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• On behalf of _ae companies _hh_:ma_ufam_u=e mo:,e _han..99. :.....
ps:oen¢ of .all domes_ically p=gduced mo_o= vehicles, we are w_.ing
=o' you on a mau_a= of gnava ¢once=n..

T_.c_n_Lt_,.ion•OK O.._'. morn'vehicle manufa,'_u=ing g:ows.
In¢:_asin_ly u=_n= day by.d_y, no= only for _.he indus_ i_.s-al/. ''

bus'also foe _h_ _,S, economy- as a whole.. Today, _.he s=i_i¢al', i
• . . -.B¢o_l_. is•._.h_depE_ssu_ vole,me of'domestic v_hlele sales,. I

:,-- ,, prcducc'_=,...an,"_ _mploym_J'_=..z_ &¢ cau.sc_ by•=.n_ba= 0£ k"M i
::',.'_ ""fan=ors', in¢lud¢ng _he'in_re/_sin_._- laeg_ share O_ U.E, _alss ': .'• !
j--_.-: .c.la/m_._Z impn:ts. _:om Japan, exceed.in@ly high •In_eEss_ :_=e_ ' .

'" _.e_ula_ons., .,., .. :., ,_...... . '.' " '...... •. ,
• . , , , • . ', , , . , .. . ,r

',:"'"'_"'."".'.:%"Be_n_._b._s,;.immsd.i_s ,issue lies' =he '£und_n:al chal!en_ of.' "

_he fndus=:y .onCe ,again can' 5ecome a leadlng sou:co •of economic ''•"'' "
. . ,. , , ' , . .. • ,s_:eng=h and vitality fo_ ca= onun_=y.

._mme_iaCe Problem

The symptoms of _he depEesslon of _he moose vehlole industry
a:e plain _o see in _he s_a¢is_ics on pcedac%ion, financial
pcEfo=mance, and _mploymen_. 0.S. oar p_oduc_ion An 1980 was 31
_s_oen_ h_iow 1978 (begone _he :evolu=ion in i:an) and domms_ic
ca: sales in 1980 woes. only 6.4 million units -- bo=h _.he•lowes_
levels sin,'e 1981.. _.S. _uck pEodum_ion has suffe=ed even mo:e_
pcodusnlon in 1980 was dswn 59 peEcsn_', f=om 1978,

o _n _hc au=omo_ive and :e!a_ed indus_cies, _his d_cline
in ou=pu_ has :esci_sd An _h_ layoff of almos_ 900,000

.... employnss •

) n _n au=o manufac=urin_ alone, nearly _00,000 workers are
on indefinite layoff. The ha=dship of =hess job losses
is.especially se_e=e in ,_he indus_=ial s_a_es of _he
Midw_s_ and among mino=i_y gcoups.
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o _=ofibability has collapsed. Zn the second half of 1979,
the domestic auto companies lost $700 million before

/_" taxes; '_n.the first nine months of 1980, pretax losses ,

-<:._,. . exceeded $4.6' billion. .... . . , ..._ .:......:....
' ." o The situation among auto. dee!ere.is equally serious;

' " :'.:ApprOximately 2,3_0.domestic dealers.have gone ou_.of '' ' • .
.:, ,,:,, . .._ b_aLness.ainee.danua=y..1979z almgs_ 83,000 dea!e=ship ' "

" "employees _iVe.los_ thei_ J_bs. " ' " :' ."., ,,' :':._ ":: ,'

o Suppliers to UPS. auto manufacturers also have been bit
hard. Some 140 s_pplisr plan_s have been closed in the

.'". ."'. pas_ _wo..yea_s and. u_employment in.industrles such as

:.. stedl and rubber is distressingly., high. '.........

•., . , 'Sevesal factors h_ve conve_ged:bo._=Oduce','thess =es_l._s.: ..... '',
''Znflati_n,.ex_caccdina_ily high. interest, cares, and "their elf:err on" .. .

consumer confidence hav_ she=ply =.educed auuomotive demand. These ''
e_feets are. ty_.ical of •cyclical downcu:ns in .the past, but'the fa_! _n
automotive d'eman& _ha_ began two years, ago has been mcn_ severe and has
_era&s_e_much longer than.normal,. , . ..

The, d_ama¢i_ d'i_fe_ence now., however, is, ¢he-sudden, and suaa_an-
_ial shi_% in D;.S..demand, away from frailly-sized csr_ an_ conventional

Light ¢=ucM_.beWar_ _¢_ZZ_ur, ,morns _uei--effi¢ien¢ mod_l_ a_ _.S.g.a_o-
........ llne: p=_co_ b'_.at&,:11y, have. besun.! to." briefcase _owar_.•wo_l_ leveZ_.: ._e"

_ ab:upmnea_ c_ th'Ls: shif_ in demand, _=svided a sizeable opportunity fo:.
; Japanese.cams `•a_.._uc_ da_almpe_..in. _:hom_ envi=0nmen= _han_ . .....

' expgnsiva'gasolin_ ha_ 'been:a iong-s_andin_ nar.lonal policy'.

' In,!980 the. Japanese sha_e of _.S. ca= sales was over _l percent
_.[ )¢0mp_'_4" W_h_"l__.pe_cent,"'_h :.19:_'8; andS'9' percen_ in, Z9._.6._:,,:_he, _¢owth[,.in ,'h,:

,, . the J_pansse Shace' _f Ul'S..!igh_'t:uck s'al'es'hasbeen even sha=pe_.-- .
increising _o. mo_e than'a 21 percen_'s_a=e" fcr'iSgO from _ ps_csnt"'!n '
1978 and 8 _eEcent in 1976. These light _ruck sales are being :educed
hy the recent enforcement of the existing lisht t=uck tariff. Wi_h
regard to ca=s, however, growing foreign barriers to Japanese oar
expc_a make the open _.S. ca= marks% i_creasinqly attractive to Japan.
In Europe, fo_ example, governments ace alarmed by the recent increase
in Japan's shame to i0 pc:cent. Officials of the Commission of the
European Communities have _ust concluded two days of discussions with

- _he Japanese govecnmenh intended _c persuade Japan to limit its exports
• o Western E=rope.

Finally, the_e is the burden of excessive U,S. government re_u-
la_icns. These have continuously added to the cosb and p_ice of cars
and _=ucka, magnifying the a_fecta of in_!a_ion and further depressing
the volume of cars and' trucks _.S. consumers can afford to buy each

.,- year. They also dEaih badly needed htman and financial cesources st a
, mime when the moto_ vehicle industry can least afford ic, and they

"... compromise the fuel efficiency of ou_ vehicles.



