corn ethanol) and
Extended RFS(cellulosic ethanol) scenario; (b) in the Delayed RFS plus reduced
corn ethanol scenario.
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The scenario results are as follows:. The penetration of these new technologiesinto the
in-use vehicle fleet isdelayed in its overall impact due to the long lifetime of vehiclesin the fleet
(about 15 years). Figure 9.21 shows results for the PHEV scenario. The PHEV fraction in the in-use
fleet rises rapidly from today to about half the in-use car fleet by 2050. Figure 9.21b shows the
percentage of PHEV'sin the new car sales and in the in-use car fleet. The lag for carsis about
10 years; for light trucks the lag is similar. By 2050, the U.S. LDV fleet size (stock) has grown to
some 350 million LDVs:. the PHEV fraction of thisin-use fleet is about 50%. As noted previously,
it takes avery aggressive expansion of PHEV s in each successive year’s sales, starting in about
2020, to achieve this 50% penetration.

Predicted U.S. market shares of the various LDV technologies are shown in Figure 9.22:
(a) shows the mix for the HEV scenario; (b) the PHEV scenario mix. Conventional (current
technology) gasoline engines have been fully displaced by advanced conventional internal
combustion engine and hybrid vehicles. Advanced conventional—improved NA-SI gasoline
engines, turbocharged gasoline engines, and increased sales of improving diesel—are just under
half the sales. From about 2015 on, these evolving improvements (out to about 2030) are the
dominant reason for decreases in average vehicle fuel consumption. As hybrid sales increase, their
better fuel consumption contributes to this decrease and then (in about 2035) becomes the larger
factor in this reduction. The two scenarios have comparable market share mixes: note that the HEV
technology leads the PHEV technology by some 5 to 10 years.

Passenger cars Passenger cars
250 ¢ ——TT T T T — T 100% T

sesess % PHEV in new car sales
80% 1 % PHEV in fleet — 1 1

O Total cars in use, mil
D PHEV in use, mil
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B .
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Figure9.21 PHEV scenario: (a) in-use fleet passenger carfleet size, overall and PHEV's
(b) PHEV as a percentage of new car sales, and percentage of the U.S. in-use
vehicle fleet.
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Figure9.22 Technology mix in the U.S. 2035 new vehicle sales mix: (a) HEV scenario;
(b) PHEV scenario.

The full scenario analysisresultsfor the U.S. in-use LDV fleet’s fuel consumption and GHG
emissions are shown in Figure 9.23. The graphs on the | eft (a) show the fleet energy consumption
(TTW) for the HEV (upper) and PHEV (lower) scenarios: the dotted lines show only the liquid fuel
consumption impacts. For the HEV scenario, thereislittle difference between the total TTW energy
and the TTW liquid fuel. For the PHEV scenario, the difference, due to the electrical energy
consumed, is significant. On the right-hand side (b), the graphs show the fleet’s evolving GHG
emissions rate based on the fleet’s energy consumption rate and the GHG emissions intensities of
the various energy sources involved. (Note that the slight “upturn” in the upper graphs, starting in
about 2045, is due to fleet growth more than offsetting the efficiency improvementsin powertrain
and vehicle technologies.)

Figure 9.23 shows that the PHEV scenario (rising to 70% market share in 2050) reduces
both fleet fuel consumption (due to their reduced gasoline requirement, and their electricity use
displacing gasoline) relative to the HEV dominant scenario. Table 9.4 provides a quantitative
comparison of these two scenarios in 2040. The (high) HEV scenario reduces fleet fuel use to 0.74
of its (current) maximum, and GHG emissionsto 0.76 of the maximum. The (high) PHEV scenario
produces reductions to 0.69 of the maximum fuel use, and 0.65 of the maximum GHG emissions.
Comparing the two scenarios shows that the PHEV scenario provides an additional 7% reduction
over that of the HEV scenario’s fuel consumption: for GHG emissions the additional reduction is
twice that, 14%. Note that these hybrid scenarios are highly aggressive and do not, at this point in
time, appear realistic. Also, the PHEV scenario assumes a comparably aggressive reduction in the
GHG emissionsintensity of the electricity supply system (reduction from current levels to about
one-third by 2040).
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Figure9.23 Technology mix in the U.S. 2035 new vehicle sales mix: (a) HEV scenario;
(b) PHEV scenario.

Table 9.4 Comparison, in-use U.S. LDV fleet, 2040: Fleet fuel consumption,
GHG emissions; HEV, PHEV, and Alternative Fuels scenarios.

HEV Scenario PHEV Scenario PHEV &
Alternative Fuels
Units Relative Units Relative Units Relative
Fleet fuel use:
(bill. Liters gas. equiv./yr.)
2010 (max.) 579 1.00 580 1.00
2040 (total) 429 0.74 397 0.69
2040 (lig. fuel) 420 0.725 340 0.59
Fleet GHG emissions:
Mt Co, equiv./yr.)
2010 (max.) 1,704 1.00 1,704 1.00
2040 (total) 1,297 0.76 1,116 0.65
2040 (lig. fuel) 1,255 0.74 984 0.58
Fleet GHG + biofuels:
Mt Co, equiv./yr.)
2010 (max.) 1,704 1.00
2040 (delayed RFS) 936 0.55
2040 (Extended RFS) 778 0.46
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The availability of increasing amounts of advanced biofuels would further reduce fleet GHG
emissions, though not fleet energy consumption. Results from this study [Khusid, 2010] with the
more realistic yet optimistic Delayed RFS scenario, and the much more optimistic (and, in our
judgment, unrealistic) Extended RFS scenario, indicate additional GHG emissions reductions.

In 2040, these additional reductions would be about 15% for the corn-based plus (rising) cellulosic-
based ethanol to 140 billion liters per year in 2035 of the Delayed RFS. they would be almost 30%

percent for the Extended RFS scenario which supplies close to twice as much ethanol per year than

does the Delayed RFS scenario.

In summary, this electrification and biofuels study indicates the following: From a baseline
of about a 20% reduction in fuel use (TTW) and GHG emissions (WTW) by 2040, from their
maximum (current) levels, predominantly through improvements in mainstream powertrain and
vehicle technologies [Bandivadekar at al., 2008], the additional reductions through aggressive
hybrid vehicle deployments (sales fraction rising to 80% of total sales by 2050) were of the
following magnitude: The aggressive HEV strategy further reduced fuel use and emissions by
an additional 6% or so, and the aggressive PHEV strategy further reduced fleet fuel consumption by
an additional 7% and GHG emissions by an additional 14% (beyond this 20%). Two levels of
biomass-based ethanol were examined: one rising from the current supply rate of about 50 billion
liters per year of corn-based ethanol to 140 hillion liters per in 2035 (the additional ethanol being
produced from cellulosic biomass), and the other rising twice as fast to 230 billion liters per year.
These reduced the fleet GHG emissions in 2040 by 15% and 29%, respectively. (These numbers
are based on the assumption that the land use changes in producing these substantial volumes of
biomass-based ethanol do not result in significant CO, emissions from this land use change.

This assumption isincreasingly viewed as unrealistic. Thus these biofuels benefits could well

be overestimated.) Also, the higher ethanol supply case, which extended the Renewable Fuel
Requirements from about 140 billion litersin 2022 to 230 billion litersin 2035, is no longer judged
to be feasible. Therefore, only the first of these two substantive alternative fuels scenariosis
plausible. Moderate expansion of a biomass-derived alternative fuel supply remains a possibility.

Overall, these very aggressive hybrid and alternative fuels scenarios, when combined with
significant improvements in mainstream powertrains and reductions in vehicle weight, drag and tire
resistance, suggest that reductions in fleet energy consumption of about 30 percent with comparable
reductionsin GHG (WTW) emissions, might be approached by 2040. Extrapolating to 2050 (based
on our several U.S.-focused scenario studies) suggests that additional reductions of about 15%
(relative) might be attainable for an overall reduction by 2050 approaching 40% for fleet fuel
consumption, and up to some 50% for GHG (WTW) emissions provided that important requirements
such as major reductionsin GHG intensity in electricity supply, and the availability of substantial
volumes of low-GHG-emitting second-generation ethanol are met.

Figure 9.24 illustrates the fleet energy use in 2050 relative to 1990, 2000, and 2009 levels,
broken down into electricity, and bio- and petroleum-based liquid fuel. Note that the 2009 lineis
close to the maximum level the current fleet is utilizing. The figure confirms the above summary:
bringing significant electricity into the LDV energy mix (PHEV compared to HEV scenario)
reduced petroleum-based fuel use by about 20%,; the benefits from plausible biofuel production use
are comparable.

190




Scenario Analysis Results

600 —

500

e
W

@

:E' 400

?ﬂ Electricity

s s Biofuels
w300 A

£ = Petroluem-based
T | e L e 1990 level

2 200 -

= - == 2000 level

= —2009 level

100

HEV + Extended PHEV + Delayed PHEV + Extended
RFS RFS RFS

Figure9.24 Annua in-use fleet energy use (billion liters gasoline eq. per year) in 2050,
by energy source, the HEV plus Extended RFS, PHEV + Delayed RFS PHEV +
Extended RFS scenario. 1990, 2000, and 2009 energy-use levels are also shown.

A more realistic take on these overall impacts would be that some two-thirds of these
reductions might be realized. Thus, while the impact of improving mainstream technology and
steadily growing market share of HEV s over timeis obviously the most important nearer-term
impacting factor, increasing electrification of transportation’s energy supply and building up
biomass-based alternative fuels, would certainly displace a significant amount of petroleum-based-
fuels. However, this diversification of energy sources would need to be accompanied by major
reductions in the GHG emissions intensities of electricity generation and supply, and of low-
carbon-emitting conversion of cellulosic biomass to fuels such as ethanol (see Table 3.6), for
these benefits to be realized.

9.4.5 Benefits of higher octane gasoline

We will now report on a study that focused on the U.S. LDV fleet that examined the benefits
of significantly raising the knock-resisting capability of standard U.S. gasoline. Knock, an
abnormal engine combustion process, is caused by spontaneous ignition of the fuel-air mixture
ahead of the flame inside the gasoline engine's cylinders. Knock onset limits the engine’'s
compression ratio, as well as the boost levelsin turbocharged gasoline engines, and thus the
downsizing of the engine. A better knock-resisting fuel would delay the onset of this phenomenon,
and thus enable engine changes that would usefully improve efficiency and performance. The
knock resistance of afuel is defined by its octane number, of which there are severa definitions.
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The most accurate octane number used in many world regions is the Research Octane Number
(RON).% Regular gasoline in the United Statesis RON 91 or 92. Premium gasoline (RON 98) is
about 10 percent of the U.S. gasoline market. In Europe, the standard RON is 95, higher than in the
United States. Ethanol has a RON of 109, so it is an attractive anti-knock fuel, whether used in
blends with gasoline or as a stand-alone fuel.

This study [Chow, Heywood, and Speth, 2014] evaluated scenarios in which the standard
U.S. gasoline was replaced (over the next two to three decades) by a higher octane fuel (gasoline
with some ethanol) with its RON raised to 98 or more. In parallel, new enginesin LDVswould
have their compression ratios raised and, if turbocharged, would have their boost levels raised and
their displaced volume reduced appropriately (i.e., be downsized). Thislast point isimportant.
If the output of an engine of given displacement isincreased, that engine will generate more power.
In agiven vehicle, that engine would then provide greater vehicle acceleration capability. For equal
acceleration performance, the engine should be downsized, i.e., its displaced volume reduced.
Asaresult of any compression ratio increase, and especially due to engine downsizing in agiven
application, the engine's efficiency at part-load (where most normal driving occurs) is increased
because the magnitude of the engine’s friction and friction’s relative importance significantly
decrease. Depending on the impact on the petroleum refinery’s energy consumption involved in
producing this higher-octane “ standard” fuel, this might be a worthwhile change to implement.

However, the time scales involved would be substantial. Joint decisions involving the
petroleum and auto industries, and our national and state governments, would need to be made.
Planning and implementing changes in refinery practice would need to occur. In parallel, engine
design modifications would need to be made and carried into production. Vehicles that utilize the
better gasoline must then be sold and, over time, penetrate the in-use fleet. This would take several
decades. There are many constraints to overcome (e.g., vehicles must be able to be driven on the
worst gasoline that is available). A workable transition strategy that allows a gradual buildup of the
new fuel and aramping down of the existing standard fuel must be worked out and implemented.
For these (and other reasons), we analyzed the transition in the United States from today’s standard
regular gasoline (RON 91-92) to RON 98, today’s premium. A critical reason for this specific
transition was that upgrading to RON 98 (achieved in part with 10%—15% ethanol) has minimal
refinery impacts [Speth et al., 2014], so essentialy all the vehicle in-use benefits would be realized
inaWTW sense.

On the gasoline production side, several assumptions were made to ease the refinery and
engine design challenges. It was assumed that the supply of lower octane gasoline for high atitude
use, primarily in Colorado, would be ended. (This hel ps the engine designer because the “worst”
gasoline available would then have higher octane.) The primary parameter used to define gasoline’s
anti-knock quality would be its RON. Recent technical studies suggest that the Motor Octane
Number (MON) could be lowered so that it constituted less of a constraint on gasoline production
(asin Europe): that is, the gasoline’s sensitivity could be increased. Ethanol would be available in

2In the United States an Anti-Knock Index (AKI) is used on gasoline pumps to specify the fuel’s knock resistance. AKI
is the average of the RON and a MON, usually some 8-10 octane numbers lower than the RON. This difference is
called the gasoline's sensitivity. To convert AKI to RON, add about 5 octane numbers.
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the 10% or so range (based on energy content) so that its blending octane benefit could be fully
utilized. These implementabl e fuel-requirement changes help to ssmplify the refinery energy balance.

Engine (GT-Power) and engine-in-vehicle (Autonomie) simulations were used to estimate
the improved vehicle fuel consumption realizable from higher compression ratio and boost levels,
with appropriate engine downsizing, for this 6 RON fuel octane increase. We used our U.S. in-use
LDV fleet model to assess the benefits of thistransition to 98 RON standard gasoline. We
essentially used the assumptions of our reference scenario defined in Table 9.1 [Bastani et al., 20124,
with minor changes and updates [Chow et a., 2014], as our base case. We also carried out arefinery
analysisto assess the energy, GHG, and refinery product mix impacts of this change in standard
fuel octane [Speth et al., 2014]. On thislast point, the refinery changes were not significant up to
a high-octane standard fuel of RON 98 (with the fuel specification modifications outlined above).

The critical issues needing quantification were the available compression ratio increase,
the resulting engine efficiency increase at part-load in NA-SI engines, and the boost-level increase
combined with the compression ratio increase realizable in turbocharged gasoline engines. Both of
these changes would occur with the appropriate engine downsizing to forego increases in vehicle
acceleration capability that would occur without or with less downsizing. The literature on this, and
our own work, indicates that a4 to 6 increase in RON isrequired for a unit increase in compression
ratio. Thus, an increase of 1 to 1.5 in compression ratio would be realizable. Thistranslatesto a
3%—4.5% increase in part-load efficiency in NA-SI gasoline engines, and a 5%—7.5% increase for
turbocharged engines, again alowing for appropriate engine downsizing. Note that these improvements
are per vehicle, and occur in addition to the steady improvements in technology over time that we
have discussed extensively in Chapter 3, and in Section 9.4.

Key LDV stock results are shown in Figure 9.25: the total U.S. LDV stock increases
from about 250 million vehiclesto 325 million in 2040. Figure 9.26 shows how the relative fuel
consumptions of the various propulsion technology vehicles with 92 RON regular gasoline and
high-octane 98 RON—the new standard gasoline—compared for NA-SI and turbocharged engine
vehicles, and HEVs and PHEV s (for their gasoline-driven miles). The penetration of the higher-
octane vehicles into the fleet over time is shown in the left in Figure 9.27. By 2030, 100% of
vehicles sold have been designed for the high-octane fuel: as a consequence, these vehicles had
penetrated to 69% of the in-use fleet. The fuel use of these same (new high octane, old low octane)
vehicle technology categories is shown on the right of Figure 9.27 where, by 2040, almost 80%
of the fuel used is the new high-octane gasoline.
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Figure9.25 U.S. LDV stock size: historical record 1970-2005; fleet model simulation

19702040 [Chow et al., 2014].
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Figure9.26 Relative (on-road) fuel consumption over time for different propulsion system
vehicles: gasoline NA-SI, turbocharged, HEV, and PHEV (gasoline miles):
current standard/regular gasoline, and high-octane gasoline.
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Figure9.27 (@) Projected U.S. LDV in-use fleet composition by powertrain, and by standard
and higher-octane gasoline. (b) Projected fleet fuel consumption by powertrain
and fuel (Chow et al., 2014).

The overall scenario fuel-use summary is shown in Figure 9.28a. Fleet fuel use decreases
in the United States from its current level of about 580 billion liters gasoline equivalent per year
to 421 billion litersin 2040 in the baseline case. With 6 RON required per unit compression ratio
increase, the 2040 level decreases further to 408 billion liters: with 4 RON per unit r, increase,
LDV fleet fuel consumption decreases to 402 billion liters. These represent 3% and 4.5% reductions
from the baseline case, respectively: the baseline-scenario fleet fuel consumption reduction by 2040
from current levelsis 27%. By 2040, almost 80% of the gasoline used by the fleet is 98 RON.
Extrapolating these trends to 2050 (when almost all of the in-use vehicle fleet fuel use would be
high octane) increases these percentage reductions, resulting from the transition to high-octane
standard gasoline, to about 5% and 8%, relative to the reduced 2050 fuel consumption level of
some 300 billion liters per year (baseline 325 billion liters). By 2050, the benefits of the higher-
octane standard gasoline would be (in this analysis) essentially fully realized.
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Figure9.28 (a) Comparison of thetotal U.S. LDV in-use fleet fuel consumption (billion liters
per year) for Baseline case; and with Higher Octane Engines, Case 1 with 4 RON
increase required for unit increase in compression ratio, and Case 3 with 6 RON
per unit increaseinr.. (b) Projected consumption of regular and premium (higher-
octane) gasoline by the U.S. LDV fleet out to 2040 [Chow et a., 2014].
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The broader implications of this specific higher-octane gasoline scenario are the following:

1. Fuel changesthat also require vehicle changes are extraordinarily challenging: even this
seemingly straightforward * premium becomes the new standard gasoline transition,” with
all its details and required coordination between the petroleum and auto industries, and
governments, would be difficult to implement.

2. Theoverall benefits do not seem that substantial: less than 5% in 2040 and a maximum of
some 8% in 2050. And these time scales seem far in the future. Yet other alternative fuels
opportunities, with potentially higher impact, do not at this point in time appear promising.

3. We need to be working hard to realize any fuel opportunity that offers more than about
a 5% fleet fuel-consumption reduction. Yet the degree of enthusiasm for undertaking this
apparently straightforward opportunity, as the transition challenges become evident,
isnot yet clear.

9.5 Scenarios: Europe
9.5.1 Characterizing the European Union LDV Fleet

In 2009, the European Parliament passed a regulation to set GHG emission standards for
new passenger cars registered in the European Union (EU). This measure was part of the EU’s
approach to reduce CO, emissions from LDVs. From 2015 onwards, the average CO, emissions
from 100% of each manufacturer’s newly registered cars should be 130 gCO,/km or less. This
target has been implemented in phases: 65% of new cars should have met the target by 2012 with
the percentage rising to 100% in 2015. The requirements tighten to 95 gCO, km in 2020. L ow-
emitting vehicles sold (below 50 kgCO,/km) counted as more than one vehicle: (3.5 vehiclesin
2012 and 2013, decreasing to one vehicle, 2016 to 2019). Fines (increasing for each gram CO,
above the requirement—5 Euro per car for the first gram of excess emissions, 15 Euro for the
second, 25 Euro for the third, and 95 Euro for each subsequent gram) would be imposed on
manufacturers that failed to meet the specified average emissions targets. The objective wasto
incentivize investment in new propulsion system and vehicle technol ogies by the car industry that
would lead to significantly lower GHG emissions than from traditional technology vehicles.

Transport is the second largest GHG emitting sector (some 25%) and has historically been
growing, while other sectors have not. Road transport emits about 70% of the total transport GHGs:
LDV account for two-thirds of the road transport emissions. The size of the LDV fleet in Europeis
comparable to that in the United States, both being some one-third of the global total. Thus, assessing
the potentia for reductionsin GHG emissions from the LDVsin Europe is an important topic.

The project summarized here assessed the feasibility of meeting these EU LDV CO,
emission targets in the larger EU countries, through use of a powertrain-type and vehicle-weight
based sales-mix model. Then, an in-use vehicle fleet model was used to assess the reductionsin
gasoline (petrol) and diesel fuel use and GHG emissions from the evolving fleet, again for the
major EU countries and Europe as a whole [Bhatt, 2010]. An important difference between Europe
and the United States is that, on average, vehicle sales split between gasoline and diesel engine
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LDVswith about half of each, whereas in the United States, diesels constitute only afew percent
of LDV sales. European car manufacturers 2005 CO, emissions varied from about 140 gCO,/km
for the major manufacturers of lower-end, large-scale mass-produced smaller vehicles to about
165 gCO,/km for mass producers with broader model offerings including larger vehicles. The
higher-end German manufacturers had average CO, emissionsin the 177 to 192 gCO.,/km range
[Bhatt, 2010].

