






Table 4:  Price and State of CAFE Credits and Debits

Compact Midsize Fullsize Lux-small Lux-large
Model I

β Ford 0.045* 0.001 -0.064* -0.099*
(0.017) (0.013) (0.020) (0.040)

β Chrysler 0.016 -0.007 -0.026 -0.023 -0.091*
(0.016) (0.018) (0.019) (0.065) (0.043)

β GM 0.026 -0.020 -0.062* -0.148 -0.093*
(0.016) (0.013) (0.021) (0.104) (0.045)

Model II
β Ford 0.054* 0.002 -0.060* -0.113*

(0.015) (0.013) (0.030) (0.041)

β Chrysler 0.015 -0.012 -0.014 0.008 -0.053
(0.016) (0.017) (0.019) (0.069) (0.043)

β GM 0.031* -0.015 -0.040 -0.068 -0.098*
(0.015) (0.011) (0.030) (0.086) (0.046)

Observations 140 136 107 81 98
R-squared (I) 0.86 0.89 0.95 0.73 0.89
R-squared (II) 0.86 0.89 0.94 0.73 0.88

Robust standard errors in parentheses
* significant at 5%



Year 1 Year 5 Year 10 

Effect on gasoline consumption

Baseline gasoline use (gallons per household) 775.18 801.59 828.89
Change -0.84% -2.62% -3.37%

Baseline fleet fuel economy (mpg) 25.07 25.50 26.60
Change

All 0.19% 0.77% 1.19%
New cars 2.51% 2.41% 2.27%
Used cars 0.00% 0.64% 1.08%

Baseline miles traveled (000's per household) 18.80 19.72 21.23
Change -0.60% -1.73% -2.11%

Welfare effect

Welfare effect ($billion) -20.04 -28.02 -29.62
Loss in producer surplus -8.83 -7.15 -5.52
Loss in consumer surplus -11.21 -20.87 -24.10

Table 5:  Effect on Gasoline Consumption and Welfare of 1 MPG Increment in the 
CAFE Standard



Table 6:  Effects on Producers of a 1 MPG Increment in the CAFE Standard

Year 1

Manufacturer Ford Chrysler GM Honda Toyota
Other 
Asian European

Change in fuel economy (mpg)
Cars 1.00 1.00 1.00 -0.04 -0.07 -0.02 -0.10
Light Trucks 1.00 1.00 1.00 -0.01 -0.01 -0.02 -0.01
Overall 1.22 0.66 0.65 -0.01 -0.04 -0.02 -0.08

Change in sales volume (%)
Cars 2.37% -23.83% -30.23% 3.17% 2.93% 1.50% 2.58%
Light Trucks -10.20% -7.80% -13.83% 1.69% 2.60% 1.54% 2.69%
Overall -3.16% -14.76% -23.27% 2.73% 2.78% 1.52% 2.60%

Change in profit (%) -4.29% -14.67% -21.27% 2.73% 2.84% 1.57% 2.04%



Table 7:  Distribution of Welfare Effects of 1 MPG Increment in CAFE Standard

Year 1
Welfare Impact Decomposition

Income EV   
EV as % of 

Income
Producer 

Profit

New Car 
Consumer 

Surplus

Used Car 
Markets

<25 -60.45 -0.37% -33.56 -2.28 -24.61
25-50 -195.38 -0.55% -77.22 -64.70 -53.46
50-75 -292.64 -0.50% -127.61 -116.65 -48.39
>75 -444.29 -0.47% -205.25 -184.20 -54.84
All -176.65 -0.47% -77.52 -54.01 -45.11

Year 10
Welfare Impact Decomposition

Income EV   
EV as % of 

Income
Producer 

Profit

New Car 
Consumer 

Surplus

Used Car 
Markets

<25 -187.16 -1.34% -19.54 -19.10 -148.52
25-50 -269.59 -0.76% -44.84 -100.93 -123.82
50-75 -329.30 -0.56% -74.10 -164.69 -90.51
>75 -404.09 -0.41% -123.85 -217.63 -62.61
All -263.96 -0.89% -48.50 -94.48 -120.98



Table 8:  Comparison of Increase in CAFE and Increase in Gasoline Tax

Year 1 Year 10

Gasoline 
Tax

CAFE 
Standard

Gasoline 
Tax

CAFE 
Standard

CAFE Standard 
w/ Technology

EV per Gallon of Avoided            
Gasoline Consumption 0.82 22.85 0.82 5.47 1.97

Fraction of Gasoline Savings            
from Improved Fuel Economy              
(from fleet composition changes) 0.02 0.66 0.02 0.84 1.02

Fraction of Welfare Loss                
Falling on Producers 0.37 0.62 0.35 0.47 0.15



Figure 1:  Ford, Toyota, and BMW: Fleet Fuel Economies
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