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Overview
The purpose of this project is to examine the problems of improving fuel economy in heavy-duty road and off-road vehicles. This important segment of the transport industry has until now been largely exempt from regulations to improve vehicle fuel economy, and the well-known CAFE standards have focused entirely on light-duty cars and trucks sold primarily to consumers. In November 2010, however, NHTSA and EPA jointly proposed regulations designed to improve fuel economy of heavy-duty vehicles (HDVs), regulations that if promulgated will first come into effect in 2014 and become more stringent in 2017. Such improvements in fuel economy would lead to a correlated reduction in GHG emissions from HDVs. 
Our report will examine the potential problems with regulations of this sort. In considering alternatives, we will develop a set of desirable criteria for this sort of regulation. Finally, we will describe an alternative approach and test both the current proposal and our alternative against the criteria we have proposed.
Methods
Our report will begin by describing the proposed heavy-duty vehicle regulations and the industry they are to regulate, highlighting the diversity and complication of the industry. In the light-duty vehicle market, consumers buy a whole vehicle, but the integrated-vehicle solution is found in only a small part of the HDV market (specifically, HD pickups and vans). For the rest, buyers must purchase an engine from an engine manufacturer, a cab or chassis from a chassis manufacturer, and a trailer or truck body from a huge variety of specialized manufacturers who design equipment for a wide variety of uses, from refuse collection and cement mixing to school buses. 
Not surprisingly, the proposed regulations are equally complicated, and perhaps they have to be to deal with the diversity and complexity of the industy being regulated. This diversity means many regulatory subcategories, each of which must have its specific regulations. And because of the high degree of specialization and categorization, it is difficult to develop flexible regulations devise schemes to allow averaging without risking the creation of perverse incentives.
We will evaluate proposed regulations based on criteria including:

· Minimizing the impact of regulations on manufacturers and fuel users;
· No creation of perverse incentives that induce the substitution of less efficient vehicles for more efficient vehicles, delay the diffusion of energy-saving technology through the fleet, or provide incentives that increase VMT; 

· Effective treatment of the “energy paradox” which causes fuel users to undervalue fuel-saving technology, thus undermining manaufacturer incentives to provide such technology;

· Efficiency of the policy, as determined by examining the marginal cost of GHG reductions as compared to consensus estimates of the social cost of carbon; 

· Encouragement of research in new technologies in vehicles and fuels that reduce the reduce the use of fossil fuels and the emissions of greenhouse gases and promote the development and diffusion of such technologies; and

· Encouragement of fuel savings on as many margins as possible (VMT, fuel consumption in existing vehicles, early retirement of older vehicles, and retrofit of existing vehicles in addition to the fuel consumption rate of new vehicles).
We will also develop an alternative policy that relies more directly on economic incentive approaches, and compare the effectiveness and cost of that alternative to the proposed NHTSA and EPA regulations. The alternative policy will involve the use of surcharges on fuel purchases, the revenues from which will be used to subsidize the development and dissemination of fuel-saving technology in the industry. These subsidies will be structured so as to elicit from fuel users information on their willingness to pay for the technology.
Results
As the research is currently in progress, we do not yet have results or conclusions from this work. The project is due for completion in the summer of 2011, however, so all results and conclusions will be available by October. We would be happy to provide results as soon as they are available. 
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