Developing an appropriate model for European salesis a necessary first step. The EU,
with 27 member countries, istoo complex from a data acquisition perspective to be workable. The
27 countries were compared on the basis of three factors: motorization, gross domestic product per
capita, and population. Average values of these parameters per country were: motorization, 426 cars
per thousand people, about half the U.S. value; GDP, $36,000 per capita; average population 18
million. Countries were categorized into three groups: (i) large, higher-than-average GDP/capita,
highly motorized countries (Germany, France, the United Kingdom, and Italy), (ii) small, lower-
than-average GDP/capita, lowly motorized countries (e.g., Romania, Portugal, Czech Republic, and
Hungary; (iii) eclectic mix middle-layer countries (e.g., Spain, Poland, Netherlands, Greece, and
Belgium). The representative EU for this study comprises nine countries: Germany, France, the
United Kingdom, Italy, Spain, Netherlands, Portugal, Czech Republic, and Hungary. Collectively,
these countries represent 72% of the EU population and 86% of the new car sales of the full EU-27
countries. We judge this an adequate representation of this major world region. See Bhatt (2010)
for additional details.

9.5.2 Potential for meeting European Union LDV GHG emissions targets

Using the above definition of the EU, this study [Bhatt, 2010] assessed the likelihood of the
vehicle sales mix embodying sufficient fuel-economy-improving technology to meet the European
GHG emissionstargets for 2015 and 2020. This was done through analyzing the nine representative
countries listed in the previous section. The GHG emissions requirements must, of course, be met
by the maor auto manufacturersindividually, and their sales are spread across Europe. Thus, we
addressed “the likely availability of the needed technology” in a broader sense. The value of
examining the sales mix in individual countries was in identifying important differences: e.g.,
in high-diesel sales-fraction countries like France and lower—diesel sales-fraction (and higher-
performing vehicle) countries such as Germany.

Two key inputs to these calculations are the fuel consumptions of vehicles with different
propulsion systems (e.g., NA-SI gasoline/petrol engines, HEVs, etc.) asthey evolve over time.
Figure 9.29 shows these vehicle fuel consumptions relative to the currently dominant NA-S|
gasoline engine in 2010 and in 2020. These values are similar to those in Figure 3.3, although the
set of propulsion system options has been expanded. The values represent the average new
passenger-car fuel consumption on arelative gasoline-equivalent basis: values used for 2015 were
halfway between the 2010 and 2020 values. Electrical energy for PHEV s and BEVsis not included.
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Figure9.29 New vehicle fuel consumption, relative to average standard NA-SI gasoline
engine vehicle, for the various propulsion system options: today (2010) and in
2020 [Bhatt, 2010].

Other key input assumptions are that the sales fraction of the various propul sion-system
vehicles and the anticipated reduction in vehicle weight. These are shown in Table 9.5. Two 2020
scenarios were analyzed: an Optimistic and a Realistic scenario. These scenarios were devel oped
based on our assessment of the anticipated shift toward a larger number of gasoline-fueled vehicles
(relative to diesel) due to our judgment that the growing number of turbocharged, more efficient,
gasoline engines would compete better with diesel passenger cars, and estimates of the (moderate)
sales growth of the dominant alternative (various forms of hybrids). ERFC valuesin the table
quantify the fraction of the potential fuel consumption improvements increasingly incorporated
into new vehicles that actually improves the vehicle's fuel consumption. Thus, 75% ERFC means
that 25% of thisfuel consumption improving potential is used to offset the increase in vehicle
acceleration performance. Our previous studies (see Chapter 5) indicate that a 10% decrease in
ERFC results in about a 4% increase in fuel consumption. Thus, 75% ERFC resultsin a 10%
increase in the relative fuel consumption values for the 2020 optimistic scenario shown in Figure
9.29 (which are for 100% ERFC). Similar scaling was done for al future years based on the
estimated ERFC. Currently, for Europe’s vehicle sales mix, ERFC is estimated to be about 50%.
Our assessment is that ERFC appears to be increasing in the United States and elsewhere.
Therefore, vehicle performance isincreasing (and 0—65 mph acceleration times are decreasing),
although at a diminishing rate. Auto manufacturers compete against each other for market share,
of course, and consequently, when older models are reintroduced as refreshed or redesigned,
poorer-performing older vehicles will come back as new designs with higher performance levels.
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Table 9.5 Average European New Vehicle Sales Scenarios in Year 2020 [Bhatt, 2010].

Today Scenarios
Optimistic 2020 Realistic 2020
ERFC 50% 75% 50%
Weight Reduction (Total) 10% 5%
New Car Sales Mix
Gasoline 46.68% 34% 41%
Non-turbo Gasoline 37.34% 14% 25%
Turbo Gasoline 9.34% 20% 16%
Diesel 52.66% 42% 50%
Hybrid 0.5% 15% 6%
Mild Hybrid 6% 4%
Full Hybrid 0.5% 6% 2%
Diesel Hybrid 3%
Electricity 0% 8% 2%
PHEV 5% 2%
BEV 3%
CNG 0.16% 0.4% 0.4%
100.00% 100.00% 100.00%

Descriptive summaries of the three scenarios used in assessing whether the needed
technology will be available to meet EU GHG requirements are as follows:

» Realistic: utilizes arealistic picture of vehicle sales mix, ERFC, and vehicle weight
reduction that we anticipate would be achieved by 2020,

* Optimistic: ascenario that is more optimistic in nature and requires faster rates of change
in technology, and

* Fixed SalesMix: ascenario that provides the base case for comparison by assuming no
change from today’s powertrain sales mix, an ERFC constant at today’s level of 50%, and
no additional vehicle weight reduction above that achieved as part of the changing ERFC
(about 4%; see Cheah et a., 2008).

It isimportant to note that these scenarios are not meant to forecast or predict. Instead,
they are used to illustrate the relative ease or difficulty in achieving the emissions targets, and the
sensitivity of improvements to rates of technology change. The fixed sales mix model was
calibrated for the nine EU countries examined by comparing the “today” values with the EU CO,
Monitoring Database (European Commission, 2010c). The difference was about 2%. Note that the
input assumptions listed in Table 9.5 represent the average vehicle. Thus, for example, aweight
reduction of 10% means that the total weight reduction achieved in the 2020 new vehicles sold
is 10% of weight of all the vehicles sold the previous year.

200




Scenario Analysis Results

Figures 9.30 and 9.31 show the projected CO, emissions in gCO,/km for 2015 and 2020
for the nine countries, compared with the targets of 130 and 95 gCO,/km, respectively. Figure 9.32
shows the vehicle-sales weighted average of these nine countries, indicating the overall EU situation.
The optimistic scenario just meets the target in 2015, though not in Germany and the United
Kingdom. Generally, higher diesel sales fractions result in somewhat lower average vehicle CO,
emissions. The less optimistic scenarios fall considerably short (the realistic scenario by almost
10%).

The 2020 situation is less promising. The optimistic scenario falls short of the 95 gCO,/km
by 14%. The realistic scenario prediction for 2020 would be almost 40% above the standard. Note
again, the actual requirements assess the sales-weighted CO, emissions level of each auto
manufacturer’s sales across Europe.
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Figure9.30 Projected average new-vehicle sales mix CO, emissions in 2015 for the nine
European nations, compared with the gCO,/km target [Bhatt, 2010].
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Figure9.31 Projected average new-vehicle sales mix CO, emissionsin 2020 for the nine
European nations, compared with the 95 gCO,/km target [Bhatt, 2010].
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Figure9.32 Projected average new-vehicle CO, emissions for the nine-country representation
of EU for the three scenarios (optimistic, realistic, fixed sales mix), and 2015 and
2020 targets (130 and 95 gCO,/km).
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Moving forward from today, the key factors influencing the reduction in emissions are
the rate of progress and the extent of implementation of the technologies that improve the fuel
consumption of mainstream gasoline and diesel engine vehicles**; and the increase in deployment
rate of electrified vehicles (HEV's, PHEV's, and BEV'S). Fleet growth and increasesin VKT over
time are modest factors.

What would it take to meet these targets? The greatest benefits would come from increasing
the market share of electrified vehicles, HEV's, PHEV's, and BEV's. The improvements needed for
each of these three technologies would be a 0.17%, 0.4%, and 1% decrease in CO, emissions
(in gCO,/km) for each 1% increase in salesfor HEV's, PHEV's, and BEV s, respectively. Thus,
significant increases in the sales percentages of these electrified vehicles would be needed for both
individual countries and the overall European sales-mix of new vehicles to have good prospects for
meeting the 2020 targets. Note that the much higher impacts of PHEVs and BEVs are due to their
greatly reduced gasoline/diesel fuel use since, in these Euro requirements, the GHG emissions
released in producing the electricity used by these types of vehicles are not included inthe TTW
CO, accounting.

9.5.3 In-use LDV fleet fuel use and GHG emissions in major Euro nations

Here we review the impacts of these vehicle-improving technologies (both within agiven
powertrain-type vehicle, and through increasing the sales of more fuel efficient powertrains such as
hybrids) on the sales-mix and in-use vehicle fleet’ s TTW CO, emissions and fuel consumption. The
sales mix calculations were done for the nine European countries examined (see Figures 9.30, 9.31,
and 9.32). In-use fleet models for the four larger countries were developed and used. Here we show
results for three: Germany, France, and Italy. Of these, Germany has the lowest average fraction
of diesel-engine vehicles sold, France has the highest, and Italy isin between these two. Other
national fleet differences were included. The new-vehicle sales mix CO, emissions out to 2020 are
shown in Figures 9.33, 9.34, and 9.35. The decreases in emissions in each succeeding year are quite
similar: however, Germany has significantly higher current sales-mix CO, emissions levels (by
close to 15%) so its challenges in meeting the 2015 and 2020 targets are much greater.

%Note that in the in-use fleet cal culations summarized in the next section, it is assumed based on current driving
patterns that diesel cars are driven significantly more per year than gasoline vehicles (by some 35% to 60%,
depending on the country and, presumably, on the relative cost of these fuelsin that specific country). Thus, a shift
in the relative proportions of these gasoline and diesel cars resultsin ashift in annual VKT.
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Figure 9.33 Projected average new light-duty vehicle CO, emissions (gCO,/km), 2010-2020,
for Germany for the three scenarios. 2015 and 2020 Euro-wide targets are 130 and

95 gCO,/km.
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Figure9.35 Projected average new light-duty vehicle emissions (gCO,/km). 2010-2020,
for Italy for the three scenarios. 2015 and 2020 Euro-wide targets are 130 and
95 gCO,/km.

Tables 9.6, 9.7, and 9.8 provide critical input assumptions for the scenarios examined for
Germany, France, and Italy. The diesel-to-gasoline engine sales ratio shifts over time from the
current value in each country (in 2010) toward equal market shares at a given rate. Thus, Germany
and Italy approach the same percentage: France does not reach that point because the current ratio
is more than three-quarters diesel. The ERFC and weight reduction values, and the percentage of
sales that are hybrid, PHEV and BEV, are the samein all the scenarios.
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Table 9.6 Scenario Input Assumptions for Germany.
Today/ Scenarios
Reference ™o timistic2020 | Realistic 2020
ERFC 50% 75% 50%
Weight Reduction (Total) 10% 5%
Dueto ERFC 3% 2%
Additional 0% 7% 3%
New Car Sales Mix
Gasoline 55.46% 33.77% 24.77%
Non-turbo Gasoline 44.37% 13.51% 31.34%
Turbo Gasoline 11.09% 20.26% 13.43%
Diesel 43.71% 42.86% 46.86%
Hybrid 0.5% 15% 6%
Mild Hybrid 0% 6% 4%
Full Hybrid 0.5% 6% 2%
Diesel Hybrid 0% 3% 0%
Electricity 0% 8% 2%
PHEV 0% 5% 2%
BEV 0% 3% 0%
CNG 0.33% 0.38% 0.38%
100.00% 100.00% 100.00%
Table 9.7 Scenario Input Assumptions for France.
Today/ Scenarios
Reference ™o imistic 2020 | Realistic 2020
ERFC 50% 75% 50%
Weight Reduction (Total) 10% 5%
Dueto ERFC 3% 2%
Additional 0% 7% 3%
New Car Sales Mix
Gasoline 22.37% 17.06% 28.06%
Non-turbo Gasoline 17.90% 6.82% 19.64%
Turbo Gasoline 4.47% 10.23% 8.42%
Diesel 77.13% 59.57% 63.57%
Hybrid 0.5% 15% 6%
Mild Hybrid 0% 6% 4%
Full Hybrid 0.5% 6% 2%
Diesel Hybrid 0% 3% 0%
Electricity 0% 8% 2%
PHEV 0% 5% 2%
BEV 0% 3% 0%
CNG 0% 0.38% 0.38%
100.00% 100.00% 100.00%
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Table 9.8 Scenario Input Assumptions for Italy.

Today/ Scenarios
Reference ™o iimistic 2020 | Realistic 2020
ERFC 50% 5% 50%
Weight Reduction (Total) 10% 5%
Due to ERFC 3% 2%
Additional 0% % 3%
New Car Sales Mix
Gasoline 48.54% 30.33% 41.33%
Non-turbo Gasoline 38.83% 12.13% 28.93%
Turbo Gasoline 9.71% 18.20% 12.40%
Diesel 50.58% 46% 50%
Hybrid 0.5% 15% 6%
Mild Hybrid 0% 6% 4%
Full Hybrid 0.5% 6% 2%
Diesel Hybrid 0% 3% 0%
Electricity 0% 8% 2%
PHEV 0% 5% 2%
BEV 0% 3% 0%
CNG 0.38% 0.38% 0.38%
100.00% 100.00% 100.00%

Thein-use LDV fleet fuel useresultsin billions of gasoline-equivalent liters/year are shown
in Figure 9.36, for both the optimistic and realistic scenarios. The reductions from the reference
case achieved by each of the different propulsion system-type vehicles are identified individually.
The changes over this ten-year time period are relatively modest. The reference cases (the fixed
sales mix scenarios) change by less than + 5%.% The optimistic scenarios show reductions similar
to the reference fleet fuel-consumption case of close to 6%, 2010 to 2020. Note that the figures for
the optimistic scenarios imply that fleet fuel consumption (and GHG emissions) continues to go
down at an increasing rate beyond 2020. The changes by 2020 are modest because the time
available for technology and sales mix changesis short.

Germany and France reference cases increase by 2.8% and 5.7%, respectively. Italy’s reference case (due to negative
growth) goes down by 5.5%.
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Figure9.36 In-use vehicle fleet consumption (billions of liters/year, gasoline equivalent)
for optimistic and realistic scenarios, for (a) Germany, (b) France, and (c) Italy.
The reductions achieved by deploying the various powertrains and raising ERFC,
from the reference fixed sales mix scenario are indicated [Bhatt, 2010].
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One final topic important for Europe istheratio of diesel to gasoline fuel demand. The
current LDV sales mix between gasoline and diesel engine vehicles varies substantially country to
country. It is high in France (77%) and low in the United Kingdom and Germany (44%). Thus,
diesel fuel demand and gasoline demand for the LDV fleet are comparable, a situation substantially
different from most other world regions. These LDV's (in Europe, largely passenger cars) consume
about two-thirds of all road transport fuel. Of the additional one-third, most isdiesel. Our in-use
fleet model tracks LDV gasoline and diesel use, which in Europe are comparable in magnitude. The
diesel-to-gasoline demand ratios tracked in these individual country in-use fleet impact assessments
are shown in Figures. 9.37, 9.38, and 9.39 for Germany, France, and Italy. Most of the non-LDV
fuel use (the remaining one-third) isfor freight (not for passenger travel) and is diesel. Freight
transport is growing significantly, amost everywhere, worldwide. Thus, overall transport diesel
demand is currently about double the European LDV fleet diesel demand. Current diesel-to-
gasoline volume ratios are 0.6 in Germany, about 2 in France, and between 1.0 and 1.1 in Italy,
reflecting each country’s fraction of diesel vehiclesin thein-use LDV fleet. In al three cases, diesel
fuel demand in this sector isrising, and the difference between the realistic and optimistic scenarios
ismodest. Thisriseislargely due to the fleet makeup moving toward an “equilibrium” in diesel
vehicle fraction. Diesel vehicles sales have, until recently, been rising and, as higher numbers of
diesel vehicles become ever “older,” the diesel demand increases. The position of the reference
scenario, in relation to the optimistic and realistic lines, depends on whether the diesel sales-mix
fraction isincreasing (Germany), decreasing (France), or not changing much (Italy), over time.

Overall, in Europe, achieving substantial changesin fuel consumption and GHG emissions
from in-use LDV sis especialy challenging. While growth in vehicle use is modest, fuel prices are
high and vehicles are significantly smaller than in the United States. Thus, the weight reduction
potential is more limited, and the higher-efficiency diesel powertrain is already in use on alarge
scale. On aTTW basis (only considering the vehicle), vehicle electrification through increasing
deployment of PHEV's and BEV s offers the largest (at the individual vehicle level) reductions. But,
on afull lifecycle analysis basis (WTT), these el ectrification reductions are much reduced if the
electrical energy supplied to these vehiclesis largely generated by fossil fuels.
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Figure9.37 In-use LDV fleet diesel-to-gasoline fuel demand ratio, Germany:
Reference, Realistic, and Optimistic scenarios.
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Figure9.39 In-use LDV fleet diesel-to-gasoline fuel demand ratio, Italy:
Reference, Realistic, and Optimistic scenarios.

9.6 Scenarios: Japan
9.6.1 Scenarios Definition and Assumptions

Under the Kyoto Protocol, adopted at the end of 1997 and entered into force in early 2005,
Japan committed to reducing its GHG emissions by 6% below the 1990 level by 2012. Emissions
had increased substantially from the 1990 levels, and in the transportation sector, that increase was
18%. Thus, substantial reductionsin GHG emissions from the transportation area are required,
particularly since transportation contributes about one-quarter of Japan’s total GHG emissions.

The Japanese government has addressed this challenge in severa specific ways:. (1) Through
promotion of environmentally friendly vehicles such as hybrids and BEVs; (2) By setting stringent
targets for vehicle fuel economy based on best-available technology; (3) Through construction of
amore “efficient” transportation system; (4) By implementing a more effective transportation
infrastructure and traffic controls; (5) By promoting the use of public transport (trains and buses)
instead of passenger cars. Also, Japan has high gasoline prices, which reinforce these government
efforts, so people drive less than they did previously.

Given these concrete government actions, we felt that analyzing the likely evolution of
the fuel consumption and GHG emissions from thein-use LDV fleet over several decades would be
worthwhile. A part of the overall plan in Japan is substantial vehicle electrification, so an important
guestion is what impact would significant electrification of transport have on transport’'s GHG
emissions? Accordingly, a scenario-based analysis of this situation in Japan was undertaken by
Eriko Nishimura (2011). Also, the transport situation in Japan is different than the situation in other
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major regions where we have done scenario analysis. Specifically, the population islarge

(128 million), the population density is high, and there is an extensive rail network, as well as
a preponderance of smaller cars. Figure 9.40 shows the kilometers traveled per person per year
in each transportation mode: public transportation carries a large share of passenger travel.

Accordingly, an LDV fleet model (see Section 9.3 and Figure 9.1) was devel oped for Japan.
A quantitative model for assessing the impacts on Japan's GHG emissions of different evolving
transportation technologies and fuel scenarios needs the following components: [Nishimura, 2011].

(@) A vehicle analysis capability that, for given propulsion system and vehicle technologies,
can predict the vehicle’'s fuel consumption and GHG emissions over specified driving
patterns.

(b) A model for the dynamics of the in-use LDV fleet, which includes vehicle sales and
scrappage rates, and annual kilometers traveled.

(c) The specification of new, improved technology introduction time frames and the
deployment rates of these technologies as afunction of time.

(d) Theresolution of the vehicle fuel consumption, performance, and vehicle size trade-off
that, for given powertrain and vehicle technologies, affects the improvementsin fuel
consumption that are actually achieved.

(e) Quantitative scenarios for the fuel (or energy) streams expected to be available over the
appropriate time frame and the GHG emissions intensities associated with the production
and distribution of those fuels.

The LDV categoriesincluded in the fleet model are listed in Table 9.9.