The issue of oms_ competitiveness wi_h Japan is cf deep concern
_. i_hin _he industry; increasingly, i_ has become a national concern as
:,: el!. A_S _he reoenu Depa=Cment of Transportation repcr_ has _oinUed

cu=,so._l_==ly:, _he'. auuo. indus==y si_s a= '_.he. ce_er of _he _.S,
manufac_uring.sconomy'and, has .played a central _ale_in _he definition . ,, /
and accomp!ishmen= of _he.b_o_desU _oals .of the n_=ion, i ' .

cornerstones'.' '', "
Of the _.$. indu_=lal base. T_e '_undamenhJl issue"Is.'whe_her.the,..:.';i,,'"..;"
United S_a_es can afford to acoep_ a pesmanen_ s_rinksge o_ _his
national asse_. Japan, _s_ Germany, and mcs= o_he_ developed and
newly industrialized ooun_=les lon_ a_o decided _.hey needed a vi_al
auuo secuo_ upon whi'ch _o build thei_ _a_ional p_gspeEiuy. The
ques_ion_._.hen_ is how. the Uni_ad S_a_es can,expec= =o enhance_'i_s ' '
ec_ncmxc s_ren_:h wi_h_i_.a h_eaJJchy?au_b.'Seq_or'of i_s own.

The recen_ Department. of Transportation,study .is.co_:ec_ in making 'i_ '
¢he following'_,oin_s:'' .,

._ T,_ S_=u=_uu:e O_ _ha U.S, ca: marke_ ha_ =hanged pe=manennly --

s_all cans '_g_ h_re: _O" s%a Z ---:. an_ w_ fa=_ i_ense ocm_e_i_J.on
from Japan.

o _..E. =as pn_ducP.ion ccs=a: are no_ c_mpe_i=ive, with Japan ,mi_ly

'-_h _,_%ua_ =f _i_'_::_e.n_es.in.pEodU=_.ivi_z and ccmpenea=ion.---which _esul_ iffpar_ _om _he exchange value of _ yen-'an&: ... •

--" • unique, sc_ial and geographic factors, in Jai_an. MOs_: off,_hes_
advantages _an" 5_..ov@=coae, h_weve_, wi_h a_s=esslve p=c_ams

! " ' Dy mana_._m_u_, an_llabor, an_ by off'active U.'S..qovernmen_ ''. '. ..
policiea_ . ..... . ' . '". , . .' '. . . i

•. . n ' ,.. , . .,, . %,. .:.. , , . , .o .U.'S'..',_o_ucers, :_he.lrsupp]:le_,'anc_.che'_:.:_eal_s'..face a_. ,... ..,
'_eas_..five; yea_s'of _=ansi_'0n, .du=in_,which oap_tal Spending':%" ;* "_i
programs will be enormous. ' ' " . , .... . .:,'. :.

/ How the _ni_ed S_a_es found i_sel_ in _his position is nou really
_ _he issue any longer'. There is bla_e enough _o be' shared by everyone.

The issue now is wha_ managemenn, labor and government mus_ do to ge_
_he industry heal=by and competitive once more.

Mana_emen_ and labor have major tasks in oosus, p:oduo_ivi_y,
quality and in deliverin_ the =!Sh_ pcodu,"*'.a for our country's needs in
_he 1980's, Substantial pro_=ess is being made. The average fuel
economy of the 1981 model domes=it ca_ fleeu is more _han 75 pe_cenu
bee=or _nan 1974 mooels, foe eaample, and the U.S. small _ar _lee_ has
fuel economy almos_ as _/cod as the Japanese flee_.

Conversion _o _he production of _=ea_e= vol_es of' small cars is
,, -,proceeding as rapidly as machine _ocls can be p_ocured, new p!an=s can
",,..,..,, be _uil_ and new models can be designed. In fao_, a substantial su:-

plus of _.S. small ca= _apacity e_is_s _oda_ and availability will
"inerease by another 1.5.million• units in model year 1982. U.S. pro-

ducers muau sell _his capacity of fuel-efficient.cars _o. generate _he
capital needed to flashes _he $70 to $80 billion inves_men_ committed
¢hrcug_ 1985 co ocmple¢e _he fleet conversion.

J

........... :......... _-..,..,._:.:._,.._:.:,.



.'Government Actions

f-' Gove_en_. actions are also _ita! to success and _.hey carry the
' Jams urgency aS those, under way is the private sector. MVMA membeE,

- romish!as' urge" _he Administ_atlon. and,+Congress to move swif_!y and ... , .
agg=essively in fouq...s_i_ioa!.'areas:" ... . ....•. , . ,' + + ,. _ • ' ',_ + ,, , .

• i. :'O'"P!r'S't_:"=e_uae_.i_-hep=essure 'on:capital mar.ketsq interest' rotes ,'• ':
and consumer •confidence _hr0_g+_ Shbs_an_'a'l "reductions '•in.:i.,'• ......
Pederal spending. We are heartened _bat you have made _his a
high priority; small businesses, including auto deale=s and
suppli.eEs, have. been especially hard-hit by high in_e_es_

' ' ' '"=areS. ' ' ' '"* ". ' . '
. . + , , .. . , . • ,, , ,!

""' " " nd.,unde:_ak " ' .:ts..'per'su "'"• o S'ec6 e.ini:tiative&" ado _be.governmentof ,
:Japan _c'demshstzata rasponsl.ble"in_e:'national behavior b#' [/•
'taking'ac.-,iOn.which wshld,'result._'in''a volunbsry, .immedia._e and ...;
dubstar:uial,.redu_tion i_.passenger, oar exports _o. the 'United ' ...
S_atee: fez •a meanin_u! pe:ic_ of time_ For • _e long .run, _be '
Ja_anes_ gove=nman_ should aative!y en_u=a_e it_ aura" oom--
panieR tO mak_ the.nacessany investments, t_ contr..ihu._e J.OMS,
_axe5 and: _a_ital to the _.S:, economy in vi'ew o__he, sales.
bens_i_m _ey expos= to ob_x_in hens... These 's_eps creanly would •

• , he in_ Japan'_ na-_J.onal interest, in order_ t'.o help• abate, t_e, !
/"-_ . , '.._r0wlnq pEOte_=ion_= _=essuEe'_.w_i_ _=eater_ _he. _=s_i2ie . !

