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In 1996, the European Union made a commitment to its citizens — it would ensure that the
average new car would emit no more than 120 grams of carbon dioxide per kilometre. And
it set a deadline for achieving this of 2005, or 2010 at the absolute latest. This realistic com-
mitment has been re-stated on several occasions by heads of government and other ministers.

It is now the end of 2005. With average new car CO: emissions at around 160 g/km, the EU’s
first deadline has been missed by a long way, and the rate of progress makes it clear that even
the deadline of 2010 will not be met. Also the target of the voluntary commitment of the car
industry, 140 g/km by 2008, will almost certainly be missed. The Commission has informally
postponed its target date for 120 g/km to 2012, yet in recent months it has allowed a chorus
to develop, according to which even that is not feasible.

With the Commission due to publish early in 2006 how it sees the next stage of CO. emis-
sions reduction, T&E is keen to stress three things:

Why it is important that the 120 g/km target is reached by 2012 at the latest

Why claims from the automotive industry that this target is not technically feasible are
without any foundation

What action is now needed to maximise technological developments to reduce CO: not
just to 120 g/km but even lower

This publication explains these three central aspects of the debate.
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Eurcpe is addicted to il imporis

At September 2005 prices (€55 a barrel), cars are costing Europe €78 hillion per year in oil imports.
If you include vans the total is €92 billion. This is four times as much as we spent ten years ago when
the 120 g/km target was agreed — oil is now much more expensive and we use more of it.

The €92 billion is 0.9% of the Gross Domestic
Product (GDP) of the 25-member EU.

To put that figure in perspective, its twice the
amount Europe spends in total on development
aid, and more even than the United Nations objec-
tive that sets a target of 0.7% of GDP allocated to
aid spending. It is almost as much as the total EU
budget. Yes, we are spending that just on filling up
our cars and vans!

S
This figure could come down considerably if cars €f! L

were made more fuel-efficient, something that
would automatically follow from stricter CO:
reduction limits.
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Europe’s oil import bili
for cars and vans =
£ 92 billion per year
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Between 1995 and 2004, CO: emissions from
newly registered cars fell from 186 g/km to 162
g/km.This corresponds to a 13% reduction. Way
short, that is, of the goals that were set in 1996
and when the voluntary agreements were signed
in 1998-99.










Glimate change _ e

If by 2012 the average new car were to meet a
standard of 120 g/km, it would result in an
11% reduction in car CO: emissions by
2020 (75MT CO:) — an effective contribution to
the fight against climate change.

Dil dependence

Cutting emissions by a quarter, from 162g/km (their
2004 level) to 120g/km by 2012 would cut
Europe’s oil bill by €20 billion every year.

120 g/'km is
techneiogically feasibie

The automotive industry has for several years said
120 g/km is not feasible, and their words are prov-
ing uncannily similar to pronouncements by lead-
ing Commission officials.

A number of recent independent technological studies* all indicate that the 120g/km target can
be met with widely available existing technology. A number of improvements offer the chance to
reduce fuel consumption, including:

B Advanced lightweight materials
B Advanced drivetrains, stop/start engines, regenerative braking, etc.

B Hybrid drivetrains with smaller petrol and diesel engines

So technologically it is possible. But technological progress comes at a price, which someone has to pay.

* For example: [EEP/TNO/CAIR 2005, ‘Service contract to carry out economic analysis and business impact assessment of CO emis-
sions reduction measures in the automotive sector’, the Institute for European Environmental Policy (IEEP), TNO, and CAIR, the Centre
for Automotive Industry Research (IEEP 2005).



i’s cheap ... and consumers
gei their money back

Inevitably, a central argument repeatedly used to
argue against the 120 g/km target is that the tech-
nology would be too expensive. But it isn't!

According to recent independent studies, reducing
average CO: emissions to 120g/km can be done by &
at a very reasonable cost (corresponding to as Efd ,. %
low as 1-2% of the price of a new car). For exam- b
ple, the 2005 IEEP report for the European Commission said the costs would be €577 per car,
on average. The report also says that figure is likely to be an overestimation. This sounds familiar:
catalytic converters were said to cost something like this in the late 1980s, and we know they
now cost one tenth of this amount and work a lot better. That is innovation.

And even if car manufacturers simply added the cost of

this technology onto the retail price of a new car, con-

sumers would get the money back anyway in the form

of fuel savings. At September 2005 oil prices (exclud-

ing charges and taxes), an average car doing 200,000km

during its lifetime would give its owner more than w=
€1000 back in fuel savings. The overall socio-

economic costs are in reality negative.

For consumers, this means money saved. In other words...



i’s good for competitivenass

In 2000, EU heads of government met in Lisbon to map out a strategy to boost jobs and eco-
nomic growth in Europe. So far, according to most observers, European policies have not deliv-
ered on these goals. A legally binding 120g/km CO: target for passenger cars is an example of a
European policy that could deliver.

The costs of the technology — which we have seen are
low — would provide a major boost to European technol-
ogy companies, creating jobs in a dynamic sector of the
economy. The ‘costs’ of reducing average CO: emissions
to 120g/km would in fact translate into revenues for
automotive technology companies (unlike the cost of
fuel, which is burnt). This would be a boost to Europe’s
world-leading emissions-control technology industry.

The billions of euros of savings in fuel costs could be invested in socially beneficial projects, such
as education, rather than burnt inside inefficient car engines.

But only a legally binding set of challenging targets, a ‘carrot and stick’ approach that
rewards innovative companies and punishes laggards, and transparent information
about each company’s performance will achieve this.

B betier bei than aiternaiive fuesls

A word on alternative fuels. It seems likely that a new
generation of biofuels, hydrogen power and other ener-
gy sources will play some role in the vehicles of the
future. However, there are big questions to be answered
about each one.

The reason fuel efficiency (and the corresponding reduction
in CO: emissions that comes with it) is so important is that
the technology can be applied to any energy source. After all, it makes sense to use less, whether it's
hydrogen, biofuel or even solar power. In short, fuel efficiency is a win-win policy, whatever the fuel.




Unlike at national level where extensive bureaucracies exist, officials of the EU's institutions work with
very little specialist support. It is therefore crucial to the functioning of the EU that Commission offi-
cials and MEPs can rely on expert input from outside sources. Thus it is entirely natural that the
Commission relies on input from the European automotive industry (among others) in drawing up its
emissions parameters for new cars.

But the relationship between the car makers and the EU has become distorted and manipulative. The
car industry has dragged its feet at every stage of the CO, emissions process, and on this and other
issues has constantly exaggerated the difficulty and cost of making technologically feasible improve-
ments. In the 1990s it ‘cried wolf’ over the introduction of catalytic converters, saying they would raise
car prices to unacceptable levels, something that clearly hasn't happened. And it is doing so again over
CO, emissions.

At every stage of the CO5 emissions reduction process, the EU has made it clear that if the car indus-
try cannot deliver the required reductions by itself, it will have to be forced to do so through manda-
tory limits. The voluntary approach has been tried, and is failing, even with weakened targets. If the
EU does not now adopt legally binding limits, future threats to the car makers will be seen as empty;
and it will be clear who is running the show in Brussels.

An average CO, emissions limit of 120 g/km by 2012 is technologically feasible, affordable, and con-
sistent with the Lisbon strategy. There is now no reasonable argument against it. If the EU insists on
it, the automotive industry’s Research & Development departments will spring into action — to every-
one’s benefit.

It is time for the EU to decide whether its first loyalty is to Europe’s
citizens or Europe’s car makers.
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