(km) Travel km per person per year The ratio of each transport mode

6,000 : (2008)
~$=passenger 634km
5,000 - o (6%) W passenger
C
4,000 + : -@=bus &
B bus
3,000 - - ilroad 3,168km
raiiroa (31%) 5,585km
2,000 -+ (55%) railroad
1,000 H’ -3 ir
0 -+ - v T ' 704km W ak

1990 1995 2000 2005 2010 (7%)

Figure9.40 Kilometerstraveled per person per year in each transportation mode: Japan
[Ministry of Land, Infrastructure, Transport and Tourism (MLIT), 2010].
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Table9.9 Japanese LDV Categories

Vehicle Category Definition Vehicle stock Vehicle sales
(2009) 1yr. (2009)
Passenger Cars
K-Car .

q Maximum length: 3.4m - -
(light maotor . ; . 17.5 million 1.3 million
vehicle) Maximum displacement: 660cc
Compact Car Maximum length: 4.7m T T

Maximum displacement: 2,000cc 23.7 million 1.6 million
Normal Car All larger passenger cars 16.7 million 1.3 million
Trucks
K-Truck Maximum length: 3.4m
(light truck) Maximum displacement: 660cc 9.2 million 0.4 million
Maximum load capacity: 350kg
Compact Truck Maximum length: 4.7m
Maximum displacement: 2,000cc
(except for Diesel and CNG) 3.9 million 0.2 million
Maximum load capacity: 2,000-3,000kg
(ambiguous)
Normal Truck All trucks other than above - P
(mainly heavy-duty; not light-duty) 2.3 million 0.1 million

The categorization of Japanese vehicles, as shown in Table 9.9, isunique. There are three
vehicle categories for passenger cars, and three categories for trucks. For passenger cars, vehicles
are categorized based on their size and engine displacement. First come “K-cars,” so called because
the pronunciation of K stands for “light” in Japanese. Asfor trucks, vehicles are categorized based
on their size, displacement, and load capacity. The scope of this research islimited to LDVs. It
includes the first five categories shown in Table 9.9, but does not include “normal trucks’ because
most of the normal trucks are heavy-duty vehicles which are mainly used for freight transport.
Also, diesdl fuel isused for most of these vehicles, so they do not use gasoline.

K-cars and K-trucks (both small in size and engine displacement) constitute some 35%
of the LDV sales and of the LDV stock, afactor that makes the Japanese fleet unusual. Also, annual
sales volume has been decreasing in al vehicle categories in Table 9.9 except K-cars, which have
been modestly growing (some 1% per year). Figure 9.41 shows the LDV sales projections we have
used for these Japan studies, out to 2030. Modest increases in K-car sales are assumed, along with
decreases in compact and normal car sales over time, such that the total LDV sales decrease slightly
from about 2020 through 2030.
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Figure9.41 Vehicle sales dataand projectionsin Japan for the various LDV categories,
out to 2030.

Other stock parameters of importance are survival rates of vehicles as a function of vehicle
age and average (or median) vehicle lifetimes (in years) projecting into the future. These data for
Japan are not that different from other regions we have analyzed (United States and Europe). The
average lifetimes for the various categories of LDV's have been increasing, starting in about 1995
[Nishimura, 2011]. This appears to be related to changes in in-use-vehicle inspection requirements.

The growth in VKT per vehicle (per year) for K-cars and K-trucks has been about 0.4%
per year for the period 2000 to 2010. However, this K-car/truck VKT value (7,200 km/yr) is about
three-quarters of the VKT of compact and normal cars (9,500 km/yr). The trends are slowly
converging and our assumption is these two categories will have comparable VKT by about 2030.
VKT, asin al our fleet model studies, decreases as vehicles age (from 14,000 km/yr for new
vehiclesto 4,000 km/yr for a 20-year-old vehicle).

In the scenario analyses to be described next, vehicles are divided into two groups to build
up the sales mix by propulsion system type (e.g., NA-SI gasoline engines, HEV's, etc.). Thefirst
group islabeled Sandard \ehicles and includes compact and normal passenger cars, and compact
trucks. The second group includes K-cars and K-trucks, and is called Light \ehicles.

Asisclear from earlier sections of this chapter, the fuel consumption values assumed for
the various propulsion system vehicles, in the different vehicle categories, are important inputs for
our fleet-model-based scenario analysis. The basic data used for developing these critical fuel
consumption numbers are shown in Figures 9.42 and 9.43. These fuel consumption values are from
the JCO8 model Japanese test cycle. Thisrelatively new test cycle has replaced the 10-15 mode
cycle. It isintended to represent driving in city traffic, including idling periods and alternating
vehicle acceleration and deceleration, with first a cold start and then a repeat warm start. Fuel
consumption values (in liters/100 km) on the JCO8 cycle are about 10% higher than equivalent fuel
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consumptions on the 10-15 mode, older, test cycle. [Ministry of Land, Infrastructure, Transport and
Tourism MLIT, 2006]. It is anticipated that on-road, real-world vehicle fuel consumption values
will be higher than the JC08 test cycle values due to the impact of more aggressive real-world
driving, different ambient conditions, and the degree to which the vehicle has warmed up. In the
United States, this on-road increase in fuel consumption (liters/100 km) above standard U.S. test
cycle valuesis about 25%: in fuel economy terms, the shortfall isthe reciprocal of this, 20%. Itis
plausible that Japanese test cycle results underestimate fuel consumption (overestimate fuel
economy) by similar amounts. In these Japan focused scenarios, we have used the JCO8 test cycle
fuel consumption numbers.

(L/2100km)
22-5 ',_'__' T = 1 I S (S - i3 fre— e [T _'"'—‘

201!—0MT %-——;— ——t

17.5 + WMAT
15 1 CVT , ——
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Figure9.42 LDV fue consumption (liters/200 km, JCO8 test cycle values) as afunction
of vehicle weight (kg) in Japan, 2008 model year [MLIT, 2010].
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Figure9.43 Trendsin LDV fuel consumption (liters/100 km, JCO8 test cycle) for the different
vehicle categories, 1933-2008: current average fuel consumption and vehicle
weight highlighted.

Figure 9.43 shows that vehicle fuel consumption has been decreasing since about the year
2000, at some 2% per year in each vehicle category. When weighted by sales fraction, the average
fuel consumption of the new vehicles sold in 2010 was about 7 liters/100 km, close to the average
value of compact passenger cars.

Figure 9.44 shows the relative fuel consumption values used in our Japan scenarios for
the time period 2010 to 2030. They are based on our own studies of the technology improvement
potential of mainstream internal combustion engines, multi-gear automatic transmissionsin
standard general-purpose vehicles (see Chapter 3) and of the various promising alternatives
propulsion systems, as well as assessments from the Japanese Ministry of Environment [MOE, 2010].
These relative fuel consumption values are normalized by the fuel consumption of a current standard
(NA-SI) gasoline engine vehicle. The values in Figure 9.44 include engine, transmission, and
drivetrain improvements; vehicle weight and drag and tire rolling-resistance reductions; and allow
(viaMOE, 2010) for some increase in vehicle acceleration capability. These values (in the absence
of clear evidence to the contrary) are applied to all vehicle categories (standard and light vehicles).
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Figure9.44 Relative fuel consumption for an average vehicle with the different propulsion
systems: in 2010, 2020, and 2030 [Japanese Ministry of Environment (MOE),
2010]. Projected fuel consumptions are divided by fuel consumption of a 2010
standard NA-S| gasoline engine vehicle.

When compared to vehicle fuel consumption values for the United States (see Figure 3.3)
and Europe (see Figure 9.29), the data for Japanese vehicles in Figure 9.44 show more moderate
improvements. The reasons are:

(1) The mainstream gasoline engine vehicle in Japan already has lower fuel consumption
than equivalent vehiclesin Europe, and especially in the United States, so the potential
for improving the fuel consumption of the dominant type of vehicle in Japan isthus less,
especialy in the weight reduction area.

(2) A strong-hybrid gasoline vehicle in Japan iswell suited to the prevailing driving conditions
in Japan, which include: low-speed driving, repeated accel eration and deceleration, and
idling in congested traffic.

(3) The numbersin Figure 9.44 incorporate some increases in vehicle acceleration performance
(through use of datafrom MOE, 2010). The fuel consumption numbersin Figures 3.3 and
9.29 are at constant acceleration capability: our ERFC parameter is 100%. The numbersin
Figure 9.44 effectively incorporate an ERFC that is around 50% so these future Japanese
relative fuel consumption values (relative to average 2010 standard gasoline-engine
vehicles) will be higher than those in Figure 3.3.
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9.6.2 Scenarios to 2030

Asintherest of this chapter, scenarios were used to project the fuel use and GHG emissions
of LDVsunder different market and policy conditions. The primary factor examined was the
impact of different future sales mixes by propulsion system, mainstream and new. The propulsion
systems included were: NA-SI gasoline engines, turbocharged gasoline engines, clean diesel
engines, strong gasoline HEV's, diesel hybrid electric vehicles, PHEV'S, BEVs, and FCVs. (Not all
of these reach significant sales fractions by 2030.) The other factors in these scenarios are, as has
been described above, total vehicle sales, fleet turnover behavior, and vehicle kilometers traveled
per year per vehicle.

Four sales mix scenarios were defined:
(1) Government Scenario

In June 2008, then Prime Minister Yasuo Fukuda, talked about the government’s vision that
“ An ambitious target to introduce Next Gen Vehicles (new propulsion technology vehicles
such as hybrid vehicles and BEVs) at the ratio of half the total new car sales should be
realized by 2020.” Since the sales share of the new propulsion vehicleswas only 11.8%

in 2010, this Government scenario was obviously optimistic. The sales mix details of the
Government scenario are shown in Figures 9.45 and 9.46 for standard and light vehicles,
respectively [MOE, 2010]. Hybrid and FCV s were judged to be unlikely to be used in

the light-vehicle group. The Japanese Government projected the number of sales of each
propulsion vehicle, so the percentage is obtained based on future total sales projections.

Sales mix (Gov't) Sales mix (Half of Gov't) Sales mix (Realistic)
100% 100% 100%
90% 90% 90%
80% 80% 80%
70% 70% 70%
60% 60% 60%
50% 50% 50%
40% 40% 40%
30% 30% 30%
20% 20% 20%
O e 0% 0%
...'é? ,‘9"} ,‘55"6 ,.p"P aé"" -'Eﬁb "E-"'Q ﬁ.?\'h ﬂ?"P 'Pq? 'ﬁit "Eﬂ' *\?‘Q "Péb ‘Pﬁ? ‘S—b‘l '\9‘&
= ICE B Turbo-SI = ICE B Turbo-S! = ICE W Turbo-S!
= Clean Diesel ® HEV « Clean Diesel mHEV » Clean Diesel ® HEV
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= EV [ 1Za = EV mFCV = EV mFOV

Figure9.45 Salesmix by type of propulsion system out to 2030 for the different scenarios:
Standard vehicles and normal and compact cars (and trucks).
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Figure9.46 Salesmix by type of propulsion system out to 2030 for the different scenarios:
Light vehicles, K-cars, and K-trucks.

(2) Half of Government Scenario

The sales percentages of new technology (all propulsion systems except for conventional
gasoline vehicles) in each year in this scenario are half those in the Government scenario.
This scenario was created because the Government scenario is extremely optimistic and
thus a more plausible less-optimistic scenario based on the Gover nment scenario objectives
provides a useful comparison. The details of the Half of Government scenario are shown

in Figures 9.45 and 9.46 [MOE, 2010].

(3) Realistic Scenario

Thisisan original scenario and was developed, based on our own judgments, future vehicle
characteristics in Europe and the United States, and the opinions of others, to provide a
more realistic alternative to the optimistic Government scenario. The details of the Realistic
scenario are also shown in Figures 9.45 and 9.46.

(4) No-change Scenario

This scenario assumes that the sales mix, that is the sales share of hybrid vehicles or electric
vehicles, etc., does not change in the future. Other scenario assumptions, such as the future
relative fuel consumption improvements over time, are included.

More detailed information regarding the sales mixes shown in Figures 9.45 and 9.46 can be
found in Nishimura (2011).
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The rates of introduction of HEV's, PHEVs, and BEV s in standard vehiclesin the
Government scenario are very high, rising from 18% in 2010 to 74% of salesin 2030 at between
7% and 8% per year. Therate of increase in the sales of these electrified vehiclesin the standard
vehicle category in the Half Government scenario is 4% per year. In the Realistic scenario, it is 6%
per year. In all the Government and Half Government scenarios, turbocharged gasoline engines
were not included. In the Realistic scenario, the number of turbocharged gasoline vehicles grows
to 11% of the standard gasoline engine vehicle sales by 2030. In the light vehicle category,
turbocharged gasoline engine growth is higher (to 18% percent of light vehiclesin 2030): since
we assumed HEV's and PHEV s would not penetrate this small-vehicle market, the fraction
islarger.

Vehicle weight is an important parameter in this type of vehicle fleet modeling. Available
data were analyzed to obtain historical trends in average weight values for each vehicle category.
Vehicle weight, of course, impacts fuel consumption. Values for these two characteristics in 2008
are shown in Table 9.10. Because these average vehicle weights are relatively low compared to the
vehiclesin other parts of the world, and fuel prices are high, only modest additional vehicle weight
reductions are anticipated out to 2030. The impact of these weight reductions are included in
average relative future vehicle fuel consumption values used in these scenarios, and are shown
in Figure 9.44.

Table9.10  Vehicle weight and fuel consumption for each vehicle category
of Model Year 2008.

Average Weight Vehicle Fuel Consumption
(JCO08 mode)
Compact Truck 1,625 [kq] 10.06 [L/100km]
Compact Passenger Car 1,187 [kq] 7.17 [L/100km]
Normal Passenger Car 1,573 [kq] 9.72 [L/100km]
K-Car/K-Truck 850 [kq] 4.95 [L/100km]

The fleet model predictions of the size of the vehicle stock for each major vehicle category,
1995-2009, agree with fleet data for compact and normal cars (currently about 40 million), K-cars
(about 18 million), compact trucks (4 million), and K-trucks (9 million). Projections indicate
vehicle category stock values decreasing up to about 2020 with levels then remaining almost
constant, except for K-cars which are projected to grow to about 22 million (about 20%) by 2030.
Thus, Japan’s vehicle sales mix and subsequent stock evolution are substantially different from the
other world regions we analyze in this chapter. Several factors feed into this situation: Japan’slong
recession, high gasoline prices, decreasing population overal, and only modest growth in driver’s
license holders.
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Theresults of the LDV in-use fleet fuel use from the four scenarios are shown in Figure 9.47.
Fleet gasoline use is expected to decrease in the future in every scenario. In the Government
scenario, the liquid fuel use in 2030 is 59% less than in 2008. Even in the No-change scenario,
the 2030 fleet gasoline use is 36% less than in 2008. Remember that this scenario means “no sales
mix change’: the scenario does incorporate the fuel consumption improvements for the different
propulsion systems shown in Figure 9.44. A modest fraction of “clean LD diesels’ consumes an
additional 2%—6% diesel fuel in 2030, relative to gasoline consumed (rising from a negligible
fraction, currently). The data points shown in the figure (fleet data for 2008, and Government
forecasts for No Change and Government scenarios in 2030) line up with this scenario and the
Realistic scenario gives closely comparable numbers; though there are significant differences
between these two scenarios, they effectively cancel out. These two plausible scenarios for Japan
imply that by 2030, close to a 50% reduction from the 2008 fleet fuel consumption may be feasible.
This results from growth ratesin fleet size and VKT being close to zero or negative, and the more
moderate (than Europe and the United States) fuel consumption improvements projected for
Japanese LDV s are still significant.

Fleet Gasoline Use

{mil L)
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Fleet data (2008): 58,933
53147~. | [(All LDVs & normal trucks)
50,000 +— “"-._.‘ | Gov't forecast: 38,426
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Figure9.47 In-useLDV fleet gasoline use in million liters per year out to 2030 for the four
scenarios analyzed. 2008 fleet data, and Government 2030 forecast also shown.
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Figure 9.48 shows the same data as Figure 9.47, but with the fleet fuel consumption for
Standard and Light vehicle groups noted separately. Note that the Light Vehicles group in-use fuel
consumption, currently is about one-fifth the total, goes down only modestly with time since sales
and thus VKT for this group grows. The decline in fuel consumed by Standard vehicles dominates
the downward trend since their role (currently large) is declining. These scenario results underline
that what happens to the higher fuel consuming (and GHG emitting) vehicle segment plays the
strongest role in determining future fuel use and GHG emissions impacts.

Figure 9.48
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In-use LDV fleet fuel use (million liters/yr) for the four scenarios,

for total, standard, and light vehicle categories, out to 2030.

222



Scenario Analysis Results

Scenario results for the fleet’s electricity use are shown in Figure 9.49. Electricity use
increases fastest, at an increasing rate, in the Government scenario because of the much larger
(two times) rate of increase in the sales of PHEV s and BEVs. Note that the units of the vertical
scalesin Figures. 9.47 and 9.49 are different: million liters gasoline/yr and GWh/yr, respectively.
Using the conversion that 1,000 GWh of electricity has the same energy as about 110 million liters
of gasoline, in the Realistic scenario the electricity usein 2030 is then 10,410 GWh/yr
corresponding to 1,083 million liters gasoline/yr which is 4% of the gasoline use, 26,844 million
liters/yr. We would expect this electrical energy flow into the vehicle to displace about four times
that percentage of miles driven:# i.e., some 15%, which is significant.

The Government’s forecast for 2030 BEV electrical energy demand is about 25% below our
Government scenario prediction. This discrepancy results from different assumptions about vehicle
electricity consumption per km in future vehicles. The Government forecast assumed that the
efficiency of electric propulsion would increase at the same relative rate as gasoline engine
propulsion. Our scenario assumed that electricity consumption was 0.15 kwh/km for Standard
Vehicles and 0.124 kWh/km for Light Vehicles [Nissan, 2010], and both values remain constant.
Our logic was that the potential for improving the efficiency of electric drive is significantly less
than the potential for improving gasoline engine efficiency. Also, as yet, there are no targets or
requirements for BEV energy consumption reduction. And, it islikely that the on-board demand for
electricity (heating, cooling, electricity-requiring components and features) will increase over time.
Thus a constant electrical energy drive requirement seemed appropriate.

(GWh)
20,000 -

18,000 1= - Gov't forecast: 14115 4

16,000 + = = Gov't (Government Scenario) |~sz
’
14000 +— = v Half of Gov't - & .
12,000 +— Realistic - —
10,000 — === No-change PR : o5 = 10410

Fleet Electricity Use

0 - — s e mmpemanmasass 148
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Figure9.49 In-use vehiclefleet eectricity use (in GWh/yr) for the four scenarios, out to 2030.
(Government forecast from MOE, 2010).

%A BEV requires about 25%-30% of the energy per mile (as electrical energy) than the standard vehicle's gasoline
(chemical) energy requirement to travel the same distance.
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Fleet GHG emissions are calculated on aWTW basis, by multiplying the fuel/energy use by
the WTT plus TTW GHG emissions intensity. These intensities are given in Table 9.11. Emissions
intensities are given in gCO,/MJ of fuel energy supplied. Note that, for electricity and BEVs, the
energy required per km of vehicle travel is about one-quarter of the gasoline energy required: for
hydrogen fuel cell vehicles, the energy required is about one-half that required for gasoline engine

propulsion.

Table9.11

Energy use and CO, emission factors.

[MOE, 2010, METI, 2005; JHFC and JARI, 2006; IEA, 2009]

Energy Use GHG Emissions*
Fuel Cycle Vehicle Operation Total
(Well toTank) | (Tank toWheel) | (Well toWheel)
[g-CO,/MJ] [g-CO,/MJ] [g-CO,/MJ]
. 67.1
Gasoline 34.6 [MJL] 16.1 (JHFC) (Gov's guideling) 83.2
Diesel 346 [MJL] 16.1 (HFC) 686 772
) ’ (Gov’'s guideline) ’
. 122 (JHFC) 122 (JHFC)
aicg'c'e%PN - 3.6 [MIKWH] 125 (IEA data 0 125 (IEA, data
R of 2007) of 2007)
74.9 ~136
Hydrogen 142 [MJIkg] 74.9 ~136 (JHFC) 0 105 (median

for model)

*All emission factors are calculated on alower heating value (LHV) basis.

For electricity, the TTW GHG emissions are zero: electricity generation is the emissions
source. Electricity generation by source in Japan and the United States is shown in Figure 9.50:
the average emission index for the Japanese electricity grid (125 gCO,/MJ electricity, IEA, 2009)
is much lower than the average U.S. grid value of 214 gCO,/MJ dueto less coal and more nuclear
generation. Japan’s electricity emissions intensity was assumed to be constant out to 2030.

coal
M nuclear
27.7%
Japan
us
49.0%

13.9%

petroleum

hydroelectric

25.8%

19.4% 5.8% 2.9%

1.8%

21.2%

M natural gas
Mothers

23.5%

6.6% 2.6%

Figure9.50 Japan and U.S. eectricity generating mix by primary energy source [IEA, 2009].
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Figure9.51 In-use LDV fleet WTW GHG emissions (in kilo-ton CO,/yr) for the
four scenarios, out to 2030.

Figure 9.51 shows the scenario results for WTW fleet GHG emissions. The curves are not
that different from the fleet fuel consumption curves, even though those were TTW values. A major
reason isthat utilization of the alternative energy sourcesis modest and the emissions intensities of
these alternatives are not yet that low. The middle two scenarios show about a 40% reduction from
their 2010 value, a significant decrease.

Figure 9.52 shows how this reduction in GHG emissionsis achieved, for the Realistic
scenario. The electrification component by 2030 is still only about 7%. Almost all the reduction
comes from the Standard Vehicle group of vehicles—roughly 40% normal cars and 60% compact
carsin 2009. There is amost no reduction from Light Vehicles—K-cars. Again, the larger, heavier,
vehicles are the prime opportunity for reducing fleet fuel consumption and GHG emissions through
improvements in their technology (in thisinstance, aided by the steady reduction in sales volume of
these Standard Vehicles).