[++, ' • st=ue_u=e, of in_ern_%_ional _aa_e.. . . .., ', '. .")

.... o' .'T_h_ _'_]'.imi_a'_:_e_u'_aSslve_.'an_:c6=n._s=pnoducnive, government' _'
.. '. . i. _e_-l,a=i_ns where: _ has._een. _emons_ca_e_."anac changes- w_-u2_d:.' 'i'i

..' , i i _ i i . ,.... _.

p_O_uoe large ccs_ savlngs an=. _na_='u.ne._xxlp,_c_ on. =,._=_._._ ....
'.'+.".'-.conee_ns_Ywo_db_ modest. Addi_ionally, exten_ _he temporary '''+•'• i i A , , , mu m

' '."merazor,urn.on.,_e issuance' o_"nsw- req=im:tiDns,to include' r.bos_. ,• , • , ., , . I , ii + , . II i, :.; .-2

el:easy a_._ve_'_u_, nc_ _et e_fective.' _e-exam_ne, anti.tzu_ .. : i.'
policy _O assure tna_ _ is promotin_ compe_ibion and'nOt. .. ' : .
s:if!ing progress. Pu=thermcre, as part of the anni=rust
policy re-exa2hination, w/_hdraw _he "Smq_ Consen_ Decree".

o Fouru/_, encourage vitally needed inves_men_ in U.S. business
through improved capital recovery allowances; make _be invest-
ment tax a=edit _efundable so it will do the job Congress
intended for _be industxie,s that need it moo=; encousage
_eseazch and development through tax incentives including
=efundabillty; and extend ene=gy savings _ax credits, (also
_efundable) P.C' inves_en_s made to produce more energy-
e_ioisnt products.

+.. Mc_e specific i=:ea_ment of ou_ _soommendations on regulations and
/ capital E0_mation is pccvided in the attachments; member c_mpanies
\ .. . also will be furnishing more .detailed proposals on their own to the
, ' appcopsia_e agencies.

•, . •, ,

The _ouc-step program deso=ibed above, together wi=h aggressive
action being puIsued in the private sector, will impccbantly cont:ibu'te

to the sol_eion of both short-to,In and long-term problems in _he _.S. i"

i2 ; )--' .: ...._ ........_ ..........................._......



i _OtOt vehi_!e indus_:y. The O.S,'enencmy will thus gain a dual benefit

, .- immediately, in added jobs and output, and, in _he futu:e, _y :e-
)u,+-:_ing_e indust:la/ s_gengUb upon which the inte:naulonal position
_;' ' _e United States ultimately depends. .

We. a=_ de&i_h'_d "_y 'the Aclmi_iat=a_ion"s des:re to wo_k, with uaon

:hess uEgenu £ssuee and you: pEcmp= action in appointing an.AutomCtlve' , ', :"/
2as_ Force _oaded _y, SeoretaEy _ew. LeWis. ' MVMA' aerobe: companies, wish,,.
no em_lasize, that. they. :sEe mosn',anxious _c cooperate fully' with the ./. "..
Seo_etaEy and' othe_ _emheEs _f. your Administration.. 'We,,knowhow ,:,. .'" ' "
_mpoEuan_ i_ is _o :each a national consensus to, suppc_ the decisive
action needed uo =evitalize the automotive, eeotoE and _.heennire
national economy. .,

• ' " 'ii . " Sinc'e_ell, yours, . ' .... . ' ....
• . , a ..

C-a_al_ C; _eye#s, Chai:man .A_cble R. Mona:dell; _airman

and Chief Executive Officer an_ Chief Eae._ive Office:. '
AmeEi=an .M_t_s •C_p_=aclon. Interna_ion_Csmpany

_e_ .A:."Zace=_.=, chmi=man..i Alf_e_ W. _elle_le:, thai:man
- hd Ch_e'_ E_OCU_iVe 0ff_.=_ .. . an a: Chief _ecu%Ive.' Officer '...,. ..

__, _. c_ai_man -_ ' " '_._es w.' _c£s'#non, F_es_d_t ":.. ',..' .. :I
_:an a "C/_'ief':E_e_'v_):O_'flcer..'-:.,...i .i....:i ,//,.and C2%ief. Exeoutlve) Office: I

Ronal,_ E, _urban_, C_i_ _1"_se W, Mcs_, ¢/_ai:man
-_ E_ecu_ivo 0ffice= 'and C_ief Executive Office:

i FEei_h_line= O_:pcE_tion _ite MOte: CaEpoEation

! ....
I R_e=_"_ '_i._ "_'_B. . , Chai:man V. 4. Adduci, _esident '

i and Chief Executive Officer /..._d Chief _xeeu_ive Office=
_ane_al _oto_s Co:p_:ation " /'blnt_ Vehicle Man_fan_u:e_s

k,_._eooia ticn

\._ ,=ac_nen_a

co: T_e Vic.e _resid_n_. .,
• , L .

• • --•: ••i_......-_7-'----•
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l RECQMMENDED FEDERAL TAX POLICY I_ITIAT_'_ES TO AID
......." '" "" "C,3_Iy,AL.FORMAT_ON'.._y DOMESTIC M0_OI%.VEHICLE MANUFACTURERS '. '' "

.._"i'""..... . ... . "The domestic me,or vehicle manufacturers' ' ' '" _'
• ' '" "'ar_ :ih:_he_"mi'ds'_'.'o5an..ex_ens•_veend.rapid p_.odue_ ..

• • :esuruc_uring. A_ =hey seek the.capital needed _s •'•'
redo produ¢_ llnes, unprecedented• financial dif-

• . fiou!_les are.forcin_ financial restructuring of _he i
'•... major companies as well as anfe_ing _heir relative

• future compe_.tlve po_i_ions'. Capital 'inves_men_ ' ... . .
... . •...'overth_,nex_ few years will .be ",we.or..th_ee _im_s " "

' '" ' 'h_s_or'Ic_2"_rendS i_•i=eal _e'E_s...In _he:pas_,,. _ .' ''_•[.•.,
'' eapi.t_l'spen_n_ could.be deferred when sales: turned'.'" • " ''.

_ 0 wn' ' b u _ _he l rapid prcduo_' _nt_oduction" s_hedul_. "'."l l l i " ' ' 4

required foe survlva2.in the ohanged_vehiole ma_ke_ _
now _rec.ludes _hi_.

'The- e_onom£_ dc_n=urn. 'and _h_ sh£-_ in con- . .. ;_
sume_ demand have resul_ed in the-mos_ massiv_
_.esee_ ever =eperued _y any- indus_ry. The drop in

...... sale_.i_ _ £a_ o_ _ need. _ finan_ new p=odu==

• ' _e aZfeenlng _he ah_ili_y of_he, ms,st companies _0. ' . . .I

" developmen= plans, "T_e"in_erea= and repaymen=..;... .. I
:.......... burdens-of ._he.ma._or external ._inan=ing:w.ill con_' i

=!hue _o =epresen_ a maj'o_._u:den'on'_omes_io ...'.' ' .
i!_ ',;.::.• . , . , . . . _:.::_ ' "_" .. ,_rc_u=ets. i_._.'..'_._ s.V _ i_980..s:, .,............. , ',,

.... " " ".. , United S_a_es t:_par_en= o_. """ "_
Transportation," The _.S.
Automobile Industry,. 19S0,
January, 1981, p. _4.

Mos_ recen_ puh!ished estimates of _he capital i_ves_men_
=equlremenns of _S. me,or vehicle manufacturers over _he 1980-8_
perlod range f_om $70 UO $80 billion. _f such r_qulremsn_s are _s
be met, me=or vehicle manufacturers will need _o he able to _aiss
unprecedented am0un_s of capital :spidly and efficiently. T_is
capital formation p_ocess could _e assisued su_s_an_ielly by a
number o_ changes in Federal tax polloy. While no_ every domestic

"me,or vehicle manufacturer would benefi_ from all of the following
_oliey recommendations (owing _o obvious existing and forecas=

...... _iffssences in p_ofi_ and loss positions), _hese :eeorm_enda_ions
wcul_, as a complete package, offe_ _o_h shore-term and long-term
capital formation aid:

. ._.,

I

/J



Initiatives Which Would Aid All Industries

"_; _ .Adop_.-_'nAcce.le=a_ed: Capital : . . ' .

• : : . ,: . .,',"/Co_ R_¢oveEy. Sysuem ....', ' . ..

Motet vehicle manufacturers, together with _all. ind;,St_y.". "' ':"

in"genera_,.',wou.l'd,benefi._.,g_.e=uly.-f;om.._he_adoption of a , . " '
broadly _ased, simplified, acesleEa_ed'eapit_l' cos_'_ecove_y " '
_.y==_ in place of _he tureen= A_=e_ Dep:eclation Range (ADR) .
sys_sm. .An example of such • capital oos_ recovery sys=em is
nhe approach %e= forth _y Representatives James Jones (D-OK) . i
and" Ba=_e= ConsOle '(R_NY)'du=ing. _._e'96_h Congress in.the

fo_m Of. _ei= proposed ."Capital Cos_' ReCovery Ac._" ' "" '....
'R,'46'_,6); . ........ ,_ : ' ..;.,.. ...... ... , ,, , .... ,.

.der: aproa= .,' uil inge'woula, offove .'.....i"
=en years, r_1_o_£nery, an_ equi_:_en_ (insludlng apeci_l too!a)
oyez five yea_e {wi_h full 10% investment, tax credit . ' ', ,
provided) and.vehicle= over _h=ee years. _e shorne_• . ° , #

ne=oveny peEiod_ would, be phased ,in oven a fiv.e-M_aa period'..

A_ impoE=an= additional provision is that _he
depEee.i=_J.on:deduction and'eligibility for inves=men_ _a_ "

• ==edi.= wo_0:% _=_ wi_/_.'oh=.earlier o_ _hs..yeeT i_ which•

(/'_ e_i_i_le noses ar_ inour'_edor th_ year _n. whloh _he a/Set •is.....
" -/ pla=_, i_' so=vice, _athe= thad only.on a. "plaue_-inqse£vi_e."

_a_i_, "a_."a_. p=asen_:: ' : "- • _ ..., , , . ', :..., .... . ,..:. ....
, . • . . • , , '. '. "Reool_lende "_'l'Ac_iOn " "" ": " "'" " i _.. , ....'. ........ .. , "' "

" .. C6n_sa'"_oul'd: _nA_:=':ie_i_la._i'on,',.es_:abli_h.in_'.'_.bz.aadty..,..:, ,::....

such as _he Jcnes-Cona_is approach,' especia!ly including _he ." •
p_ovision _.ha= depreola_ion deductions and inves_en_ _ax
credits apply wi_h th'e earlier of =he year i.nwhich eligible
costs are incurred or _e yea: in:_hich _he asae_ is p!aoe_
in seEvlce, _e_her _han only on the present
"pl a_'ed-in-aervioe" basis,

5. _e Inves_ent Tax _edi_ Refunda_!e

P_esen_ law provides a 10% inves_men= tax credit for
inves_men=s in certain tangible pcoper_y. TO _e eligible foe
=_ia s=edlt, propeE_y _us= b_ depE.euia_le oE amortizable and
musu _ave a useful llfe of _ree _ea_s, If the proper=y has
= useful life of t_Eee or four years, a cEedit of 3-1/3% is
al!cwe_; if =_e useful life is five oE six years, a credit of

.... 5-2/3% is allowed; and if .the useful life is Seven years or
' more', a _ul! 10% o:edit is.el'lowed..

+

,!
I
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'_-+., • • T_e inve_=nen_ tax c=edit may be' used ta offset the
firs_ S25,0'00 b_"_ax Iiabil'ity"plus.a:pe_cen_age of,tax'.. ' ' ': .,'. .
li_i!ity.im excess, of. $25,000. :This percentage is 80_ in ..... ,.
19'81 and"90% for 1982 'and .later yeers._. Excess invesCmen_ tax _ , _

+r" c:.edLts, f=om..a( t_xable. ,year, may'be ca+tied' back _c. apply .. " '
against tax'+iiabili_y'fO_ _ _hree•p'reced._ng.,_ears +and, •• ,,'. +', :.:,,,, •,,
carried, over agains_ the tax liability for the seven
suoceed±ng years on a _irs_ in, first ou_ basis.

•.. The..inves_en=._ax credi_ is a highly valuable means .
of. st•imu!ating.oapital formation "for ¢axpayers who:'sre in a' .. • " j

" +p_o_fi_.S_u=_ion an_ i_¢ur a'tax liabili_y,•but Is'of no.
immediate value. _o taxpayers wh_"_e- in•a-!see sltUs_ion : .

and'thus'_ncur _o liability. The la.t_er..si_ua_ion generally. +."
applies eo mcs_ domestic motor vehicle, manufacturers. • •."