More substantial vehicle weight reduction, especialy in standard passenger cars (see Table
9.9), would increase these fuel and GHG emissions reductions. The vehicle weight trend for these
normal vehicles up to 2010 has been flat: for compact cars it has been rising, but appears to have
now moderated (and average compact car weight, now at about 1,200 kg, is 25% below average
normal car weight). Every 100 kg of vehicle weight reduction results in about a 0.6 fuel
consumption reduction. While some weight reduction (5%—10% over the next 20 years) is built into
the relative fuel consumptions shown in Figure 9.44, additional weight reductions above this 10%,
especialy in larger vehicles, would further reduce fuel consumption and GHG emissions
[Nishimura, 2011].
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Figure9.52 In-use LDV fleet WTW GHG emissions (kton CO,/yr) for the realistic scenario,
broken out into electricity, hydrogen (negligible for this scenario), diesel and
gasoline, out to 2030.

9.6.3 Scenarios out to 2050

The final part of this study extended the scenario analysis to 2050. Substantial uncertainty
isinvolved in laying out the needed assumptions from 2030 to 2050. The scenarios we devel oped
through 2050 are based on the realistic scenario out to 2030. Two future sales mixes beyond 2030
were used:

(1) ScenarioA: little change beyond 2030

Thisisthe same as the realistic scenario before 2030, with little change beyond 2030. Here,
the sales share of each propulsion system in 2050 is assumed to be almost the same as in 2030.
Details are shown in Figures 9.53 and 9.54.

(2) Scenario B: significant change beyond 2030

Again thisisthe same as the realistic scenario before 2030, with significantly increased
change beyond 2030 than in Scenario A. Specifically, the sales share of PHEV's and BHEV's, which
use electricity, is projected to be 50% in 2050, thus achieving widespread adoption and use of EV's
and PHEV s which together represent more than 50% of annual LDV sales[IEA, 2009]. The details
of Scenario B are al'so shown in Figures 9.53 and 9.54.
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Figure9.53 Vehicle sales mix by powertrain, 2010—-2050, Scenarios A and B,
for standard vehicles.
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Figure9.54 Vehicle sales mix by powertrain, 2010—-2050, ScenariosA and B,
for light vehicles.
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The annual vehicle sales forecasts from 2030 to 2050 are assumed to be constant. It is
assumed that Japan’s population and annual vehicle sale's volume stabilize. Vehicle lifetimes are
assumed constant, aso, over this 20-year time period.

The sales mix for Scenarios A and B, by propulsion system type are also shown in
Figures 9.53 and 9.54, for Standard Vehicles (normal and compact LDV's) and Light Vehicles
(small K-cars and K-trucks). The percentage of vehicles using electricity from the electricity supply
system differ significantly. In Scenario A, in 2050, 20% of Standard Vehicle sales are PHEV s and
10% are BEVs. In Scenario B, the PHEV and BEV 2050 sales percentages for Standard Vehicles
are 30% and 20%, respectively. For Light Vehicles, we assume there are no hybrid (HEV's or
PHEV s) sales because there are propulsion system space limitations in these smaller vehicles. BEV
salesin this Light Vehicle category constitute 25% and 50% for Scenarios A and B, respectively.

Two levels of vehicle fuel consumption were incorporated. One we judge as conservative,
which extrapolates the improvementsin relative fuel consumption in Figure 9.44 out to 2050:
see Figure 9.55. The other, we label optimistic, based on the anticipated U.S. fuel consumption
improvements [Bastani, et al., 2012a] is shown in Figure 9.56. The optimistic relative fuel
consumption values for 2030 and 2050 are 20% lower and 35% lower, respectively, than the
equivalent conservative values. Additional details of these scenarios out to 2050 can be found in
Nishimura, 2011.

1.0 I R e e
0.89
0.84 08 0.81
0.78 0.75.
o DI - - - - - - ———— Ny — - - - ————— S 075 073-————————-—~—
0.68
0-62 0.59
0.6 054 - . sl —————- B --053----
0.44
ca | M - - | . - = . P e
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0.27 0.24
0.2 1 - — =1 - -
0 0 0

0.0 2010 2020 2030 2050

Gasoline Turboc B Diesel [l strong Hybrid

Diesel Hybrid B rHEV BEV

Figure9.55 Relative vehicle fuel consumption for different propulsion systems,
conservative scenario, by 2010 NA-SI gasoline vehicle value.
(Japanese Government-based data.)
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Figure9.56 Relative vehicle fuel consumption for different propulsion systems, normalized
by 2010 NA-SI gasoline vehicle value. (U.S.-based) [Bastani et a., 20124].

We now discuss the fleet results for these four scenarios. conservative (C) assumptions
concerning the improvements in vehicle fuel consumption over time, with sales mixes A and B;
optimistic (O) fuel consumption improvements assumptions (taken from U.S. scenarios. see
Section 3.3, Figure 3.3), with sales mixesA and B.

Figure 9.57 shows the in-use light-duty fleet gasoline use out to 2050. All of the scenarios
start at close to 50,000 million liters/yr. in 2010. By 2050, the spread is to between a 56% and 73%
reduction in fuel use, relative to 2010 values. Obviously, the more aggressive sales mix changes
(B compared to A) and more optimistic assumptions regarding improvements in vehicle fuel
consumption cause these differences. Diesel fuel use was also calculated: it was close to
900 million liters from 2030 to 2050, which is 4%-5% of the gasoline fuel use.
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Fleet Gasoline Use
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Figure 9.57 In-use vehicle fleet gasoline use, million liters/year, through 2050
for four scenarios. conservative, A and B; optimistic, A and B.

Figure 9.58 breaks down this fleet fuel use data by vehicle type (Standard and Light). The
decrease in fleet fuel use over the next 15 yearsis dominated by the decline in standard vehicle fuel
use. In 2010, standard vehicles represent 64% of thetotal LDV fleet and by 2030, they constitute
57%. This moderate decline in fleet vehicle fraction is greatly augmented by the assumed larger
sales mix shift away from straight gasoline engines to hybrids and electrified vehicles (PHEVs and
BEVs) for the Standard Vehicle category, whereas for Light Vehicles, transitions away from
gasoline engines were only to BEV's: see Figures 9.53 and 9.54. Again, these results underline the
importance of improving the fuel consumption of the larger vehiclesin the total LDV fleet, and
decreasing their sales volume and use.
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Figure9.58 In-use vehicle fleet fuel consumption, total, standard and light vehicle categories,

gasoline and diesel, for four scenarios: conservative, A and B; optimistic, A and B.
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Figure 9.59 shows the growth in electricity use. The difference between scenariosA and B is,
of course, due to the leveling off of sales of BEV's after 2030 in scenario A whereas in B, growth
to 50% of sales by 2050 occurs. In 2050, scenario B’s electricity consumption reaches 23,504 GWh/yr.
This correspondsin energy equivaent termsto 14% of the fleet fuel use for the conservative scenario,
and 18.5% of the fleet fuel use for the optimistic scenario.?”

Note, again, that the electrical energy to drive an EV for one kmis afactor of 3 or so less
than the gasoline chemical energy required to drive a comparable I C engine vehicle one km. Thus,
these electrical energy percentages correspond to much larger percentages of miles driven. The
electricity usein the standard and Light Vehicle categoriesis roughly comparable: from about 2040
on, the Light Vehicles electricity consumption is 70%—75% of the Standard Vehicles electricity

consumption.
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Figure9.59 In-usefleet electricity use (GWh/yr), 2010-2050: for B, conservative
and optimistic, and A, conservative and optimistic.

ZGasoline: 1[L] = 34.6 [MJ], Electricity: 1[kWh] = 3.6 [MJ]. Therefore, 1,000 [GWHh] (electricity) = 3.6*109 [MJ],
which is equivalent to 3.6* 109[M J]/34.6 [MJ] = 104.0 [mil L] (gasoline). Fleet fuel in 2050 is 17,824 Mliterslyr
for scenario C-B, and 13,182 Mliterslyr for scenario O-B.
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The GHG emissions from all LDV for the four scenarios, 2010-2050, are shown in Figure
9.60. These are WTW values, in ktons CO,/yr. The spread between the four scenarios in 2050
(70,636 to 50,911 ktons CO,/yr) corresponds to between a 51% and 36% reduction from the 2010
GHG emissions values. Thus, to reduce GHG emissions significantly below the “50% reduction by
2050” level, needs aggressive actions as exemplified by our optimistic scenarios. Thisis a broad
finding in all the scenarios examined in this chapter. The major fuel use and GHG emissions
reducing factors are improvements in the fuel consumption of mainstream |ICE technology vehicles
(which can grow more rapidly to high deployment levels), and the introduction of more efficient
alternative propulsion system technologies in significant volumes with ever lower energy
consumption and GHG emissions from their energy supply. These improving factors are offset by
growth in vehicle fleet size and vehicle use. These normally offsetting factors in Japan are expected
to act the other way—modestly reducing these impacts. Yet achieving reductions well beyond a
50% reduction is still extraordinarily challenging.
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Figure9.60 In-usevehicle WTW GHG emissions (kilo-tons CO,/yr), 2010-2050, for four
scenarios: conservative, A and B; optimistic, A and B.
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The GHG emissions contributions from the different propulsion system vehicles, identified
by their energy sources (WTW values) for Standard and Light vehicle categories are shown in
Figure 9.61. For all scenarios, the enduring major contribution of gasoline fuel in NA-SI gasoline
engines (including hybrids) is clear, though decreasing. Electricity’s energy contribution varies
from 9% in the C-A case to 21% in the O-B case. And again, the standard vehicle category
dominates.

Effective measures to prompt the vehicle improvements and sales mix shifts represented
by the optimistic scenario assumptions include the following, several of which are being seriously
considered:

1. Subsidies or tax cuts for new propulsion technology vehicles such as hybrids. This approach
is already being implemented and is, in part, responsible for the substantial risein HEV
salesin Japan.

2. Improving the infrastructure for PHEV and BEVs. Thisis an essential step to enable sales
of these vehicle typesto grow.

3. Higher taxes on older vehicles, such as vehicles over 15 years old. Thiswould help prevent
vehicle lifetimes increasing, which is the current trend.

4. Improving vehicle fuel consumption, and reducing vehicle weight and size. Thisis the most
important nearer-term opportunity, and policies that support these changes at time of vehicle
purchase will be essential to push progressin vehicle efficiency technology as rapidly asis
feasible.
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Figure9.61 In-usevehicle fleet WTW GHG emissions (kilo-tons CO,/year) for the four

scenarios (conservative, A and B; optimistic, A and B) by energy source
(electricity, hydrogen, diesel, gasoline) for the four scenarios.
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9.7 Scenarios: China
9.7.1 Background and Focus

China'stotal energy consumption has ballooned over the past 30 years in both relative and
absolute terms. China’'s energy consumption as a share of international energy demand grew from
10.5%in 1990 to 17.5% in 2010 [IEA, 2012]. In absolute terms, China's transportation energy
demand has grown more than tenfold since 1971. Much of that road-transport growth is directly
attributable to growth in passenger travel and the shipment of freight. Motor gasoline consumption
has more than doubled since 1990 [IEA, 2012]. As aresult, while China accounted only for 2.5%
of international transportation energy demand in 1990, in 2010 it accounts for 7.5%. In addition,
the portion of energy the transportation sector in China consumes as a share of total energy demand
grew from 5.8% in 1990 to 11.6% in 2010. Thisis still far below the world average of 27% [I1EA,
2012]. However, the transportation sector is one of the fastest-growing energy consuming sectors
in China, so thisfraction is expected to double before 2050 [Zhou et al., 2011].

This growth in transportation energy demand is partially attributable to ever-increasing
vehicle sales (Figure 9.62). Mini-truck, minibus, and non-private car sales have all steadily
increased since 2000, but private passenger cars have primarily fueled the overall LDV growth?®
From 2000 to 2010, car salesincreased from 0.6 million to over 9 million passenger cars per year,
an annual sales-growth-rate increase of some 30%.

= Private car
-=-=-Non-private car
7 — —Minitruck

= iinibus

g g

Figure9.62 Historical LDV salesin millions of vehicles per year in China. [Source: China
Automotive Industry Yearbook (2011), China Statistical Yearbook (2011),
author analysis.]

A mini-truck isatruck under 1.8 metric tons (Wang et al., 2006), the minibus car category corresponds loosely with
the Japanese K -car. Industry associations and the government report sales for each category separately from passenger
cars. Non-private cars include service vehicles, government cars, company cars, and taxis.
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These increasing annual vehicle sales indicate that China's transportation energy demand
will continue to grow for years to come. Nevertheless, the pace of growth has been variable: over
55% from 2002 to 2003 to less than 7% from 2007 to 2008. Several questions need to be answered.
Can improvements in fuel efficiency and introduction of new technologies offset this rapid vehicle
growth'’s contribution to rising energy demand and emissions? More importantly, which factors are
the most important in determining China's future evolving fuel demand and GHG emissions?

By answering these questions, the China scenario analysis offered insights as to which of the
various significant factors policy strategies should to target. The eight variable inputs examined were:

» Stock: automotive ownership per capitais currently low in China and will increase to as yet
unknown future higher levels of ownership.

» VKT: the average annual distance traveled per vehiclein Chinais currently high compared
with most developed countries. It could stay relatively constant or drop significantly.

» Turbocharging: today, turbocharged gasoline-engine vehicles make up a small fraction
of vehicle salesin China, but the technology may gain quicker acceptance.

» Electrification: will the Chinese adopt HEV's, PHEV'S, and EVs on an ever larger scale?
* EV or PHEV dlectricity use: will eectrification focus on PHEVs or on EVS?
*  Fuel consumption: will vehicle efficiency improve quickly or slowly?
» Natural gas: will natural gas become awidely used aternative fuel?
e Methanol: will methanol become awidely used alternative fuel?
9.7.2 Input Assumptions

The key input assumptions used for the China scenario analysis are listed in Table 9.12.
This analysis assumed that several of these inputs were the same for all scenarios, including
scrappage equation variables and mileage degradation rates. We assumed similar, though less
rapidly decreasing with time, relative fuel consumption levels among liquid-fueled powertrains
(NA-SI, turbocharged, diesel, HEV, and PHEV) as in our other On the Road fleet model studies.
We also assumed that alternative fuels (CNG and methanol) achieve equal vehicle fuel efficiency
on aper MJ basis as gasoline®

2The work assumed the energy content for different fuels were 33.4, 18, and 35 MJ/L for gasoline, methanol, and
diesdl, respectively, and 38 MJIm3 (at standard atmospheric conditions) for CNG.
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Table9.12  Input Assumptions for China Reference Scenario
Reference scenario; private car | 2010 | 2030 | 2050 Varies?
Stock and VKT
Vehicle sales growth (%) 10 15 0.5 Yes
Vehicle half-life (years) 145 145 145 No
Scrappage rate 4.7 4.7 4.7 No
Average VKT (km/year) 15,900 13,200 12,400 Yes
Mileage decrease (%/year) 5% 5% 5% No
Fuel consumption
NA-SI FC; on-road (Liter/100 km) 9.0 8.1 7.2 Yes
Electric efficiency (KWh/km) 0.2 0.1 0.1 Yes
PHEV utilization (% of energy) 30 50 60 No
Sales mix (% of sales)
Turbocharged 7 42 46.4 Yes
Diesel 1 1 1 No
Total electrified 0 15 30 Yes
HEV 0 10.1 14.8 Yes
PHEV 0 29 8.2 Yes
EV 0 22 6.7 Yes
Fuels
Methanol (% of energy demand) 3 5 Yes
CNG (% of energy demand) 0 2 4 Yes
Methanol CO, (g CO,/MJ) 304 191 120 No
Electricity CO, (g CO,/MJ) 265 179 122 No

Regarding the variable inputs, our analysis endeavored to be neither too pessimistic nor too
optimistic: hedging future values with numbers from our studies of other countries (for sales and
VKT inputs), assuming future progress more modest than the aggressive Chinese government
targets but more optimistic than no progress (for fuel consumption and alternative powertrain
sales percentages), or assuming some but not substantial adoption of alternative fuels. Not
surprisingly, the vehicle sales growth and VKT growth assumptions for our China analyses differ
from those made for other countries. Car sales growth rates in China are currently very high, and
VKT has historically been high. The result isan “S’-shaped growth curve from 2000 to 2050 for
vehicle stock size (Figure 9.63).
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Figure9.63 Vehicle stock projection, millions of vehicles: Left, disaggregation
by vehicle type; Right, disaggregation by powertrain.

That said, appropriate fuel consumption, alternative powertrain sales market shares,
and alternative fuel demand assumptions for China also differ from the assumptions we have used
for other countries. While future fuel consumption mandates in China are as strict as those in the
developed world, the ability or desire to achieve such targets is more questionable. Joint venture
manufacturers (producing foreign vehicle brands through enterprises jointly owned by foreign
companies and Chinese) dominate with 70% of passenger vehicle sales. The 30% of vehicles
Chinese manufacturers produce tend to have simpler technology for the same vehicle weight. Thus,
the Chinese government’s dual goals of simultaneously raising the Chinese manufacturer market
share and improving fuel consumption standards appear especially challenging. In addition, the
average vehicle sold in Chinais less expensive than one sold in the United States. Meeting similar
fuel consumption targets will likely involve similar increases in absolute cost, but the burden on
Chinese manufacturers will be relatively heavier. Since it is uncertain how the government would
prioritize these goals, it is unclear what policies will be implemented.

The Chinese government has strongly encouraged the development and deployment of EV's,
and while acceptance to date has been lackluster, ongoing adoption of HEV and PHEV technology
at amoderate rateis plausible.

Our study selected just two alternative fuels to model alongside conventional transportation
fuels. Biofuel assessments for Chinavary across the map and there is little consensus, making it
difficult to project forward. Second, CNG is already prevalent among non-private cars, and China
isrich in coal reserves, which encourages the development of methanol. Modest growth in CNG
and methanol use was included in the reference scenario.
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9.7.3 Results: Reference Scenario

We use reference to denote a scenario that is aggressive, yet possible to achieve without an
explicit environmental target in mind. Instead, it takes into account the comparable international
evolution of vehicle technology, ownership, and use; the government’s desire to develop an
internationally competitive automotive industry; and concern over China's reliance on foreign oil.

China’'sLDV fleet energy demand, total fuel demand, and CO, emissions are projected to
grow sharply until about 2030, after which growth levels off (see Figure 9.64). Levels peak in 2040
at some 370 Mtoe (million tonnes, oil equivalent) consumed (equivalent to 7.4 million barrels of oil
per day), 499 hillion liters of fuel consumed per year, and 1,700 mega million tonnes'yr CO,
emitted. Subsequently, they begin to decline due to anticipated lower fleet growth and continuing
technology improvement. Conventional | CE fuel demand of gasoline and diesel also increases
rapidly up to about 2030, after which it peaksin 2038 at 453 billion liters and begins to decline.
The contribution from new fuels surpasses 5% in 2024, continuously increasing to nearly 14% in
2050. The reference scenario assumes the combination of relatively small numbers of PHEV S and
EVs, and that natural gas and methanol will be able to supply a modest amount of China's road
transportation energy demand over this time frame. Energy demand, fuel demand, and CO,
emissions in the Chinese LDV sector will increase more than fivefold in the reference case over the
next 30 or so years, while conventional fuel demand will increase nearly fivefold. Moreover,
because this scenario assumes certain efficiency gains, technology adoption, and fuel
diversification, and these are uncertain, actual energy and emissions could be higher or lower.
Transformations in Chinese travel patterns would also affect this evolution and significantly impact
China’s future oil imports.

The results do show, however, that China's vehicle energy demand, in the mid-and-longer
term, will not continue to increase at afrenetic pace. Rather, as the vehicle market matures and
technologies advance, Chinawill eventualy stabilize at a high but, given its population, not
unexpectedly high, vehicle energy demand.

These results can be disaggregated by fuel or powertrain. Gasoline’s continued dominance
remains unchallenged although other fuels begin to contribute over one-tenth of energy demand
and CO, emissions in the 2030s. Meanwhile, the dominance of the traditional NA-SI vehicle begins
declining before 2030 as turbocharged S vehicles proliferate. They eventually dominate the NA-S|
engine category, even as new alternative powertrains such as HEV's account for larger fractions of
total energy, fuel demand, and CO, emissions. Diesel fuel is not currently widely used in the LDV
fleet, and in this scenario, it continues to be uncommon in the future.
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Figure9.64 Reference scenario disaggregated by powertrain (left) and fuel (right).
A) and B): LDV fleet energy demand in mega tonnes (oil equivalent) per year,
Mtoelyr (tank to wheels). C) and D): LDV fleet fuel demand (TTW) in billion
liters fuel consumed/yr. E) and F): GHG emissions (WTW) mega million tonnes
CO, equivalent/yr.
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9.7.4 Results: Scenario Sensitivity Analysis

We next discuss scenarios in which the assumed values of key variables, one at atime, are
changed from their reference value to a higher or lower value. For example, in relation to the fleet
size in 2030, vehicle sales were assumed to be 39, 32, and 45 for the reference, low, and high stock
scenarios. For 2050, these sales numbers were 47, 35, and 59. The high and low assumptions
chosen were based on our assessment of the likely spread about the reference. As a percentage of
the reference assumption, they varied significantly as one would expect since these variables each
have a different function. See Akerlind (2013) for details. Figure 9.65 shows total on-road LDV
fleet energy demand results for all scenarios in Mtoelyr. Each scenario isidentified by its high
or low label in the figure. In addition, scenarios with al the variable assumed to be high and then all
low, were run. (High and low natural gas and methanol are not represented in Figure 9.65 because
implementing such scenarios would not change the energy demand.) Stock size (violet) is the most
sensitive driver in both raising and reducing energy demand. Fuel consumption is a more significant
driver in lowering energy demand than in raising it (green). Thisislogical because future fuel
consumption (of the average new vehicle for each propulsion system) in 2050 is 60% of current fuel
consumption in the low-all scenario, 80% in the reference, and 90% in the high-all scenario.
Significant vehicle electrification provesitself to be an important driver especialy after 2040 (blue).
Surprisingly, significant electrification despite asignificant HEV fraction, isafairly promising
means to lower future energy demand (turquoise) even though electricity supply in China currently
has high GHG emissions. Targeting VKT is also a promising means to lower future automotive
energy demand. The high-all and low-all scenarios show resulting energy demand if all inputs
evolve along their predicted high or low values paths. These extremes differ widely: the projected
peak in future energy demand varies between about 220 Mtoe per year to nearly 700 Mtoe.
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Figure9.65 Future on-road energy demand results for Chinas LDV fleet (TTW) in mega
tonnes oil-equivalent per year (Mtoelyr) for all the sensitivity scenarios. Heavy
black lineis the reference scenario.

Figure 9.66 shows the conventional fuel demand future for the on-road LDV fleet, for all
scenarios. The two high-all trajectories, one without any alternative fuel adoption and one with
significant alternative fuel adoption, show that potential fuel demand savings could approach nearly
250 bil L of gasolineif all other drivers evolve per extreme values. The actual impacts of adopting
methanol (olive) or natural gas (brown) are likely more modest and on the order of 50 bil L each.
Thisfigureillustrates how our approach differs from the wedge approach that other studies have
used: the absolute impacts of changing any one driver are smaller in a median reference scenario as
compared with an extreme reference scenario. They are subject to “diminishing returns’ as society
employs additional approaches to control automotive energy demand. CNG (brown) has a
significant impact as a single driver in the nearer-to-mid-term, though its significance diminishes
over time. Methanol has a modest impact in lowering energy demand, but asmaller oneraising it
(olive). Significant electrification and HEV-dominated significant electrification are even more
sensitive for fuel demand (blue and turquoise). Nevertheless, stock (violet) and vehicle fuel
consumption (green) are again especially important drivers in reducing conventional fuel demand,
while VKT has afairly large impact (red).
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Figure9.66 Future on-road conventional petroleum-based fuel demand (tank to wheels),
China’'son-road LDV fleet, 2010-2050, in billion liters gasoline-equivalent per
year, senditivity analysis all scenarios: heavy dark line is the reference scenario.

Figure 9.67 shows the WTW GHG emissions rates corresponding to Figures 9.65 and 9.66
(which are TTW energy and fuel demand). Alternative fuel adoption (olive and brown),
composition of reference scenario e ectrification (pink), and turbocharged vehicle adoption (orange)
have a small impact on future CO, emissionsin Figure 9.67. It is aso noteworthy that increasing
amounts of methanol decrease conventional fuel demand but increase WTW GHG emissions. This
is because methanol from coal, the primary source in China, is more CO, intensive than gasoline.
Vehicle stock size is once again the most significant driver in terms of both increasing and
decreasing the reference scenario emissions. It is closely matched by decreasing/increasing vehicle
fuel consumption. VKT isthe next most significant driver, ahead of electrification. However,
because EV's are more efficient than their internal combustion engine counterparts, even though
China's electric grid will remain more CO, intensive than gasoline, there is still some CO,
emissions benefit from significant electrification.

244




Scenario Analysis Results

3500
wm—Reference @ =0 0-==-- High-all: alt. fuel
""""" High-all: no alt, fuel ====-Low-all; alt. fuel
""""" Low-all: no alt, fuel ====-High stock
3000 Lowstock = o==--- High VKT A
Low VKT Low turbo o
Highturbo ~  ====- Low A FC e
——High&FC = 0= No electr. L
2500 —Highelectr., - Electr., only HEV et
Electr,, most PHEV & EV High electr., most HEV Pt
----- No CNG Much CNG e
-~ Much methanol No methanol [
g
= 2000
£
E
(%]
c
8
& 1500
E
T
~
8 P skt T
1000 T s
LTS
hl’"lblnh..__-.-‘-m--‘-
500
0
)
S §8Fg§fdFisfsgsgsgssagssé
~ ~N N ~ ~ ~ NN N Ny v ~ N Ny Ny ~ ~ ~

Figure9.67 GHG emissions, (WTW) in MtCO,-equivalent/yr from China's on-road
LDV fleet, 2010-2050: sensitivity analysis all scenarios: heavy dark lineisthe
reference scenario.

Table 9.13 compares the “deltas’ discussed above (the difference between each sensitivity
scenario and the reference scenario, at a given date) in percentage terms. Taking future energy
demand, conventional fuel demand, and CO, emissions into account, vehicle stock has the greatest
impact decreasing demand, or emissions. If significant gains can be made in lowering fuel
consumption, it too can be an important tool in limiting future energy demand and CO, emissions.
Significant vehicle electrification holds great potential for lowering energy demand and displacing
conventional fuel. Moreover, this electrified fleet need not be wholly electric: significant HEV
adoption can achieve comparable benefits to EVsin reducing CO, emissions, while achieving
some three-quarters of their reductionsin energy demand and conventional fuel demand.
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Table9.13  Difference between each Sensitivity Scenario and Reference Scenario

Change Over Energy Demand | Conventional Fuel CO, Emissions
Reference Baseline (mtoe) (bil L) (mmt CO,)
Reference Baseline 334 352 421 418 1552 1637
Change A2030 | A2050 | A2030 | A2050 | A2030 | A2050
All High +35% +89% +20% +56% +33% +83%
All High (no alt. fuel) +44% | +114% | +31% +83%
All Low (high alt. fuel) -43% -72% -33% -57%
All Low -35% -63% -31% -61% -34% -57%
High Stock +12% +23% +13% +28% +12% +23%
High VKT +9% +16% +10% +16% +9% +16%
Low % Turbocharged +1% +2% +1% +2% +1% +2%
No Electrification +4% +17% +5% +19% +4% +13%
Electrification, only HEV +1% +4% +2% +6% +1% 0%
LowA FC +4% +10% +4% +10% +4% +10%
No Methanol +3% +6% -3% -1%
No CNG +3% +6% +1% +1%
Low Stock -13% -23% -13% -23% -13% -23%
Low VKT -9% -15% -9% -16% -9% -15%
High % Turbocharged -1% -3% -1% -3% -1% -3%
High Electrification -5% -25% -6% -30% -3% -14%
Electrification, most PHEV & EV -1% -5% -2% -7% 0% -1%
High Electrification, most HEV -3% -18% -3% -20% -2% -13%
HighAFC -12% -23% -12% -23% -12% -23%
Much Methanol -2% -11% +2% +2%
Much CNG -9% -8% -2% -2%

9.7.5 Comparison results

Historically, China’s transportation energy demand as a fraction of world energy demand
has been relatively small (Figure 9.68). The United States and the rest of the OECD countries
(mainly Europe) accounted for roughly a quarter each of global transportation energy use in 2010.
Meanwhile, China accounted for almost no share of international energy demand in the early 1970s,
but is quickly moving beyond 10% of international energy demand. As China’'s conventional fuel
demand continues to grow, it will change the dynamics of the international oil market.
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Figure9.68 Global and regional total transportation and road transport energy demand
in million tons oil equivalent per year (IEA).

Surprisingly, the China reference scenario peak in LDV annual fuel demand of close to 500
billion liters/'year around 2040, closely matchesthe U.S. LDV fleet current fuel demand of some
525 billion liters/year (Figure 9.6). This coincidence is striking considering that the United States
now has fewer cars than Chinawill then have. Differencesin VKT, fuel consumption, and the
energy technologies deployed in volume combine to account for this result. Before U.S. fuel
demand declines significantly, however, the two countries will together demand some 900 billion
liters/year of fuel in 2030. These comparisons are valid because the fleet models for this China
study and the Bastani et al. (2012) U.S. study originate from the same information sources, and
many of the key assumptions (on future relative fuel consumption among powertrains, for example)
are closely compatible.

9.8 Interpretation of Scenario Results

This chapter contains summaries of an extensive set of scenarios, focused on different major
world regions. the United States, major European countries, Japan, and China. These different
scenario studies, done with a common framework based on an in-use vehicle fleet model evolving
over time into the future, have examined a wide range of options for reducing fleet fuel and energy
use, and GHG emissions, through improvements and changes in engine propulsion system, and
vehicle technologies over time, with various technology deployment rates, and with the
introduction of other energy sources such as electricity and biofuels. Here, we identify the major
findings that resulted from this body of work. Of course, there are many details and subtleties that
qualify these broader findings and, as we are looking into the future, there are significant
uncertainties. Nonetheless, as more research of thistypeis done, our sense of the more plausible
evolving paths forward becomes clearer.
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The key findings are:

1. Thetwo variablesthat have the greatest impact on the extent to which fuel use and GHG
emissions are reduced are those that control fleet growth (annual vehicle sales volumes
and scrappage rates from the in-use fleet), and the rate of improvement in the on-road fuel
consumption of mainstream technology vehicles (gasoline spark-ignition engine vehicles,
and light-duty diesel vehiclesin Europe). Thisis because growth in thein-use LDV fleet
size governs growth in total kilometers (miles) driven, and because mainstream technology
vehicles dominate the mix of vehiclesin the in-use fleet through the near and at least the
mid-term.

2. Mainstream technology improvements include more efficient gasoline (and diesel) engines,
transmissions, and drivetrains; reductionsin vehicle size and weight, and aero drag and tire
resistances; and limiting vehicle power/weight ratio increases to hold down increasesin
vehicle acceleration performance. Note that reducing the fuel consumption of the largest
(and thus heaviest) vehicle segment has much greater impact than similar reductions at the
smaller end of the vehicle size distribution. Thisis especially important in the U.S. context
because vehiclesin North America are substantially larger than in the rest of the world, and
thus both the potential for and the impact of weight reduction are greater.

3. Inthe nearer term, the impacts from EV's or FEVs and from biofuels will be modest. It is
not yet clear how attractive these options will prove to be. Whether cellulosic biofuels have
the potential to become market competitive and grow to substantial scale is unclear. Hybrid
vehicle sales percentages are growing at moderate rates which is expected to continue and
increase their impact. It is anticipated that PHEV s will follow (but lag) this hybrid growth.
The broad attractiveness of BEVsis, as yet, unclear. Likely, deployment rates of these EV
technologies are such that, due to the 15 or so year lifetime of vehiclesin actual use, their
impact prior to 2025 will be modest though it may continue to grow and, beyond 2040,
become significantly more important. Note that decreasing the GHG emissions intensity
(CO, emitted per unit of energy used) of the electrical supply system is an essential
parallel evolution.

4. The scenario results for GHG emissions indicate that reducing the in-use fleet’s emissions
to about half of the peak levelsin the United States, Europe, and Japan, by 2050, isa
plausible though very challenging prospect. In regions where growth is modest (United
States) or essentially absent (Europe and Japan), mainstream engine and vehicle technology
improvements are already turning the aggregate LDV fleet emissions curve downward from
its current peak. In China, the high recent fleet growth rates (sales increases of almost
10% per year) have started to decline, but are expected to remain large enough for the
next decade or so for growth to more than offset vehicle technology improvements out to
about 2040 when LDV emissions are likely to peak and then start to decline. Surprisingly,
China’'sLDV fleet GHG emissions at that point in time will be close to the current value
of the U.S. LDV fleet emissions that are now leveling off and starting to decline. Realizing
these reductionsin energy use and GHG emissions, through improving and changing vehicle
technologies, reducing vehicle weight, and introducing new sources of transportation energy,
would be amajor accomplishment. We should not regard this seemingly slow-to-start
wxrate of reduction as afailure!
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5. However, the above is till an optimistic assessment, and measures to reinforce the purchase
and use of increasing numbers of ever lower fuel-consuming vehicles are likely to be
needed to achieve the overall reductions summarized above. Without substantive actions
such as a significant carbon tax (see Chapters 10 and 11) to pull such changes, it is much
less likely these substantial reductions will be achieved. We noted in this chapter that a more
realistic expectation is that maybe two-thirds of this “50% reduction” might be realized.

To go beyond this “50% reduction” would take more extensive and greater improvements
in this vehicle segment’s fuel consumption technology and today’s petroleum-based fuels,
and conserving actions on the demand side to reduce our use of transportation services,

and major transformations to low GHG emitting energy sources (and, as noted, it is unclear
which of our severa options here are the most promising). Thistopic is further discussed in
our final chapter (Chapter 11).
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10.0 A Comprehensive Policy Approach

10.1 Introduction

Achieving alow carbon road transportation system by 2050—and the set of solutions it
employs—will depend on the incentives facing auto manufacturers, fuel providers, and vehicle
users. If the past is prologue, the future vehicle fleet will be larger, heavier, and more powerful
aswell as till largely dependent on fossil fuels. Rising travel demand may be offset by gainsin
fuel economy, but without intervention, the desired aggressive reductionsin fossil energy use or
greenhouse gas (GHG) emissions are highly unlikely. This chapter considers how to move beyond
the status quo. It focusesin particular on the role that public policy, by shaping technology and
market developments, could play in encouraging conservation behavior in the near term, facilitating
improvements in technology over the medium term, and enabling a transition to lower-carbon
aternative fuels over the long term.

Before considering specific policy options, it is worth taking a step back to consider the
role of transportation in an overall climate mitigation strategy. All GHG emissions, regardless of
source, are equally damaging to the global climate. Globally, transportation services account for
23% of total GHG emissions, with around 10% due to travel in light-duty vehicles (LDVs) [Kyle
and Kim, 2011; Fulton et a., 2013]. Policy makers must consider the role that LDV's should play
alongside other opportunities to reduce emissions. Economists often point out that putting a price
on the right to emit GHGs across all sectors would send a uniform signal and lead to emissions
reductions where they cost least. Transportation would contribute part, but not all, of the solution,
with significant contributions from other sectors where incremental reductions cost less. But such
economy-wide policies have proven politically difficult. Policy makers have instead broadly
pursued a range of measures more narrowly targeting vehicle technology, the fuel supply, vehicle
fleet composition, or consumer purchasing behavior. Here we focus on policies that target LDV's,
remaining mindful that it isimportant to assess transportation’s contribution to carbon reduction in
an economy-wide context.

To compare aternative policies, this chapter zooms out from the discussion in previous
chaptersto develop intuition about policy options that act on the LDV transportation system, and
how these policies affect energy use, emissions, and the broader economy. This analysis focuses
on an assessment of three of the most prominent policy optionsin the United States: fuel economy
standards (FESs), renewable fuel standards (RFSs), and taxes on motor gasoline or diesel (referred
to here as “gastaxes’). The second section briefly describes each policy. The third section describes
the energy-economic model used to compare the different policies. The fourth section describes the
results. The fifth section comments on how the results of the modeling analysis relate to the current
policy situation in the United States. While the United Statesis the focus of this chapter, many of
the insights devel oped through this analysis have relevance for policy in other countries.
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10.2 Background on Policy Designs

LDV account for around 43% of petroleum demand and 23% of GHG emissionsin the
United States [MacKenzie, 2013], and have long been the target of policy measures. Looking
ahead, in the United States, asin other advanced industrialized countries, growth in demand for
vehicle fuel is expected to slow given gradual ownership saturation and modest economic growth,
while emerging markets account for most of projected global growth in petroleum demand [Fulton
et a., 2013]. However, reaching ambitious targets for petroleum-based fuel use and GHG emissions
reduction in the United Statesis still expected to require additional policy measures that bear on
different parts of the transportation system. Table 10.1 summarizes the physical targets of several
policy measures that are the focus of thisanalysis: RFSs, FES, and a gas tax (analogous to a cap-
and-trade system or carbon tax, which effectively raises the fuel price).

Table10.1  List of policies and primary target(s).

Policy New ICE Alternative Reduce Increase Reduce Encourage
Vehicle Fuel Vehicles |Upstream Fuel| Alternative VMT Changes
Efficiency Emissions | Fuel Quantity in Driver
I ntensity or Share Behavior
1) Fuel Mandates
Renewable Fuel Standard X
2) Vehicle Palicies
Fuel Economy X X -X
(per-mile GHG emissions)
Standards
3) Price Signals
Gas Tax X X X X X

10.2.1 Renewable Fuel Standards

An RFS mandates that a certain volume or percentage of the fuel supply be composed of
aparticular renewable fuel. In the United States, the Energy Independence and Security Act of
2007 mandates a volumetric target for blending biofuels into the fuel supply, reaching 36 billion
galons by 2022 (around half of which was initially expected to be derived from non-food crops
and to deliver greater carbon savings than corn-based ethanol). For passenger vehicles, the near-
term biofuel of choice has been ethanol, which can be blended into the gasoline supply up to an
allowed percentage (currently 10% for non-flex fuel internal combustion engine (ICE) vehicles and
up to 15% for approved model years).* The feasibility of this volumetric standard has been called
into question, sinceit is not clear that a sufficient number of flex-fuel vehicles will be available to
absorb the high volumes required [Blanco, 2010]. The RFS has been justified in part as away to
promote learning in the early stages of technology deployment, which is expected to bring down
cost in thelong run [Morris, 2009; Fischer & Newell, 2008]. However, this approach requires

%0In 2011, the EPA determined that ethanol blends of up to 15% (E15) can be used in model years 2001 and newer
vehicles[EPA, 2011].
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a choice to support one technology over its alternatives. Therefore, thereisarisk that the other
technol ogies that were not chosen might have been less costly or more successful candidates for
support.

10.2.2 Fuel Economy Standards

FESs have been implemented in the United States for several decades. Passed in 1975 to
reduce gasoline use in the wake of 1973 Arab Oil Embargo, the Corporate Average Fuel Economy
(CAFE) standards mandated increases in the fuel economy of cars and light-duty trucks starting
in 1978 [Shiau et al., 2009]. These standards were tightened sharply through the early 1980s but
remained constant over much of the 1990s and were not increased again until 2005 for light trucks
and 2011 for cars® In 2010, following classification by the Environmental Protection Agency
(EPA) of GHG emissions as a pollutant under the Clean Air Act, the agency became involved in
setting per mile CO, emissions standards. CO, emissions standards were harmonized with amore
stringent version of the CAFE standard, which mandated a reduction in the combined average per
mile CO, emissions to 250 grams per mile (which corresponds to an increase in fuel economy to
35.5 miles per gallon) over the period 2012 to 2016.* In late 2011, a new fuel economy standard for
model years 2017 to 2025 was announced, requiring a 5% increase per year for passenger cars, and
a3.5% increase per year for light trucks for model years 2017 to 2021 followed by a 5% increase
per year for model years 2022 to 2025 [EPA, 2012]. For model year 2025, this trandates into a CO,
emissions target of 144 grams per mile for passenger cars and 203 grams per mile for light trucks,
equivalent to a combined new fleet average of 163 grams per mile. As discussed in Chapter 2 of this
report, FESs have also been widely adopted in many countries and regions, including China, Japan,
and the European Union.

10.2.3 Gas Taxes

In the case of agasoline (or carbon) tax, achargeislevied based on the volume of gasoline
or diesel fuel (or its carbon content), and passed along to consumers in the form of increased prices
at the pump. Under a gasoline tax, the choice of fuel abatement strategy is determined by the
availability and cost of the options. Options include fuel-saving technologies as well as consumer
willingness to forego energy-intensive vehicle attributes in favor of higher fuel economy. Currently,
the federal gastax in the United States is 18.4 cents per gallon. Including state gasoline taxes, the
average gasoline tax rate in the United States is approximately 49 cents per gallon [API, 2015]. In
other advanced industrialized countries such as Germany, gasoline taxes are seven times higher.

%lIn addition to passenger vehicles, the LDV fleet is comprised of cars and light-duty trucks owned by commercial
businesses and government. U.S. federal regulations consider a light-duty truck to be any motor vehicle having a
gross vehicle weight rating (curb weight plus payload) of no more than 8,500 pounds (3,855.5 kg). Light trucks
include minivans, pickup trucks, and sport-utility vehicles (SUVs).

$2The original vehicle fuel economy target under the Energy |ndependence and Security Act of 2007 was 35 mpg by

2020. The 35.5 mpg target is the improvement required if the corresponding per mile emissions target (250 grams per
mile) is met by improvements in fuel economy alone.
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Since a price signal targets either petroleum-based fuel use (e.g., a gasoline tax) or GHG
emissions reduction (carbon tax), it does not a priori favor particular technological solutions.
Assuming efficient markets, the price signal ought to encourage the portfolio of changes that cost
least to achieve the desired reduction in petroleum-based fuel. It is worth pointing out that under
these circumstances, political consensus may be more difficult to achieve in comparison to policies
that deliver clear benefits to stakeholder groups. Attempts to introduce cap-and-trade legislation in
the United States have included a broad range of provisions to make these policies more palatable
to large and influential stakeholders, including large allocations of permitsto parties likely to
be most directly affected. Proposals involving taxes—based either on fuel volume or on carbon
content—have been less successful in gaining broad public support [Levine & Roe, 2009].