Recc_=nended. Aonion

_egisla_o_ should' be enacted 'by .Congr,ess: making
unused inves_men_ =_ credice refundable.

C. E_=_bllsh, a Refundable Research am_ .Deve!o_:men'¢Tax' ' • "

..... _d_r presen¢,.la_, _•caxpaye F map_elec_ _0 deduce. • ,' + . . ,
• CU:=en_ly#. Or ¢0 _cE¢ize over '6 0 _on_hs o_ _cre, cesta'in + i:.• + ._.•r

taxpa_er.s _=ade or bus_nes_ which otherwise would have•_o . , , ...... •
be capitali:ed. ' ' , '' " ..:.. • .. • . ,'.. • ,.

Because of _he heavy research and deve!opmen_ costs
being incurred by mc_or vehicle manufacturers as che resu!=.
of a vapid shlf_ in market demand for more fuel efficien¢
mc_or vehicles, _he es_ablishmen_ of a research and
developmen= _ax orediu could be very beneficial _o domestic
_utcmobi!e and ¢_uok manufacturers, especially if i¢ were
made refundable. Such'a credit could be used bc_ to
s_imulate and _c reward new Ra_ effort5 by all industries.

Reconmlended Action

Legislation should be enacted by Congress escablishlng a
•refundable =eseare_ and development tax, credit designed _o

•-_ stimulate and reward new _9 efforts by industry. In enac_-

+_ ing suc_ !egisla_ion, "research and development" should be
-- defined in s_s_an=ially ¢he same 'fashion as ic is in she

Financial Accounting S_anda_ds _oard S_a_emen_ No. Z.
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•' D. Sx_end _he Amoun¢ of Time Allowed For Carry Forward of
Net Operating Loss and _nves_menu Tax C:edi_

•,_._ Under _he pces_n_ law, excess inves_menn _ax. c:edits

""from a _axa_im_ yea= may.be applied .egains_ the tax' liability '_...."'..foE,"_h_ ?.hEee p_e¢edin9 and _he. seven.succeedin9 yea_s, on'a"
p_

flr.St in, fi_'s_,curt basis. Ne_ opera_ing loss deductions a_e
"_=e_ed s'%aila=!y. . • • • ': ,

Exuending _e time available to use excess investment.
¢ax ¢=edits and new opera¢in_ loss carryovers would enable
firms fa¢ing prolonged periods of low _c non-exis_en= profits
to conserve .capital.once:more normal levels of profit were
a¢hieved A-- a•si_ua_ion'facing most domestic, motor vehicl_ ....
.m_n_a¢_uEeEs'duE_ng the eaE!y .198.0's...

.'.".': ,, ., ,' '" .

"RecOmmended•Action. : !.:...•. ,• .., • , . .. , •.. . .• ,.:
• , . t

Com_s should ena¢_.l'eg_s!'a_ion ex_ending the.amount ' ' '
of _ime. _llowed to ca_.ry fo=wa=d excess. £nves_-nen_ tax
¢red_¢_ and_ n_ ope=a_in_ ioe_ deductions _:om the exls_in_
limi= O_ seve_ yea== co:a.ne_ ._im_¢ .c_. _en. yeaJ:s.•

*WWW_

k _ q

.-+ ;. . ,._n_=+.pcesem_ law, _.,,_ahla.corporate income ove= . * , •r

• " " oo¢por_te.:tax..'=&_a.,wou!d,obViously enable motor vehicle . , , _
manufa¢=urers and b_her large employers 'to =e¢ain mo_e. fun'de. .'.'•.._

.... ":- ': :,'_"_" ¢a_:i_ml:foLmati_n...,_¢.,.....,. . .
" . ' .I .. . , . . . . ". • ,.

Ducln_' the '9'6:th Ccn_ress_ _he Senate Finance CommiOtee".. '"'
proposed =eductions in the maximum corporate _ax,' beginning" " "'
in 1981, as £o110ws:

Year Taxable _ncome Tax Ra_e {%1

1981 Over $150,000 45
1982 Over $200,000 44

Recommended Action

Congress should enact legislation reducing _he existing
maximum corporate tax :a_s, effective wi_h the _irs_ ta_able
yea= beginnning on o= aztec January l, 1981. The _a¢e should

-.. _ =educed in increments of 1% _er annum until a new _ax rate

i _ of 40% ks reached, effective wi_h the _irsU _axable year
.... beginning on or after January i, 1986.



ZI. Znltia=ives Targeted at Motor Vehicle Manufacturers

: " .A. Accelerate Depreciation of Certain Machinery and
"-_ . ..Equipmen_ Lives and Allow Zmmsdia=e Expensing of

? . , i • Cen_ain Spem_al'Tool5 . , +,'y , " . , . ,

• ' , ,i', "i' i',as _,al_+nati+e'.to+'_e a+o#s_recnmmem+edcapi_sl+mmSG +
• +esov+_y +ys_m¢,. a change in guideline depreciation lives. "...

'_':'"' unde#' _h_-p_e'sent.'ADR"'sys_em..would he.b_nefioia! to motor .... :
vehicle manufac_urersl ' '. ....... '+.'._: .+,'_+,:.,:.,<

_nde_ prmsen_ law, _axpayerm+m_y elec_ to depreclate
: . :their.assets .under the.Aase_ Depreciation Range (ADR) system.

:. Gulde!!ne'dep_'eoia_ion.'lives unde_ _his system ar_e es_ab-
.... . . . •llabed, for.'each,indum._ry.by..Che Treasury Department, and'_he j

_' i•_ax_sye=ma_ _se..any'life within a =enge 20t "aboveo_.helow
. '+the guideline, li_.(rounded .t_ _e.+neaEesu one-hal'fyear)_.... "_

PresenU!y,.the;guideline li_e. e_tabl_'shed.for machine+y..and '+':.
equipm_nu.('_&E) deed.in mouse vehicle manufac_urln_ is 12 .'...
yea_s.. Within. this+ framework, moto_ vehicle manufacturers' .

gene_ally use _-i/_ years for M&E (_he iowe£ end c_ P/Is10% "

iI

A m_edi_ agains_ _ax i_ allowed fo_ i0_ of _hm_-cos_ of
+.... .machlne&'y _ equIpmen_ pla=_ in service during _hs yea_

. + . • +

•+t ' _ :' _..'..'". .,'.Capi_a_ fro=marion h_ m_m_r'veh_cle manufacturers w_ul_"be:. !