10.3 Modeling Approach

Before describing the model used in this analysis, a brief discussion of the modeling
philosophy is appropriate. To compare policy options, it is helpful to study not only the
combinations of technology that produce a desired environmental outcome, but also the relative
cost of achieving the outcome using different policy instruments. To do this convincingly, a model
must capture both the primary leverage points that policies target and the impact that compliance
has on the integrated energy and economic system. Therefore, we employ amodel that represents
the United States (including its energy system and advanced technology options) in both economic
and physical quantities, albeit in adeliberately smplified way. Model predictions should not
be viewed as precise forecasts, but instead as providing insight on the mechanisms and relative
magnitudes of policy impact.

Specifically, this analysis employs a version of the MIT Emissions Prediction and Policy
Analysis model version 5 (EPPAS) with a detailed representation of the light-duty passenger
vehicle transport system. The EPPA model is a recursive-dynamic computable general equilibrium
(CGE) modé of the world economy devel oped by the Joint Program on the Science and Policy of
Global Change at MIT [Paltsev et al., 2005]. The EPPA model captures both economic linkages
across sectors and regions, including trade flows, and tracks energy and emissions quantities.
These relationships are based on a comprehensive global energy and economic data set developed
by the Global Trade Analysis Project (GTAP) network [Hertel, 1997; Dimaranan and McDougall,
2002]. The GTAP dataset is aggregated into 16 regions and 24 sectors including several advanced
technology sectors for use in the EPPA model (Table 10.1).

10.3.1 The Passenger Vehicle Transport Sector in the EPPA5-HTRN Model

Several features were incorporated into the EPPA model to explicitly represent the
passenger vehicle transport sector. These features include an empirically based parameterization of
the relationship between income growth and demand for vehicle-miles traveled, a representation of
fleet turnover, and opportunities for fuel use and emissions abatement. These model developments,
which constitute the EPPAS-HTRN version of the model, are described in detail in Karplus et al.
(2013a). The structure of the passenger vehicle transport sector in EPPAS-HTRN that includes these
developmentsis shown in Figure 10.1.
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consumption

1. Relationship between income and growth
other goods transport and transportation services demand (VMT)
and services

purchased miles owned vehicle-miles 2. Fleet turnover and
| opportunities for
I | efficiency improvement

new vehicle-miles (0-5 years) used vehicle-miles (5-25 years)
l (same structure as new without substitution)
/\ /\ 3. Advanced vehicle technology
fuel powertrain  services vehicle (e.g., PHEV, EV) and alternative fuels

Figure10.1 Structure of the passenger vehicle transportation sector in the EPPA model.

The main innovation in the EPPAS-HTRN model is the use of disaggregated empirical
economic and engineering data to devel op additional model structure and introduce detailed
supplemental physical accounting in the passenger vehicle sector. First, to capture the relationship
between income growth and vehicle miles travelled (VMT) demand, econometric estimates were
used in the calibration of the income elasticities [Hanly et al., 2002]. These were implemented
using a Stone-Geary utility function, which allows income elasticities to vary from unity within the
Linear Expenditure System (LES) [Markusen, 1993]. The income elasticity in the United States
was calibrated to reflect the long-run estimate of 0.73 given in Hanly et al. (2002), but after 2035
is set to diminish by 0.05 in each five-year period to simulate saturation of household vehicle
ownership by further reducing the size of the household vehicle transport expenditure share. More
details on model parameterization can be found in Karplus (2011).

Second, to represent fleet turnover and abatement opportunities in existing technology,
data on the physical characteristics of the fleet (number of vehicles, vehicle-milestraveled, and
fuel use by both new vehicles (zero to five-year-old) and used vehicles (older than five years), as
well as economic characteristics (the levelized cost of vehicle ownership, comprised of capital,
fuel, and services components) were used to parameterize the passenger vehicle transport sector
in the benchmark year and vehicle fleet turnover dynamics over time [GMID, 2010; Bandivadekar
et a., 2008; Karplus et a., 2013a]. Engineering-cost data on vehicle technologies were used to
parameterize elasticities that determine substitution between fuel and vehicle efficiency capital
[EPA, 2012].
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Third, plug-in hybrid electric vehicles (PHEV'S), as a representative alternative fuel vehicle,
were introduced into the model, along with substitution between the fuel and vehicle efficiency
capital (similar to the ICE vehicle) that represents fuel consumption reduction opportunities
specific to the PHEV [Karplus et al., 2010]. The detailed structure of the powertrain-fuel bundle
for new vehicles, which shows substitution between the PHEV and ICE-only vehicle, aswell as
opportunities to reduce the fuel consumption of each vehicle type through substitution with vehicle
efficiency capital, is shown in Figure 10.2a.

a) powertrain-fuel bundle (new VMT)

TN

ICE-only vehicle AFV-X(..)

fuel powertrain /<\ﬁxed factor

(diesel, fuel powertrain
gasoline) (electricity,
hydrogen, etc.)

b) powertrain-fuel bundle (used VMT)
I |
ICE-only vehicle AFV -X(..)
fuel powertrain fuel powertrain
(diesel, (electricity,
gasoline) hydrogen, etc.)

Figure10.2 Theinclusion of aternative powertrain types (denoted by AFV-X, where X
could be aPHEV, EV, CNGV, and/or FCEV) in the @) new and b) used passenger
vehicle transport sectors in the MIT EPPA model.
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10.3.2 Description of Advanced Technology Options

The representation of technology and its endogenous response to underlying cost conditions
isessential for analyzing policies, which typically act—directly or indirectly—through the relative
prices of fuels or vehicles. Here we consider a PHEV, which is modeled as a substitute for the
| CE-only vehicle which can run on gasoline in adownsized | CE or on grid-supplied, battery-stored
electricity. The PHEV itself is assumed to be 30% more expensive relative to anew | CE-only
vehicle, an assumption at the low end of the range of estimates from arecent literature review
[Cheah and Heywood, 2010].3 Vehicle characteristics and technology requirements are defined
based on a mid-sized sedan, which relies on grid-supplied electricity for 60% of miles-traveled
and liquid fuels for the remaining 40%.3* ICE fuel economy assumes operation in hybrid mode,
while the battery is sized for a useable all-electric range of 30 miles. Asthe levelized price per
mile of 1CE vehicle ownership increases over time (with increasing fuel cost and the introduction
of efficiency technology), the cost gap is allowed to narrow and may eventually favor adoption
of the PHEV. PHEV s are assumed to use grid-supplied electricity for the first 30 miles of travel,
beyond which they run on the existing liquid fuel supply (gasoline and gasohol blends). The
electricity sector in EPPA is modeled as a combination of generation technology mix in 2004 and
any advanced low-carbon electricity production methods that are introduced over time in response
to changing underlying prices or policy.®

In our modeling strategy we capture a single representative size class with average fuel
economy for the both the new and used vehicle fleets. The characteristics of used vehicles,
including their fuel economy, are a function of the surviving vehiclesin each year, while the new
technology is introduced largely through the sales of new vehicles. To capture the additional
investment required to reduce fuel consumption, we represent substitution between vehicle
efficiency capital and fuel that is based on an estimation of the costs of strategies for reducing fuel
consumption in vehicles.

%3pecifically, we chose as arelatively optimistic scenario the estimate from Plotkin and Singh (2009) for a PHEV 40
in 2015, which gives a markup over a conventional |CE car of US $6,000.

%4This mileage split isafunction of travel patternsin the United States and battery all-electric range, as discussed in
Karplus (2011). The mileage share driven on electricity isreferred to as the PHEV utility factor [Gonder & Simpson,
2006).

We do not model hourly pricing or separately represent base load, peaking, and shoulder generation, nor do we

represent regional differencesin the electricity mix across the United States that could affect the marginal emissions
rates for the PHEV fleet.
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10.3.3 Policy Modeling Approach
Fuel Economy Standard

To simulate the U.S. CAFE standards, we devel oped an approach consistent with
representation of technology and behavior in the model. Specifically, the FES isimplemented as a
constraint on the quantity of fuel required to produce afixed quantity of vehicle-milestraveled. It
isimplemented as an auxiliary constraint that forces the model to simulate the adoption of vehicle
technologies that achieve the target fuel consumption level at the least cost. Opportunitiesto
improve fuel economy are described by a parameter that relates cost of technology to abatement
potential, which is used to estimate the elasticity of substitution between fuel and powertrain
capital as two substitute inputs to household vehicle transport. The model also captures how total
VMT will then respond when fuel economy has been forced to high levels by the constraint, also
known as the rebound effect. The form of the utility function, the input shares, and the substitution
elasticity between vehicle and powertrain capital determines how much the marginal cost of a
mile of travel changes in response to changes in the underlying fuel requirement and vehicle
characteristics, which in turn determines the magnitude of the rebound effect.

We represent afuel economy standard that roughly follows the trgjectory for the United States
through 2022, increases the stringency linearly through 2030, and then holds constant after that, in
order to achieve a 20% reduction in petroleum-based fuel use over the period 2010 to 2050. More
detail on how the FES has been implemented in the model can be found in Karplus et al. (2013b).
The stringency of the fuel economy target is shown in Table 10.2.

Table10.2  Stringency of the fuel economy target.

Year Fuel Economy Standard

5-year average % below 2010 | UA (L/100 km) A (L/100 km) A (mpg)
20052010 0.0% 9.1 114 20.6
2010-2015 12.5% 8.0 10.0 235
2015-2020 25.0% 6.8 8.6 275
20202025 37.5% 5.7 7.1 33.0
2025-2030 50.0% 4.6 5.7 41.2
20302035 50.0% 4.6 5.7 41.2
2035-2040 50.0% 4.6 5.7 41.2
2040-2045 50.0% 4.6 5.7 41.2
2045-2050 50.0% 4.6 5.7 41.2

Note: UA — unadjusted (regulatory target), A — adjusted (on-road fuel consumption).

260




A Comprehensive Policy Approach

Renewable Fuel Standard

To simulate an RFS, we introduced a constraint in the model to require that increasing
volumes of advanced (carbon negligible) biofuels be introduced into the fuel supply through 2050.
Biofuels are represented with an incremental cost of 3.1 times the cost of petroleum-based fuel
on an energy basis [Paltsev et al., 2005]. The trajectory for the percentage of biofuelsin the fuel
supply (also on an energy basis) increases from 2015 to 2030, and achieves a cumulative reduction
in petroleum-based fuel use of 20% over the period 2010 to 2050 (Table 10.3). The standard
takes effect in 2015 to reflect the fact that currently, only near-term biofuels options with a higher
carbon footprint are available to meet the RFS. The modeled and actual RFS policies differ in an
important respect: in the model, an RFS is a percentage blend requirement, while on the books, it
isavolumetric standard. This difference is not expected to strongly affect the results of the policy
comparison.

Table10.3  Increasing percentage of biofuels required under the RFS.

5-Year Average Renewable Fuel Standard
(% blend required)

2005-2010 N/A
2010-2015 12.50%
2015-2020 16.25%
2020-2025 20.00%
2025-2030 23.75%
2030-2035 23.75%
2035-2040 23.75%
2040-2045 23.75%
2045-2050 23.75%

Gasoline tax

In the EPPA model, a gasoline tax is modeled as an ad valorem (or constant percentage)
tax that isimplemented starting in 2010 and held constant through 2050. Given an underlying set
of technology cost and behavioral parametersin the model, we iterate on levels of the tax until the
targeted 20% reduction in cumul ative petroleum-based fuel use is achieved. Under a scenario in
which advanced biofuels are not available, the tax required to achieve the 20% reduction is 75 cents
per dollar.®® (With biofuels available at the 3.1 cost markup described above, the tax required in
only 45 cents per dollar, because in later periods the tax incentivizes significant adoption of biofuels
that displace a substantial fraction of petroleum-based fuel).

%The pretax price in 2004 is $2.23/gallon. All pricesin the model are indexed to the 2004 price, and change over time
in response to changes in underlying market conditions, including the direct and indirect impacts of policies.
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10.4 Results

The results of the policy comparison show that the gas tax imposes the lowest total cost on
the economy of the three policies, corresponding to the fact that it incentivizes broader changesin
fuel economy, fuel type, and travel demand. The gas tax is significantly less costly than either the
FES or the RFS. For the reduction paths assumed, afuel economy is somewhat |ess costly than an
RFS, but this also depends on the timing of reductions. Here we simulate policies that are as close
as possible to current target trajectories through 2030 and also achieve a 20% cumulative reduction
in CO, emissions. Under a different reduction trgjectory that also achieved the same 20% emissions
reduction, the cost ordering of these two policies could flip.

While the results do not represent predictions, they do provide insight into the relative cost
of different policies and the source of the advantages and disadvantages of each. Table 10.4 shows
the consequences of each instrument in amodel that captures arange of real-world responses
expected within the passenger vehicle transport system. For example, a gas tax has a modest
effect on fuel economy of existing |CE vehicles. It aso creates incentives to increase the share of
PHEV milesin total miles driven. Finally, and perhaps most importantly, the penalty scales with
miles of travel and thus results in the largest decrease in miles traveled in new and used vehicles
of any policy by 2030 (-0.36%). With a price signal in place, this response reflects the optimal
combination of fuel efficiency investment, reduced driving, and alternative fuel vehicle adoption,
given the assumed costs of the various options available.

Table10.4  Summary of forecasted travel demand and technology response under policies.
Scenario AVMT | New ICE Fue | New | CE Fuel % PHEV % PHEV Cost Loss (%)
in 2030 Cons. 2030 Cons. 2050 | in New VMT |[in New VMT | ($billion/year | Relativeto
(L/200 km) (L/100 km) 2030 2050 USD 2004) | Reference
Reference N.A. 10.2 9.6 0% 14% N.A. N.A.
Gas Tax -0.36% 8.9 7.2 19% 46% 1.7 0.03%
gt”ai Goo0MY 401396 72 8.4 14% 45% 10 0.20%
El?;egtﬁ'gar 4 | -022% 9.8 9.1 6.1% 26% 13 0.26%

In similar fashion, the ssmulated changes in the vehicle system help to explain why costs are
projected to be much higher under an FEC or RFS. One reason is that both policies target a smaller
set of responses—an FES must achieve the 20% cumulative reduction solely by reducing the per-
mile petroleum-based fuel requirement, while an RFS must act solely by adding biofuels to the
fuel supply. Indeed, an FES reduces new vehicle fuel consumption per mile far more than the other
policies, and the PHEV also plays a significant role by 2050.3” Furthermore, by reducing the per-
mile fuel cost as aresult of on-road vehicle efficiency improvements, an FES actually encourages a
modest increase in driving, rather than areduction.

$’Even though the percentage of milesdrivenin aPHEV islower in the FES case relative to the tax case,
the absolute number of miles drivenin a PHEV is higher because miles traveled are higher overall.
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In al policy scenarios, targeting petroleum-based fuel usein LDVsonly (or CO, emissions
from LDVsonly), resulted in the displacement of fuel use and associated CO, emissions to other
sectors, as shown in Table 10.5. Both an FES and an RES induce this displacement through high-
cost mandates, which puts a visible burden on the overall economy and resultsin reductions in
fuel demand across the board. Use of petroleum-based fuel also increases in non-covered sectors.
Meanwhile, in the case of a gastax, the cost differential between using petroleum-based fuel in
LDVsand in other sectorsislarger, leading to a larger overall leakage effect, which shows up in
alower reduction in CO, emissions under the tax case, relative to either the FES or RFS cases.
Indeed, a 20% cumulative reduction in LDV petroleum-based fuel use does not trandate into
aproportional reduction in national petroleum demand, as petroleum demand by other sectors
(freight, household heating) increases and offsets this reduction.

Table10.5  Tota impact of policies on fuel use, CO, emissions, and cost.

Palicy A Emissions A Cost Cumulative | Cumulative Loss (%)
(mmt) (billionslyear, Fuel Emissions Relativeto
DR =4%) Reduction | Reduction (%) | Reference
from LDVs
(%)
FES -16000 10 -20% -4.4% 0.20%
RFS -16300 13 -20% -4.5% 0.26%
Tax — No Biofuels -12100 0.70 -20% -3.3% 0.03%

Asafinal exercise, we consider what happens when RFSs and FESs are combined, which
is currently the case in the United States. We find that the modeled impact of combining the two
standardsis not strictly linear—instead, the simulated reduction is only 32%—while the cost is
almost equal to the cost of each policy individually as seenin Table 10.6. Thisisin part afunction
of the fact that fuel economy improvements result in areduction in total fuel demand, which means
that alower volume of biofuelsis required to meet the RFS. However, compliance with an FESis
not made easier by the presence of an RFS. Only the RFSis dlightly easier to meet because of the
FES, given the lower volumes of biofuels required. However, it should be noted that in reality the
RFSis avolumetric standard, which means that the volume of biofuels required will not change
with the stringency of the fuel economy standard. It may make compliance even more costly and
difficult because of the need to introduce vehicles compatible with the required higher biofuels
blends needed to absorb the volumetric requirement. This interaction underscores the importance
of conducting policy impact assessments under the assumption that existing or proposed policies
are also having an effect on fundamental properties (price, quantity) of the commodity or
environmental externality they are trying to target.
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Table10.6  Total impact of combining an FES and RFS on fuel use, CO, emissions, and cost.

Scenario Gasoline CO, Consumption | % Change| Cumulative Loss (%)
Use (billion | Emissions | (billion USD/ | Gasoline Emissions Relativeto
gallonglyear) | (Mt/year) year)* Reduction (%) | Reference

Reference

e e 138 7,300 14,120 N/A N/A N/A

RFS + FES -44 -520 21 -32% -7.1% -0.41%

10.5 Conclusions

The modeling analysis performed in this work investigated three transport-specific energy
policies. The objective of this analysis was to evaluate the costs of different policies and the
impacts on technology, passenger vehicle gasoline use, and GHG emissions. Two important lessons
emerge. First, in terms of the cost of achieving afixed percentage of cumulative reductionsin
passenger vehicle refined oil use, the RFS and FES policies are at |east six times more expensive as
agasoline tax (on adiscounted basis, and depending on whether advanced biofuels are available).
The FES and RFS are similar in cost. The analysis also showed that these policies produced very
modest GHG emissions reductions. Second, the analysis showed that combining FES and RFS
policies resultsin asmaller reduction in passenger vehicle gasoline use than the sum of reductions
under each policy implemented in isolation, while the cost of combining policiesis roughly
additive.

It isworth noting that despite its being substantially lower cost, a gas tax has proven difficult
to sell politically in the United States for many reasons [Karplus, 2013; Knittel, 2013]. Gradual but
meaningful changes that start with today’s policies and incorporate the most politically feasible
principles of cost-effective design are perhaps the best way to ensure that aggressive targets for
petroleum use and GHG emissions reductions can be achieved over the longer term. This discipline,
it is hoped, will keep U.S. policy on a path that encounters fewer political obstacles to achieving
energy security and climate goals, while encouraging a shift to more direct routes over time.

This analysis has suggested how energy-economic models can be helpful in comparing
policy options on the basis of technological or behavioral requirements as well as economic
impacts. Models currently used within the transport energy and environmental policy community
to evaluate the impacts of policiestypically do not take consumer preferences into account when
forecasting policy compliance scenarios. These models often include considerable detail in their
representation of the vehicle fleet, options for technologica improvement, and the process of
fleet turnover. They are applied to forecast the gasoline use and GHG emissions impacts of the
introduction of new vehicle technologies, based on aview informed by both government and
industry of what could be reasonably achieved. The model developed for this analysisincludes
important features of these relationships and further introduces economic logic. The method of
calculating policy cost considers adjustments across the entire economy, and can be applied to
consider interactions with policies imposed on the same or related sectors. Policy makers could
usefully compare the aggregate policy cost estimates from fleet accounting approaches with those
that emerge from economy-wide computable general equilibrium models that include a detailed
representation of the passenger vehicle fleet to identify the sources of discrepancies as a step to
improving on both approaches.
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11.0 Findings and Recommendations

11.1 Summary of Major Findings

Thisreport consists of a set of chapters, based on our group’s research over the past five
or so years. Each chapter is effectively an essay that reviews major stepsin the overall task of
achieving major reductionsin light-duty vehicle (LDV) energy consumption and greenhouse gas
(GHG) emissions. Our group’s focus has been on LDV s because they are the largest portion of
our total transportation emissions in the United States, and thus have the greatest impact. Outside
the United States, LDV's account for alarge and growing fraction of transportation emissionsin
many nations. In thisfinal report chapter, we highlight the key findings identified by the research
described in each of the report’sindividual chapters. From these findings, we draw our conclusions
and recommendations.

There are many options available for reducing the fuel, energy, and GHG emissions
impacts of LDV's. As our understanding of these options improves, our ability to better prioritize
their usefulness in moving toward significantly reduced impacts increases. We should continue
to adopt policies to reduce transportation energy demand and emissions, while using our
evolving information base to assess and reassess which options have the greatest leverage.
While recommendations like ours can never be “proven” and will always be subject to some
disagreement, the sequence of topics we have analyzed here constitutes, in our judgment, avalid
basis for identifying pathways that are likely to have the greatest benefit. Achieving our overall
goal—reducing fleet fuel and energy consumption and GHGs by three-quarters or more—will be
extremely challenging. All of usinvolved in studying the ways in which we can move toward that
goa have aresponsibility to provide ever more useful and focused advice.