• ._ . i .i....alde6 if _new guide!_n_ w_Ch.;_ dep_eci_Ion Z1fe o_ nine i• : years weE_ established.fort M&E used•_o manufac_ure.'mb_%_'_ehl _ ,

, ..,.. ' elms or component paC_s•'for+.moc_r'.vehicles,.'.Motor vehicle . /
'."' "_"'__+" .'._..."::m_fac=u=m_s:...Gsuld elm.ca ._c use a life at the" iower+e_d o'_"

.• .... he. _O+'_ange,. resulu_ng'_n"a." tax'dep_ecia_isn..l_fe .of.se_en+
• 'years_ 'The:ful!"!.O•_inve_._men_ _ax:c_ed_t wou'id+con_i_•u_ _o.'"";

a_ply st _his depreciation life. " • ' ' _ .: , .

The guideline life established under the A_R system for
deferred _peclal tools (chose wi_h a useful life of m_ce _an
one year) used in mc_o: vehicle manufacturing is 3 years,
Wi_hln _hls framework, motor ve.hi.c!emanufa¢=urers use these
yea_s fer special uools in o:der to qualify for a 3-1/3% in-
yes,men= _ax n=ediU which is available for _he oosR of assets
placed in service+ duclng the year having a depreoiable life
of a_ less_ =hree years. A po_ion of the funds preeen_!y
being invested in spemial tools goes to the purchase o_ tools
having an estimated useful llfe of one year or less.

The extensive product ohanges necessary _O meet ma_keh
•_ demands for fuel efflolent vehicles and Federal safe_y end
•_.: ./" environmenzal. EegulatsEy requirements _re causing massive
- special tooling uos_s, An e!ec_ive option t_ take a curren_

. deduction _or _he cost of all such special tools in the year
placed- i_ service would, help provide cash needed to fund ¢hi
la=ge invesP..,nen_.

/..... F-_ ,-+-.--___+
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I= should be noted t/la_ on, a.long-term discounted cash

,j_ .flowbasis,. the neu resul_'under this new a_oach would be. .
approxims=_ly.,,simila_i_c'presen=_law .beoause.'_he. manu_a_=uJce: .
sle¢ti;_ =o =a_e s current deduotion..wouldIose the permanent _..
benefit of th'e3-1/'3%'i'nvesCmen_ .tax credit in.exchange, for '" ' '

..t_s ac=ele_stlon of a_deduction which reverses" in later. _ : '"

Recc_ended Action

The T:easury. D#par_ment should establish a new ADR guide-
line life of' _ine '_ars fo'r"machinery and equi.i_men=_use_ _n '.'.."."

manufao=ure mouoE vehicles om.component parus.... . _. . . ..."

l'' ' Necessary gcver.nmen_al.'_c_ioni_'scshould be taken t_ '.'". '.''". '
allow specia_ _ools used _ manufacture, me,or vehicles..o_ "". .' '_'
componen_ par_e for moto_ _ehicles'to. be. w_it_sn-,off in _he .. • . .
taxable year _hey a_e. placed in service. Such a wries'off
s_oul_ b_ an else=ira 0_¢£o_ under w_ich: _he elec=in_ company
ooul& ohoos_ uc forego r.h_'benaZit o_ _._ p=esem¢ 3-1/3% ,' .'..
inves¢men_ ¢_" =re,it in oEdo_ =o be able to w_i=e off

special uool_ (bor,/_one yea_ and _hose p_eeenP/_ deferred) in
¢n_ =axnbl_ _arplamo_i_ssnvi¢_..

O . ,. , . .

., o_. ._u_ e "' ' .' .....' ' ..

._.nvee,-,_enmT'a_C_e_i_ .. ,. _ /, ' ' , , • • , . /. , ,r

" ,.:'._,T_.a_.=ude...0_l._i.nd_all,_,c+_,_.,_aaAc=. o_ i_,_0 (_u_!ia law'_' ""_'96 223] :'establlshed':a..n_ber"of_ne_ buslhe'Ss"eher_ ": .....,..._.,'...5'.'..'.t,_...._
.... 'invee_men_ _ax :c=edi_s' _or:. .solar and.wind energy p:=pe_y; .

georme_mal equipment; ocean thermal e_ulpmen=; qualifying
_y_roelec_rlo generating proper=y; regeneration equipment;
s_eclally defined energy pEoperuyt peter!sum coke and petro-
leum plcc_; coke' and coke gas equipment; biomass proper_y;
and in_erci:y buses. These inveeUmen= _ax ¢rediUs range from

None of _hoee. numerous new incentives for invesUmen_
in energy saving processes and equipment applies to the
machinery, equipment, and tooling used to msnu_ac=ure _he new
generations of fuel-efficient automobiles and _:ucks whic_
the marketplace is now demanding. Extension of =he business

energy inveecmen_ _ax credit to t_e machinery, equipment, and {
tooling used _o manufacture me,or vehicles with increased I
fuel economy would _o_ only help _ee_ _he enormous antloi-

+-'. pared capital needs of domestic actor vehicle manufacturers,'
+.,..+.•' bu_ would also aid in the more _apid o:ss_ion and production

of energy conserving new vehicles.

_+.............. ......
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Recomm e_."qed Action

Congcess should enacu leg lsla_i_n expanding :he a_pli:
"_-/ ca_icn.,of' hu=Ine.es eneEgy, inve'_,=nen_ ':_ c=edi_s _o. cove_* . '. +, '++..

inve-,_en:s in ._.hmmaohineEy, _",,qulpmcn+ 4rid _oollng' uqcd _O
.pEodu_e.moucE.vehic!es wi_h. inhE'e_sed fuel.,economy. ." '".'..:'

" "" "'A_' cecc'_ended' earllec<"_n.•'._.hls,papeEi _his: new:._nves._-.'"'...:: :_..' .•
_enc =aX, ccedit should a_SO _' nmde :efunda:',le,along wish
o_he._ £nves_.ment nax cEedi_s.

. . . , . ,

• , , . • .

. • . - • : , • ,-.

. , "*',,•,. -, . •

• . .. " , , '' ".' , '.
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Z. _.Tne C/san Air"Ac:.'as'.admin'istsr.adby the Environmental
Pr.ctec.ti6nAgency ton'rains a numbs= of provisions _Which. add lit_!e
or .ns_ing?_c.. impr:oving._ na_!on._s air" guali_y., but.do. =os_ _hm ..

ha.riot _i!l'isns of dolli_s.. The foll,_win_ .identifies: these .issues: . .:'' :.
an,_ recommends ac_'ns which' would, accomplish _hese purposes. .