Here, we first summarize our major findings. Theinitial two chapters of this report
develop the context within which our sequence of topics (which draw on a dozen or so individual
research projects) are examined. The subsequent chapters then focus on this sequence of topics:
the various technology options and their characteristics; vehicle weight and size reduction; vehicle
performance, fuel consumption, weight trade-offs; fuel and alternative energy source opportunities;
the diffusion rates of improved and new technologies; driver behavior and choice impacts,
extensive future scenario analysis results; and policy opportunities.

Paths Forward: We have identified three important paths forward—Iabeled improve,
conserve, transform—which are of comparable potential impact, and which should al be pursued
aggressively. Here improve means increasing the energy efficiency of propulsion system and
vehicle technologies already in substantial production, including gasoline and diesel engines,
transmissions and drivetrains, and hybrids. Improving has by far the largest and most certain
potential impact in the nearer term. Conserve refers to changes in collective and individual
behavior, such as reducing travel demand, shifting to less energy-intensive modes, and operating
vehicles more efficiently. Conserving has the potential for ongoing benefits, nearer to longer term,
across most of the in-use vehicle fleet. However, since the primary levers for change are economic
and political, achieving and sustaining significant impact is especially challenging. Transform
involves (over time) one or more major shift(s) in the energy sources used in transportation,
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from currently almost totally petroleum-based fuels (gasoline and diesel), to alternatives with
significantly lower GHG intensities than these petroleum fuels. Usually this requires major changes
in both vehicle technology and fuel supply, simultaneously. Exploring the attractive transforming
options, while it has modest near-term impacts, is essential in the longer term and demands
attention today due to the long lead times associated with these transitions.

A widely used useful framework for assessing options and progress is the identity

. , Vehicle miles Energy GHGs
GHG emissions = Person miles X : X : — X
Person miles Vehiclemile  Energy

where the GHG emissions are commonly expressed as mass CO, equivalent. The first two terms on
the right-hand side indicate the impacts of conservation: reducing the need to travel, using vehicles
more effectively, and shifting more travel to more energy-efficient modes. The third term represents
the impact of improvements in the combined vehicle and fuel system. The final term, which for

the GHG challenge is especially important, reflects the well-to-wheels GHG intensity of the fuel/
energy source used, and is generally the target of transformative efforts.

Fuel Economy and GHG Requirements. Most major countries have set fuel economy
(fuel consumption) and/or GHG emissions requirements (gCO,—often equivalent—per mile or km)
to 2020 or 2025, often with studies in progress to extend such requirements beyond 2025. Details
such astest cycle used can differ country to country, making comparisons challenging. With efforts
to adjust for these differences, current light-duty vehicle GHG requirements/level s range between
about 110 g tailpipe CO,/km (for Japan) to 175 g (U.S.), duein large part to different average LDV
size and weight. By 2025, the targets converge some, to about 80 to 100 g tailpipe CO,/km. The
annual rates of decrease in these CO, requirements vary between about 2%/year (India) to close to
4% (U.S. and Europe) * These higher values are especially aggressive relative to historical rates of
improvement reported here and in prior investigations.

The well-publicized light-duty vehicle U.S. 2025 fuel economy targets (Corporate Average
Fuel Economy or CAFE) of 54.5 mpg (on the CAFE test cycle, which are some 20% higher than
on-road values) relative to LDV s of today of close to 28 mpg (CAFE test values) would require a
5% per year reduction. This, however, isa“nomina value’: the 2025 CAFE target comes down to
about 44 mpg (4% per year) after allowing for various credits—still a maor challenge. Our studies
of the feasibility of meeting these 2025 mid-40s mpg CAFE targets using available technology
indicate that thisis unlikely without some pullback in other vehicle attributes such as acceleration
performance, though major improvements in fuel economy/consumption will still be realized. This
discussion indicates that the required 2017 review of the 2025 CAFE standards, and the inherent
complexity in the relevant mpg numbers, and what constitutes compliance, comprise a major
public-education and communication challenge for both government regulators and auto companies.

%These are tank-to-wheel requirements, not well-to-wheels. For petroleum-based fuels the well-to-tank component is
relatively modest, some 15%—20%. For several of the alternative energy carriers, such as hydrogen and electricity, the
well-to-tank component is dominant.
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Powertrain, Vehicle, and Energy Options. Chapter 3 reviewed the more promising
options and summarized their current fuel consumption and GHG emissions characteristics, costs,
and the expected improvements through 2050. These options include: spark-ignition engines
(naturally-aspirated and turbocharged, NA-SI and TCSI); hybrid electric vehicle (HEV); plug-in
hybrids (PHEV); fuel cell hybrids, and hydrogen, possibly as a plug-in with electricity recharging
aswell (FCHEV); battery electric vehicles (BEV); and spark-ignition engines using natural gas
(NG). Figure 11.1 (aso Figure 3.3) shows the fuel consumption of average vehicles with these
various propulsion systems, where their liters/100 km values have been normalized to the current
average value of a standard NA-SI gasoline engine vehicle.® This relative fuel consumption
includes both propulsion system improvements and vehicle resistance (weight, aerodynamic drag,
and tirerolling resistance) reductions over time. Note the factor-of-two reductions anticipated
in this “realistic yet aggressive” scenario for each propulsion system, and the relative ranking
of several promising propulsion systems in vehicles. Progress will be made by both steadily
improving each propulsion system and by shifting increasing fractions of the sales mix each year to
the more efficient alternatives.

Figure 11.1 shows tank-to-wheel assessments of vehicle energy consumption. The important
next question is the comparative GHG emissions on awell-to-wheels basis. Table 11.1 (also Table 3.6)
summarizes these characteristics for the different propulsion systems in an average new car, both
absolute values in gCO, equivaent/km and relative to the standard NA-SI vehicle, in 2030. Ranges
are given for non-petroleum fuels because GHG emissions intensity (gCO, equivalent per MJ of
energy) depends on how the hydrogen or electricity is produced and distributed. For example, it
is anticipated that the coal-generated electricity supply will decrease, the natural-gas el ectricity
share will increase, as will renewable electricity generation (wind and solar), and also nuclear, but
the rates of such changes are unclear. In the right-hand column in Table 11.1, the relative emission
rates are significantly lower than those from the most efficient petroleum-based fueled engines only
when the source of electricity or hydrogen is especialy clean. Unless or until the supply systems
for electricity and hydrogen are cleaned up, the propulsion system and energy optionslisted in
Table 11.1 are unlikely to provide markedly lower emitting alternatives than will mainstream
technologies. Whether this will happen by 2030, or even 2050, is far from assured, and warrants
additional policy attention.

%9The model years of “current vehicles’ usually changed between our individual studies since they were done at
somewhat different times. The range was 2009-2013: changes in vehicle characteristics over this period are modest.
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Figure1l.l Averageon-road fuel consumptions (tank to wheels) of the different propulsion
systems in an average light-duty vehicle: 2010, 2030, and 2050. Includes vehicle
weight reduction: at constant acceleration capability. Values normalized to
standard naturally-aspirated gasoline engine vehicle.

One of our specific findings on the use of electricity in transportation is that, without
additional technological breakthroughs, pure BEVs are likely to be limited to modest sales
volumes. One major reason is the long recharging time for this technology, which better vehicle
batteries will not significantly reduce. Drivers are accustomed to refueling gasoline vehicles for
more than 400 miles of travel in about five minutes. Gasoline refueling occurs at arate of chemical
energy transfer through the pump outlet of about 10 MW. For the equivalent recharging rate
(400 miles of rangein five minutes) 2-3 MW of electrical power would be required.® This power
reguirement is more than an order of magnitude higher than even the fastest (Level 3) charging
stations (~100 kW). Even if the associated battery cooling and durability challenges could be
overcome, rapidly switching on 2-3 MW of charging power would place significant demands
on the electricity distribution system: equivalent to the average power demand of more than
2,000 homes or 1 million square feet of commercial building space.

Therefore, BEV's, in our judgment, are unlikely to replace very many gasoline-fueled cars
in the near- to mid-term, due to the combination of challenges from battery capacity, cost, driving
range, and the practical constraints on recharging times. In contrast, PHEV's can get by with
smaller, less expensive battery packs, and do not require rapid recharging. With the engine and

“The electric charging power is less than gasoline or diesel’s chemical energy flow because the electrical energy
required per mile of travel is about one-quarter of the gasoline (chemical) energy required per mile.
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electric motor/battery pack combination of a PHEV, flexibility is built in and overnight recharging
plus opportunistic recharging (at work, while shopping, etc.) should allow 60%—70% of miles
traveled to be powered by electricity. PHEV s offer most of the benefits of BEV s without the large,
expensive batteries or the need for fast recharging. Thus, evolving successful market-appealing
PHEV technology appears to be the more promising path for increasing electricity’s share of
transportation energy consumption.

Table11.1  Well-to-Wheels GHG Emissions Data: Average New U.S. Car in 2030

Vehicle Propulsion System/fuel gCO.e/km CO,/km Ratio
Gasoline NA-S| 213 1.00
Turbo Sl Gasoline 191 0.90
Diesel 194 0.91
HEV 133 0.62
PHEV (10)—(30)2 103-77 0.48-0.36
FCEV® 150-74 0.70-0.35
BEV® 87-47 0.41-0.22
Natural gas NA-S| 169 0.79
Ethanol NA-SI¢ 167-80 0.78-0.40

aDependent on the % miles electrical and electrical supply system
bFCEV—Lower number with Clean H, (with carbon capture and sequestration)
°Dependent on the CO, intensity of electricity

dDependent on biomass GHG intensity

Substantial vehicle weight reduction now looks to be one of the important paths forward,
as discussed in Chapter 4. It can be achieved in a number of ways: substitution of lighter weight
(per unit strength) materials, such as aluminum for steel; vehicle and component design for lower
weight and secondary weight savings; and reducing vehicle overall size. These weight reductions
are additive, and are already in progress. An example is the 2015 Ford F-150 pickup truck (the best-
selling vehicle in America at some 650,000 units/year) which is 700 Ib (320 kg) lighter than the
(2014) modelsit replaces which weighed (depending on the model) 4,800-6,200 Ib (2,200-2,800
kg). In this example, vehicle weight was reduced by about 13% in asingle redesign cycle.

Weight reduction has a high priority because its implementation is well understood and,
with high-strength steel and aluminum, it can be readily implemented. But it is no panacea and
incurs significant increases in vehicle cost. We anticipate that the average U.S. LDV has atotal
weight reduction potential of 30 plus percent (through material substitution, vehicle redesign, and
downsizing) over the next 20-30 years (see Chapter 4). Given that a 10% reduction in weight in
conventional vehicles resultsin a 6%—7% reduction in fuel consumption, this could correspond to a
20 plus percent fuel consumption benefit.** The potential for further weight reductions beyond these

“Note that production of aluminum is highly electricity intensive: thus to realize a corresponding GHG emission
reduction though aluminum use requires both alow GHG emitting electricity supply system, and effective aluminum
recycling.
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levelsis unclear, though the growing use of carbon-reinforced composite materials (lighter still than
metals, but limited at present to high-end niche models) represents encouraging progress.

The trade-off between vehicle acceleration performance and fuel consumption should not be
discounted. The evolving fuel consumption numbersin Figure 11.1 include steady improvements
in powertrain efficiency, vehicle weight, and drag and tire resistance reduction, but assume constant
vehicle acceleration performance. The seemingly inexorable escalation of vehicle acceleration
capability over time (incrementally modest but cumulatively large) will likely reduce the fuel
consumption benefits shown in the figure, and thus the GHG emissions reductions (see Chapter 5).
Extrapolating the historical trend of decreasing 0—-60 mph (0—97 km/hr) acceleration times,
a steady increase in power/weight ratios and accel eration capabilities should be expected. From
now to 2030, we anticipate a 10% decrease by 2030 in 0-60 mph accel eration times (from the
current average of 8.1 sec to 7.2 sec) and to about 6.4 sec by 2050.%? These represent 10% and 20%
decreases relative to current practice. With a sensitivity of a0.44% increasein fuel consumption
per 1% decrease in acceleration time (see Chapter 5) these scale to about 5% and 9% worse average
vehicle fuel consumption levelsin 2030 and 2050, respectively. These fuel consumption losses
are not negligible, and the historical record suggests that slowing or reversing this trend would be
challenging.

Fuelsand Energy Sources. Fuels are amajor component of our energy and GHG
challenge, and are proving to be an especially difficult areain which to make progress. In the
aternative fuels arenait is not an exaggeration to say, “Wereally don’t yet know where we are
going.” Accepting thisreality has significant policy implications, pointing strongly toward a
strategy focused on developing and maintaining an appropriately broad portfolio of options.

As Chapter 6 spells out, the problems with alternative fuels and energy include both
fundamental technical challenges, and significant uncertainties in identifying the most promising
alternatives. At the simpler end of the spectrum are improvementsin fuels' “cleanliness,” such as
reductions in the concentrations of catalyst poisons such as sulfur. While the steadily improving
technology paths are reasonably clear and well-defined, evaluating the overall benefitsis
challenging enough. More complicated are studies like ours focusing (in Chapter 9) on the impact
of increasing the octane of the “ standard” gasoline used in the United States from aresearch
octane number (RON) of 91 (regular gasoline) to 98 (premium)*. Such a change could reduce
in-use fleet fuel use by 3%—4.5% in 2040, and 5%—8% reduction in 2050, by enabling automabile
manufacturers to increase gasoline engine compression ratios. However, a key assumption is that
the refinery energy penalty associated with producing this new gasoline is minimized by relying
on ethanol as the key to increased octane ratings [Chow and Heywood, 2014; Speth et al., 2014].
Most complicated and uncertain are aternative fuels such as electricity, hydrogen, and biofuels.
The prospects for, and potential impacts of, these fuels are sensitive to consumer acceptance and
to interactions with other economic sectors (agriculture, chemicals, electric power generation, etc.).

42Both of these are extrapolations of the average acceleration time data in Figure 3.4. Therefore, they should be viewed
asindicative of the ongoing trend and not as “tight numbers.”

4The current sales volume ratio is 90% regular, 10% premium. This proposal would, over 25 years or o, reverse these
numbers to 90% premium.
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Expectations for the use of biofuels in transportation have cooled recently for several reasons:

1. Progressin the development of cost-effective technology to convert more sustainable
biomass feedstocks into fuels that can be utilized within the existing fuel supply and
distribution system has not met expectations.

2. Biomassisadistributed low-intensity (energy per unit land area) source of chemical
energy limited to certain regions of the United States. Thus, its cultivation, processing
into fuels, and distribution, especialy at large scale, each pose major challenges.

3. When the GHG emissions that result from biomass cultivation and crop turnover
(an emissions component that now appears to be substantial) are included in
assessments, biofuels such as ethanol do not appear to be significantly better than
petroleum-based fuels.

One positive opportunity isthat current corn ethanol could be more effectively used to take
advantage of its high-octane rating. This would expand its relative role and volume, moderately
allowing it to become a useful component in our fuel system, even asit seems unlikely to become
amajor base source of transportation fuel.

The situation with fuel cells and hydrogen, a parallel non-petroleum-based path forward,
is different. The propulsion system technology is moving forward faster than is our strategic
vision of a hydrogen supply and distribution system. With a hybrid (and maybe, plug-in hybrid)
architecture, this fuel-cell-based propulsion system is very energy efficient, but the production of
hydrogen is not. So in energy conversion terms, the GHG emissions from this path are not much
better than with our dominant petroleum-based approach (see Table 11.1). Nevertheless, hydrogen,
like electricity, does at |east address the challenge posed by hundreds of millions of dispersed GHG
emissions sources. Subsequently, the key barriers to significant GHG emissions reductions are the
need for low GHG-emitting hydrogen production approaches, convincing strategies for growing
fuel cell vehicle sales volumes and growing hydrogen distribution and refueling infrastructure, so as
to pull salesincreases rather than holding back the expansion of this potentially promising vehicle
propulsion technology. The major pieces of this hydrogen supply barrier are being aggressively
studied: but so far, a convincing overall strategic plan and how itsinstallation would be funded, has
yet to be proposed. However, the fuel cell hybrid vehicle, fueled with hydrogen, is the new vehicle
technology option most favored (and most invested in) by the major auto companies.

A recently revived alternative energy option for transportation is natural gas. Natural gas
vehicles are used at modest volumes (up to 10%) in afew countries where the lower cost of natural
gas (due, for instance, to proximity to supply and in some cases augmented by low fuel taxes)
makes it economically attractive. However, on aworldwide scale, itsusein LDVsissmall. Itis
an “inconvenient” fuel: on-board storage as a high-pressure gas, compression before refueling,
time required and complexity of refueling, leakage of methane (a potent GHG), reduced engine
power, only modest CO, emission benefit (see Table 11.1), cost of gasoline vehicle conversion, NG
refueling infrastructure. Thus, broad public use for private vehiclesis unlikely. Natural gasis more
likely to be used in local fleets where the economics are significantly more favorable. Such a step
can be | eft to the market.
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Potential for Conservation: Substantial opportunities exist to reduce petroleum
consumption and emissions by modifying the decisions of travelers about where and how they
travel, how they drive their vehicles and, with PHEV's, when and where they recharge them (see
Chapter 8). Though we have not, to date, examined in detail the potential benefits of the many areas
in which travel demand could be cut, our assessment of the literature on this topic suggests that,
through 2050, VMT could be cut by up to 15% by appropriately pricing travel and shifting travelers
to alternative transportation modes (see Cambridge Systematics, Moving Cooler, 2009). From one
of our detailed studies on the demand side, we conclude that operating LDV s less aggressively
could cut energy consumption per mile by 5%—-10%. Also, in another study of user behavior with
PHEV s, increasing the frequency of recharging could potentially double the amount of petroleum
that is displaced by electricity, holding PHEV battery size constant. There appear to be several
different demand reduction opportunities.

Fleet Scenario Analysis Studies: Many of our individual projects have used scenario
analysisto explore our options for reducing the in-use petroleum and energy consumption, and
GHG emissions, from LDVs. Our studies have used a fleet model of the in-use LDV fleet which
follows the evolution of the various types of LDVsin actual usein agiven country, through
the vehicle sales mix and volume, and scrappage mix and volume, over time, out to 2050. The
assumptions underlying each scenario are developed through the analysis of existing data,
projections by ourselves and others, and judgment. Each study addresses specific well-defined
questions, usually by comparing two or more different scenario versions developed for that
purpose. These scenarios pull together information from all of the key areas summarized above
(and discussed in detail in Chapters 3,4, 5, and 6): operating characteristics of the different
propulsion systemsin different vehicle types; vehicle weight reduction; the performance/fuel
consumption trade-off; fuels and energy sources and their GHG emissions intensities; in-use
vehicle fleet size and mileage driven; and sales mix by propulsion system and vehicle type. These
scenarios have focused on the United States, Europe, Japan, and China. The key factors that
influence the reductions in fuel, energy, and GHG emissions are growth in the in-use vehicle stock,
annual mileage traveled, and changes in vehicle fuel consumption. In scenarios in which aternative
vehicle sales become substantial, the sales fractions of these vehicles and the emissions-intensities
of their fuels also become important.

The key findings from our scenario analyses include:

1. Stock growth isthe most important worsening factor. In the different major world
regions, China's growth rates are currently by far the highest, U.S. growth is moderate
and, in Europe, growth in private vehicle passenger travel is small. Japan has slightly
negative growth.

2. Improvements in mainstream engines and transmissions, and in vehicle technology
through reducing weight, and aerodynamic drag and tire resistances, provide the largest
fuel consumption and GHG emissions reductions for the next 20-plus years.
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3. The dternative propulsion system vehicles (HEVs, PHEVs, BEV's, and FCHEVs) could
by 2030 have increased to some 20% of the new vehicle sales mix (likely dominated by
HEVsand PHEVs). However, with a 15-year average lifetime for vehiclesin use in the
vehicle stock, the fleet mix (which determines the fuel and GHG impacts) lags the sales
mix by 5 to 10 years and would be about half that level. Since aternative technologies
start from low sales volumes, they take much longer than mainstream technologies do to
have significant impact.

4. Asaconsequence, the impact of alternative energy sources such as electricity and
hydrogen, even going out 30 years or so, is modest, even if we assume that these
alternative energy sources are attractive in the marketplace, and do become steadily
“greener and cleaner” with ever-reducing GHG emissions intensity factors, as they must.

Policy options: In the policy arena, the work reported in Chapter 10 clearly indicates the
economic efficiency advantage of market-based approaches such as cap and trade, introducing a
broad carbon tax, and/or increasing fuel taxes. These approaches are more economically efficient,
reducing the overall costs of achieving a given level of emissions reduction. It isless clear whether
they will be politically feasible to the same extent as the Federal (and California) fuel economy and
GHG standards that require auto manufacturers individually to meet sales-weighted mpg targets.
Empirical evidence suggests that such regulations are easier to implement than are broader tax-
based approaches. Nonetheless, work in this policy areaindicates that “forcing the pace” through
taxes or requirements is necessary to achieve rapid enough improvement in fuel consumption/fuel
economy to offset the fleet growth factors, and force fleet fuel consumption and GHG emissions
downward at a significant rate. A 2% per year reduction would decrease fleet GHG emissionsin
the United States from its current level to half that by 2050: 4% per year would bring emissions to
one-quarter of today’s level. The work summarized in this report suggests that the former objective
(halving fuel consumption and GHG emissions by 2050) is plausible, though ambitious. The latter
target (reducing these emissions to one-quarter) is definitely avery optimistic and challenging goal.