• ; .:'" , " , , .• . . .'' .

i. Ai_ QuellS' Criteria, and Susndacds .•

National Ax_d:isn_Ai= 'Quali_ S_anda=ds (NAAQS). exp_es_ the
basic goals o_ t/_e A¢_, Th_ manner in which _hess goals, ace. set
.•i_crucial _c:- l=_e Act to safesua:d the environment • with minimum'

_d, isaui:_*J_crrC_: t.h_, nat.lot's economy..'T't is esser_=ial that _hey be
/."hse_ upon, stunS, vecif_a_ae, s=_en_h_i= aa_, Tn_ present A=_,I as,-.• . .. ;
"k__.._tscpce_ed.by E_A, allows the.NAA_S =6 be' established, based ._upon•• . !

• _r_:_'L'_,:_:_-'t: 'eh_'a'_ho _'I_ . q_ ph_slulcgi_aL, e_fec_s" with'., n0 • ' • .
" requ+i:nlemen=t_aU such ef+fect_ be ha'r_fu!.'o=" ev'eh-irTita=in_ "" ': :....""'_i

_ Amht'enn a•i=.'standa=ds•._=e 'based on, "w0:St Ga_e, 'and.frgquent!z ' ' r

I_ .'.u_vali_a_sd, medical _a_ZL co_.bined wi_.h'an. aabltraEy safe.=y . -'.. : ' "

. ' '_'_a6_5._:f.•Th'e•_.;Is:[n_.'._'ea=.:_e_inl.Dion..of.•'_u_Zic••heal_h"but it , .
i[ has been .in._pna_'_d :b_ E_A as including.'=h'e"most"Se'nsi'tiv'e_..........""" '.';.'.:....:.i
_ sesmen_ of the pcphla=ion pl'u_:'ad'ad'di=ional sa.fety factor. " .. ' ' _ "

Standards must be based on a_verse hea!_h effects, not
_eteo_aDle physiological effects. It is importan= that adverse
health effects, as distinct f:om o_her effects, be used in
esuablis_in_ NAA_S.

To compensate for _he problems which are in_srent in a
situation where an agency, such as E_A, is responsible for bo_h

p=es=:i_in_ and 'enforcing a body of s_andaE_s, the agency should
su_it i_s :eseaEch flndlnqs, analyses, and proposed standards to
independent scientific review and app=oval prior to promulgation. I
This independent scientific review group may be she Science
Advisory Board or Clean Air Ac_ Advisory Committee wi_h app:s-
priors, safeguards _c insure independence, or i_ may be a body
named _y and responsible _o the National Academy o_ Sciences or

\ =_hsr responsible legislative or administrative agency.

... LT--_;;,



Con_sol measures ace. applied._ovariouspollutien sources
.',hour due r_aE.d, for coat or sost/e_fectiveness and f:eguen_!y .

• 'employing""fo_cin_" .technology.. The.adsgtion. sf.risk_analysis'.
_e=hnlgues w_ll permi_ i more egui.table 'eval'ua_ion of 'the health '.' '.._-".'.

and economic fa_tors.:!nvo!ved_in se.tting'_ reasonable NAAQS. ": '.

"""".Rec6mmended _c_ion.'.. . ' " ' : .' :

o Require NAAGS =o protect the public against un_esscn-
able risk of signlfican_ hea!_h effects. Define an

.,.adverse health effect as a medically significant

phy%.i_lcgle or;pathoi'cgic chsng'e,.gene:ally evidenced, by" .'permanent damag.'eor incapacita_oEy illness'to _he ' ' "........

o Require. NAAQS tO.be'.hased upon 'studies'which use._he-" ': "."i "."i
has=data available to quantify _he. risk of adyerse
heal_h effects. " :' "'

0 _e_te 'an indspe'nden_.review g:_OU_'_or. ori_ical
evaluation of _h_ relevancy, quality, and accuaacyof. '
each snudy and da_a sou:sea an_ the SPA analysis of the.
snu_las.used =o establish =be NAAQS.

. . . . . .2 . . . .,, , . ,.
" O Rsq_xi'ra:is'k-_nalysis to' _e an-.'integ£al part of. the . .

.•.... NAA_S seining proses s, . _ .. , ' : ;

o.. _r_ide .foradequate _eer' review Of _al! _ro'posed alt ...." :"
quali_y criteria ahd NAA_S'. ".'.'".' '.' . ... ,' . " . '"...., .

o. Require each sho_t term .NAAQS, to allow fiv._ exceed =_. '. ......'.. ......,"...., ._,.'
• ShOeS _er year to allow.for na=ura! o_me_eorologlc'a_ .... .". . .
conditions if ourren_ NAAQS :a_iona!e is _etained. - ' ' ' "

2. _assen_er Car H_drocarbon S_andard

T_e Clean Ais Act requites tha_ hydrocarbon (HC) exhaust
em_eslone foe 1981 and subsequent model year passenger vehicles
no_ exceed a.level _epresentlng a 90% :eduction _rom baseline
(i_70 model year) vehicles. HC emission standards were instituted
because certain species of HC react with o_her chemicals and
compounds in the a_meephe_e to form harmful pollu_an_s. Early
state-of-the-ar_ meaeur_u_en_ techniques and _elatively low levels
of non-reactive HC species in au_omobi!e exhaust made i_ more
practical to measure Total Hydrocarbons (THC) p_ssent in auto-
motive exhausn. Curren¢ emission control hardware, such as

.... oacalytlo coarseness, preferentially tseat reactive hydrocarbons,
• leavin_ a higher percentage of non-reactive HC in the discharged
"_ ../exhaust.
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Hyd=oca=bons.a=e eChO=oiled because of their reao=ive
_ehaviori i.e., only reactive.hydroca:Dons need to be included in

"-- the ._IC standards..: .Non-reactive hydroca=Dons,, such as ms,hans, ....
that can now. be. easily meashred" and are 'present "in'suffloient.. '.". '.'.
quantitieS; "L_ automobile exhaust:,to .watran= exclusion,' .oUSh= no_ ' " . "
be regulszsd.' 'EPA's ambient' s_andard.excludes methane and foouses_ .i '

"-_:'on _cont=o/_,oftno'_-methane h_roca=bens, ' . . .