Summary: All these chapters support our overall description with improving mainstream
technology as the path forward which has the greatest nearer-term impact on fuel use and GHG
emissions. Even with these more immediate technology-improving opportunities, the time scales
to major fleet penetration (e.g., 30%) into the in-use LDV fleet are long. For the aternative
technologies, the time to impact is even longer. Table 11.2 lays out these time scales to impact
through the essential stepsinvolved. (Since each of these steps overlap, the total time to impact
is less than the sum of the sequential steps.) Radical shiftsin vehicle technology, in such alarge
system as the in-use vehicle fleet, will only gain major market share if the new technology vehicles
are market competitive and successful, and production capacity is built up.
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Table11.2  Estimated time scales for alternative propulsion system technology

Vehicle Technology

I mplementation Gasoline High Speed Gasoline Gasoline Fuel Cell Hybrid
Stage Direct Injection Diesel with Engine/Battery- | Engine/Battery- | with Onboard

Turbocharged | Particulate Trap, | Motor Hybrid Motor Plug-In Hydrogen

NO, Catalyst Hybrid Storage

Market competitive now 0-2 years 0-3 years 3-8 years ~ 10 years
vehicle
Penetration across ~ 10 years (++) ~15years(-) ~15years (+) ~15years(+) |~ 15-25years(0)
new vehicle
production
Major fleet ~ 10 years 10-15 years 10-15 years ~15years ~ 20 years
penetration
Total time 1520 years 25 years 25 years ~30years 40-50 years
required

(++) Very likely; (+) Likely; (0) Unclear; (=) Unlikely
[Source: Bandivadekar et a., On the Road in 2035 (2008)]

Our reference scenarios in the various major world regions incorporate changesin
propulsion system and vehicle technology and energy sources, through the new vehicle sales mix.
The assumed evolving U.S. new light-duty vehicle market in percent sales by powertrain out to
2050 is shown in Figure 11.2. Based on various inputs, it shows electrified vehicles (BEV's, PHEV,
FCEVs, and HEV s) growing from about 8% of salesin 2015 to 40% in 2050. Hybrids—HEV s and
PHEVs—strongly lead this trend. Mainstream internal combustion enginesimprove, their sales mix
diversifies, and they become significantly more efficient (see Figure 11.1). BEV's grow modestly.
Fuel cells, with their need for hydrogen refueling infrastructure, either remain small or could grow
more rapidly: i.e., their sales volume could remain small at the exploratory prototype stage, or be
some twice the 6 or so percent shown if this technology proves attractive and the hydrogen supply
and distribution systems develop rapidly. These are, of course, projections that are subject to the
many uncertainties we have identified above.

In parallel with improvements in mainstream technologies, we should be incul cating
lifestyle and behavioral changes that will conserve energy and reduce petroleum consumption in
transportation. For example, less aggressive driving habits could reduce per-mile fuel consumption
by 5%—10% in the near term, while shifting land use patterns and promoting alternative travel
modes could cut local VMT by up to 15% by 2050. Introducing alternative powertrain technologies
also creates new opportunities for conservation. Changing driving and charging patterns can lead
to widely varying levels of petroleum savings even for the same PHEV design. While technology
can facilitate some of these changes, they also require effective policiesto stimulate conservation
behaviors by millions of individual travelers.
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Future Sales by Engine Type
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Figure1l.2 Evolving U.S. new LDV market: percent sales by powertrain type out to 2050.
Other major regions likely to have similar evolution: diesel in Europe currently
about 50% of the ICE sales, but that fraction is slowly decreasing.

Going beyond improvements in conventional technologies and conservation measures,
along-term transformation of the transportation energy system to one or more aternative fuels
and energy sources is the ultimate piece of the puzzle of reducing petroleum consumption and
GHG emissions. Today, it is possible to identify a number of potential alternative fuels, including
electricity, hydrogen, biofuels, and natural gas. However, it isnot yet clear that any one of these can
fully assume the dominant position that petroleum has held as the preferred transportation energy
source for the past century. More research, development, and demonstration studies are needed to
lay the foundation for such along-term transformation.
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11.2 Recommendations

We end this report by making a set of recommendations. We do this to focus the extensive
discussions and findings contained in each chapter of this report into five specific areas. Each one
combines our major findings with our judgments as to “what needs to be done.”

Six years ago, our group published An Action Plan for Cars (2009), which laid out
aportfolio of policiesthat we concluded was needed to achieve significant reductionsin U.S.
petroleum consumption and GHG emissions from light-duty vehicles. That proposed planis
still relevant today. Only parts of our proposed set of “actions’ have moved forward, and the
Intergovernmental Panel on Climate Change’s most recent report (IPCC, 2014) has stressed the
urgency of taking actions that achieve real and substantial reductionsin GHG emissions. Thus,
that coordinated action plan for light-duty vehicles and the fuelsthey use is especially relevant now,
and it isthe basis for several of the recommendations we propose here.

1. Sinceimproving the fuel consumption of mainstream technology vehicles (I CEs,
multi-gear efficient transmissions, reducing vehicle weight, etc.) isthe primary
nearer-term opportunity for reducing fuel use and GHG emissions, mar ket-based
incentives should be implemented to support the CAFE LDV requirements.

The current CAFE requirements out to 2025 are already pulling improved and new
technologies into mainstream and hybrid LDV powertrains, and initiating a substantial vehicle
weight reduction effort. Since improving mainstream technology is the largest impact option for
reducing LDV fuel consumption and GHG emissions over the next couple of decades, we should
implement complementary market-based policies that would encourage the purchase and more
effective use of vehicles with incrementally lower emissions. A “feebate” incentive system should
be implemented to encourage consumers to place greater emphasis on fuel consumption in their
vehicle purchase decisions, by providing rebates on the purchase of lower energy-consuming
vehicles and assessing fees on higher-consuming vehicles. The fee or rebate amount, and the fuel
economy level at which rebates change to fees, can be adjusted over time to keep the net overall
cost impact small and continue to reduce fuel consumption. The range of fees/rebates could be
up to some +/— $2,000.# We already have arebate system in effect for alternative vehicles (tax
deductions for purchases of electrified and fuel cell vehicles) of substantial magnitude. Applying
feebates to all types of vehicles—mainstream and alternative—would achieve larger reductions
and encourage alternative vehicle sales.

“France, other European countries and Chile, have implemented such policies, and these have shifted the sales mix
to achieve useful reductions in vehicle sales-mix fuel consumption.
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A second strategy isto index the current fuel tax (at Federal and State levels) to the
consumer price index and then raise that tax on gasoline, diesel, and maybe ethanol fuels. Today,
the combined State and Federal fuel tax is about 50¢ per gallon, and while “raising taxes” isa
challenging and unpopular objective, current discussions and actions show modest progress.*

One primary objective of both indexing and also increasing the fuel tax isto generate the resources
needed to maintain and improve our nation’s road infrastructure, in the past largely done through
the Highway Trust Fund which, due to shrinking fuel sales tax revenue (due to inflation and higher
vehicle fuel economy) isamost out of funds. It would also offset the impact of steadily improving
fuel economy, and reduce the likely rebound effect.

In our An Action Plan for Cars, we suggested that the fuel tax increase be in the range
of 10¢/gallon per year, for 10 years. With current gasoline prices around $3 per gallon, 10¢ isa
3% nominal increase, and less after adjusting for inflation. The annual improvement in vehicle mpg
is expected, over the next decade or so, to match that percentage, and thus the fuel cost per mile
would be essentially unchanged. The overall objective hereisto keep the cost of driving essentially
constant assuming other factors than fuel remain unchanged, and to provide the resources needed to
bring the state of our roads back to where they were (basic maintenance has been under-funded for
decades), and then provide for needed improvements. Clearly delineating this underlying message
will be essential to any substantial progress on this fuel tax/road infrastructure maintenance and
improvement issue. While most recent attempts to raise taxes on transportation fuels have not
been successful, incentives that prompt the purchase of more fuel efficient vehicles and encourage
conservation in our use of these vehicles are a necessary part of a strategy to reduce GHG
emissions on an urgent basis. Again, decreasing vehicle fuel consumption at the ongoing rate that
we have estimated is technically feasible, and would significantly offset such fuel tax increases.
Also, reductions in other taxes that would benefit the lower end of the income distribution could be
implemented to make such increasesin fuel tax less onerous to those likely to be impacted most.

#In Massachusetts, recent legislation has indexed the current state sales tax (24¢/gallon) to the Consumer Price Index
(CPI), as have several other states. This would maintain the income that comes from the state fuel tax essentially
constant (in constant dollars) rather than have it effectively decrease, year by year, if it remains at 24¢/gallon.
However, Massachusetts' voters recently rescinded this regulation through a referendum.
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2. The CAFE standard targetsfor LDVsleading up to the 2025 model year need to
be clarified in real-world terms. The normally quoted number of 54.5 miles per
gallon isnot what most new car buyers should expect to achievein 2025. While
knowledgeable professionalsin this area under stand this complexity, the broader
public and most journalists do not. The responsible gover nment agencies (U.S.
Environmental Protection Agency, Department of Transportation, and the National
Highway Transportation Safety Administration) need to addressthis misleading
situation in order to maintain the public’s confidence as 2025 appr oaches.

The widely quoted fuel economy target of 54.5 mpg in 2025 is a much higher number than
what consumers, on average, can expect to achieve in new vehiclesin 2025. It is atarget, based on
specific test cycle numbers for new model vehicles that must first be adjusted for various credits
that reduce its value to the upper 40s in test-cycle mpg. Real-world fuel economy is then estimated
by reducing these numbers by approximately 20% to an on-road value of about 38 mpg. Thisis
close to twice current new vehicle on-road fuel economy: a substantial achievement that would
indicate real progressis being made. Nevertheless, the 54.5 mpg target makes the 2025 standards
sound more challenging than they actually are. At the same time, repetition of this target may lead
to disillusionment with the CAFE program when real-world performance fails to match the touted
numbers.

There are additional complexities beyond those described above. BEV's, PHEVs, and
FCEV s receive special treatment. CAFE is assessed on petroleum-based fuel consumption, tank-
to-wheels, which for these technologies is assumed to be close to zero. However, for estimating
progress on GHG emissions, the GHGs emitted in the production of aternative fuels (which nearer-
term are going to be substantial) need to be included, as do petroleum-based fuel supply emissions
(some 15 or so percent of the in-use emissions with gasoline and diesel fuels).

This problem of upstream emissionsis complex and varies region to region. When these
CAFE regulations were promulgated, the case for “keeping it simple” to avoid the need for afull
life-cycle analysis (which was not then available) was the deciding factor. However, more realistic
fuel and emissions accounting should now be developed and implemented to ensure that the
incentives created by the standards are aligned with the expected benefits of each technol ogy.

All these issues need to be spelled out carefully and clearly to the broader public. A review
of the prospects for meeting the steadily stricter CAFE requirements over the next decade must be
completed by 2017. That review, its report, and communications with the public about its findings
provide an opportunity to clarify this complex situation.
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3. Vehicle electrification is a potentially promising alter native ener gy source and
propulsion system technology to move usto lower fleet GHG emissions over time.
We need to be more realistic about this opportunity and itsimpacts so we can better
identify the barriers, and under stand the more promising paths forward that would
advance this option.

From our studies of vehicle electrification, we have concluded that PHEV s offer the most
viable path toward powering more vehicle miles with electricity. The market for pure BEVsis
likely to be limited because their inherently limited driving range and long recharging times,
and their high cost, make them less attractive to purchasers looking for an all-purpose vehicle.
However, BEV's do appeal because their propulsion system is simpler than an ICE, and they do not
dilute their “electric miles’ with “gasoline miles,” as does a PHEV. However, the flexibility and
lower costs of PHEV s appear to trump this ssimplicity, certainly in the nearer term. Planning for
el ectrification should be based on growth in the PHEV market over time in contrast to the more
limited expected growth in the BEV market. Recharging requirements for PHEV s are not the same
asfor BEVs: especially, the demand for “fast recharging” stationsisreally not there.

The U.S. electricity supply system needs to evolve to become much less GHG intensive,
if vehicle electrification is to have significant GHG reduction impact. Recently, natural gas has been
steadily replacing coal as the primary energy source of electricity, and wind and solar generation
have been growing (in the United States and elsewhere). These trends must continue if vehicle
electrification can appropriately be described as atrue “greening” of transportation’s energy
demand.

4. The need to improve mainstream fuels, and to enable a transition to alternative fuels
isboth obvious and remarkably challenging. We should improve on conventional
hydrocarbon fuelsin the near term and accept that we do not yet have enough
information to know where we are (or should be) going with alternative fuelsin
thelong term. Also, we should continue to develop a portfolio that includesthe
mor e promising options, and refine our strategies aswe learn more about the costs,
benefits, and the viability of the pathways of different fuels.

In the hundred-plus years since |CEs were first developed, petroleum-based fuels have been
the dominant source of energy for vehicle propulsion. This persistent dominance is due primarily to
the fact that they are liquids, have high energy densities, comparatively low prices, and are easy to
produce, deliver and store. These properties set a high performance bar for any would-be alternative
fuel to overcome. Moreover, the sheer scale at which we produce, distribute, and consume fuels
around the world means that even incremental changesin fuel composition require coordination
among several different stakeholders. By the same token, however, even small changes can have
important aggregate benefits, due to the scale at which we use petroleum fuels. In the near term,
we recommend that gasoline octane standards be increased, in the United States and elsewhere
where the standards are relatively low, to enable the production of more efficient, higher-
compression ICEs[Chow et al., 2014; Speth et al., 2014].
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A fundamental problem of petroleum-based fuelsis that they create hundreds of millions
of mobile pollution sources. Transportation’s GHG emissions problem cannot be fully mitigated
without major reductionsin fossil carbon emissions from vehicles, which necessarily means
switching to an alternative energy carrier, be it electricity, hydrogen, or possibly non-fossil
hydrocarbon fuels such as advanced biofuels. Such atransition is a necessary, but not sufficient,
condition for deep reductionsin GHG emissions from transportation. The alternative fuels must
also be produced from low-carbon emitting energy sources.

We recommend continued research, demonstration, and data gathering with respect to
awide range of alternative fuels, including electricity, hydrogen, biofuels, and other promising
options. Our primary conclusion regarding alternative fuels opportunitiesis that no single
aternative is yet sufficiently compelling to justify afull-scale push at this time. Each potential
alternative hasits own set of strengths and weaknesses, as well as its supporters and detractors. The
scale, and associated cost, of building out an infrastructure system for any one of these alternatives
means that we cannot afford to get it wrong. We should seek a more sophisticated understanding
of both the supply and demand sides of transportation fuels markets, which will allow usto
understand the real potential of various alternative fuels and then devel op effective strategies for
expanding the supply and distribution systems for the most promising choices. In short, we need
to become wiser in this fuels/energy source arenaif we are to develop robust paths to lower GHG
emitting fuel solutions.

5. Any serious strategy to reduce fuel consumption and GHG emissionsfrom LDVs
should include components focused on conserving ener gy through changesin travel
behavior, improving conventional technologies, and transforming the transportation
system to increasingly use car bon-free ener gy sources.

Through significantly improving the performance of mainstream LDV technology, and
beginning the transformation with hybrids to increased vehicle electrification, our studies suggest that
in-use fleet fuel consumption and GHG emissionsin the United States could be reduced by 40%-50%
below the current levels by 2050. Figure 11.3 illustrates the challenge. We will need to do the best
we can with improving mainstream technology to achieve the lower edge of the blue “ extrapolation
scenarios’ band. Realizing these improvements will require implementation of octane improvements
in current fuels as we have outlined, as well as policy incentives for steady and sustained
improvementsin fuel economy beyond 2025, and would be a substantial positive achievement.

To go beyond this factor of two reduction—which we must do, we will need to encourage
conservation and transform our transportation system to one that relies increasingly on low carbon
sources of energy. Conservation through mode shifting and less aggressive driving can begin today,
and it yields greater savings through changes in land use patterns and reduced travel demand in
the longer term. While large-scal e transformations are inherently slow in both transportation and
energy, we must begin today to lay the groundwork for such atransition in the longer term. We will
need to get significantly greater benefits out of hydrogen, electricity, and biofuels than our current
scenarios anticipate, and these energy transformations will have to be “truly green,” with low GHG
emissions throughout the lifecycle.
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Figure11.3 Strategic perspective on reducing greenhouse gas emissions from the U.S.
LDV in-use fleet, 2010 to 2050.

Deep reductions in petroleum consumption and GHG emissions from personal
transportation are within reach in the coming decades. We have already made meaningful progress
toward reducing fuel consumption through improvements in mainstream technologiesin recent
years. In paralel with a continuing improvement trend, we must encourage energy conservation
through more efficient behaviors and prepare to transform our transportation system to less carbon-
intensive energy sources. Thiswill take creative thinking, strategizing, determined implementation,
and sustained focus. Are we up for this challenge?
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Acronyms

ABS Acrylonitrile Butadiene Styrene
ACC American Chemistry Council
AEO Annual Energy Outlook
AFDC Alternate Fuels Data Center
ARV Alternative fuel vehicle

AKI Anti-Knock Index

BEV Battery electric vehicle
Bbl/d Barrels per day

BOP Balance of plant

BTL Biomassto liquids

Btu British Thermal Unit

CAFE Corporate Average Fuel Economy
CBC Canada's Online Information Source
CBTL Coal-biomassto liquid

CCs Carbon capture and sequestration
CD Charging-depleting (mode)

CFRC Carbon-fiber reinforced composite
CGC Computable general equilibrium
CH, Methane

CI-ICE Compression-ignition Internal Combustion Engine
CNG Compressed natural gas

CO, Carbon Dioxide

CPI Consumer Price Index

CTL Coal to liquids

DCT Duel clutch transmission

DI Direct injection

DOT Department of Transportation

E10 10% ethanol, 90% gasoline

E15 15% ethanol, 85% gasoline

E85 85% ethanol, 15% gasoline
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ECE Economic Commission for Europe

EERE Energy efficiency and renewable energy

EIA Energy Information Administration
EISA Energy Independence and Security Act (2007)
EPA Environmental Protection Agency

EREV Extended range electric vehicle

ERFC Emphasis on Reducing Fuel Consumption

EPPAS Emissions Prediction and Policy Analysis Model version 5 (MIT model)
EU European Union

EUDC Extra urban driving cycle

EV Electric vehicle

FC Fuel consumption

FCEV Fuel cell electric vehicle

FES Fuel Economy Standards

FFV Flexible-fuel vehicle

FHWA Federal Highway Administration
FT Fischer Tropsch

FTP Federal Test Procedure

gCO.e/lkm Grams of carbon dioxide per kilometer

GDP Gross Domestic Product
Gge Gasoline gas equivalents
GHG Greenhouse gas

GREET  Greenhouse Gases, Regulated Emissions, and Energy Use in Transportation,
Argonne National Laboratory’s Model

GTAP Global Trade Analysis Project

GTL Gasto liquid

HDV Heavy-duty vehicles

HEV Hybrid electric vehicle

HOV High-occupancy Vehicle

HSS High-strength Steel

HWFET  Highway Fuel Economy Test

ICCT International Council on Clean Transportation
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ICE Internal combustion engine

ISTEA Intermodel Surface Transportation Efficiency Act

KWh kilowatt hours

L Liter

LD Light duty

LDV Light-duty vehicle

LES Linear Expenditure System

LHV Lower heating value

Li-ion Lithium-ion

LLC Limited liability company

LNG Liquefied natural gas

LPG Liquefied petroleum gas

Mbd Million barrels per day

MJ Megaoule

MLIT Ministry of Land, Infrastructure, Transport, and Tourism
MOE Ministry of Environment (Japanese)

MON Motor octane number

MPa M egapascal

MPG Miles per gallon

MTBE Methyl tertiary butyl ether

Mtoe Million tonnes oil equivalent

NA-SI Naturally-aspirated spark ignition

NAS National Academy of Science

NEDC New European Driving Cycle

NG Natural gas

NGV Natural gas vehicle

NHTSA  National Highway Safety Transportation Administration
NO, Generic term for the mono-nitrogen oxides NO and NO,
NPC Natural Petroleum Council

NRC Natural Research Council

NREL National Renewable Energy Lab
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NVH Noise, vibration, and harshness
PDF Petroleum displacement factor
PEM Proton-exchange membrane

PHEV Plug-in hybrid electric vehicle
PHEV-30 Plug-in hybrid electric vehicle with a 30-mile all-electric range

Ppm Parts per million

R&D Research and Development
psi per square inch

QAED Quality Alliance Eco-Drive
RFS Renewable Fuel Standard
RNG Renewable natural gas

RON Research octane number
Scfm standard cubic feet per minute
SI-ICE Spark-ignited internal combustion engine
SOC State of change

STEP Stochastic Transport Emissions and Policy Model
SUvV Sport Utility Vehicle

TC Turbo Charged

TC-SI Turbo-Charged Spark Ignition
TTW Tank to wheels

UF Utility factor

VKT Vehicle kilometers traveled
VVT Variable valve timing

WTT Well to tank

WTW WEell to wheels

XTL Shorthand for CTL and GTL

ZEV Zero Emissions Vehicle Standard
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