Reosmmended Action

0 EPA should a_ope, an exhaust non-methane BC 90% reduce!on
"" ' •:s_snda'rd of 0;39' 9pn as an.option: _o._the presen_ 0.41
:.. gpa _TH_. exhaust s_asda:d. ' ' "' ' _''""'

•.,+:,,++ i++..,,, .+,.,, • ,.... . :.,, •
3..' .Passe_e_ Car'C6,'NOx"and.1_a=tlou!ats ' ' '• .". ..' '.' 'i.. • ."• Exhaus_ Emission S_anda=ds" '

, +, • , . .

&.. .Passenger Ca_ CO Emlssion Standard-
•. . . . • . •

cuE:erie. E_A pnoje¢ticns ove=-sredic= CO emissions •when
compsaed _o _:ends. measu=_i a_ 90 ai: monitoring stations. On
_hi_ basis', =_ =u_=en_. emission, szandard goes beyond _hm levels.

""_.a=essaay, to p_o_i== hea_h:, sn_ m_s_ NAAQS. .In set61ng stands=de,

G the emisslsn: levels shouXd be_'jus_.i_iedcn.£he basi_ afai=' ' i •'.quality needs. ' , ' ' ' ' , • _ ' , ,

Nat/snally', embien'= C'_' levels'in" cen-_e_-city • l:Oca_iOa& have '• ''•: _',
shown •a:.s_eady aeoline at ._he'rate o.f ,7% per yea= w£=_ an_ overall :' ,

:. :educe!on,of, 3,S% i..n. ambien= levels from 1972 _o 1978. Locations .... '"i
• _a_'l_ion_!i.9"':b'ag£_g":U'he '_'W_r:s_' CO' _r_blems have.: improve_; as, an. ,•,, . , ...., :.+
-: even. faster .r.ate.. _or example',the 16 iu.s. monitoring, stations "_.,'.'_..."..'.+.

reporting =be highes_ CO concentra'.ions during' the five years, ..•. .
1973 tc 1978, have experienced a reduction in embisn_ CO levels on
_he ave:age of 45% o: a_ou_ 9% per year. The _ats of improvement
has been so rapid _ha= a Nations! Academy of Sciences panel rspor_
conolu'_sd :_st "the need far _he federal _.4 gpm CO llgh_.-duty
vehicle e_sndard deserves re-evaluation."

A _eporu from the 'CO Control Assessment Panel of the National
Research Council _o EPA, da_e_ June 30, 1980, found _he possi-
Dili_y _xlsts that emissions front cuEren_: California care, buil_
_o either a 7.0 _pm or 9.0 _pm CO standard, will be sufficiently
_on=_olled foe attainmsnt of the f_eEal CO air quality standard.
On the _asis of this finding, the Panel reoommende_ _ha_ the need
foe t_e 3.4 gpm Co emission standard be re-evaluated.

%•
,+.
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_h Recontmended Ant ion

less" sT_ing:en_.'standard, '=onsiscen.C with 'demonstrable' ..: ''.. ':["

F"FR

a÷_ qualicZ needs; should be esCablisbed.
•' . .. •. . , ,., . ,

b_.., ' Passenger'. Car'_OX Bmiss!on $".anda:d .... " "

Cu:=enC E_A projections ovec-pcedlcc NOx emissions when
compared to tmends measured ac 50 air monitoring scar/one. On
this basks, she curresm emission standard goes beyond the levels

+necessary _To'protec_ healCh,asd mee._.aim.quallty, standards. In
se_ing smandarda.+ _he emission !areAs should be jusmif_ed on _he. ....' +'

_asls::of" air:'qualiC7 needs.' , ,. . ... . . , .

On_y'_wo _'_rban as_'as oU'=si_e-of C/!Aforn_ia.,Denvec,.and. _ . _.. ....
Caicage., failed co athlete _he .'annualS.averageNox NAAQS of i00
ug/m 3 An 1978, accdcdihg CO an April 1980 SPA' dra,fC repot'& on ' • .:
ambient msnitoming a_t.ivi_ies. _o_.h loc=Tions ace close to the
a_andacd w£_h The:highes_ value rape=ted in Chicago _ 119 ug/m3
wiCA Denver' essentially a_ the s.=andard.. Because• am_ienn NOx
concentrations are.either close _o oc below _:he• NAA_S, =he need.
for a.i g_ _O_ standard dese_Ve_ re-_valuaclom. Based on

• a.vai!abl= aim qua_iC_ dace.,:a._ar%da_4 L an:high:a= 1.0 gpm NO_ ma_ ' !

I! '_' Recs_ended Acti'on " " "' ' " " '

•"" ..o ' A isss. s_in_enT, stzndard,..eonsisc&nc with'demonstrable . . .. /
• ai: quality needs; should be e'scabl_shed'_ . . ' "" _

. .%_ •

c.. ''Possesser Caf. D!'es'elP'a'rc'iduls'ce'E_issionStandards:. ..,.. ". ,

i Is March, 1980, she B_A es_abllshsd a final particulate

standard for 1982 and subsequent model year light-duty diesel
vehio!es. These ace 0.6 g;_ for 1982-84 diesel oars and
light-duty trucks, 0.2 gl_ for !gB5 diesel case and 0.26 gpm for
1985 diesel trucks below 8500# GV_. SPA has issued a Notice of

Pl:opossd Rulemaklng foc particulate regulations covering heavy-
du_y engines for vehicles over 8500# GVW wish a proposed standard
of 0.25 gm/bhp hr.

EPA has found t_at curment diesel oars emit from 0.3 to 1.0

_p_ particulates depending on the size of engine utilized.
_owaver, =he Agency has acknowledged _at anF attempt _o centre!
she NOx emissions "o future NOx s_andard levels causes si_niflcan_
increases in paEtloulate emissions. Thus, for lar_er diesel

:._en_ines, SPA has concluded than concre!!ing t:._e pa=tioulaces to e
- ).2 gl:m level will be quite di_ficul_ because effective hardware
"_-_nas not been _emonsCrated which will provide adequate _axClculate

non=no1 a= she inere s_ringen_. NOx levels. Ms=cover, manufacturers•
have pu_!icly ex'p=essed great Concern abouU the O.2.g_:m 1985 ' :..
standard.

I

... ..
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I'"_ Here impo=.tantly, _heEe..is no established evidence to
'_.u.icate,._.he'needfor particulate control at 1985 s.tandard levels.. . '
An OctDbe:. 1920•Na_ional'A_ademy'0f _Sc'_ences'study.emp_at.i¢'ally'. . "' "....._
sta6sa _hat'_.he:e has been no demonstrated adverse heal_h effect '
from diesel exhaust'. "..... +' .,:. , . , !

Recm=_ed'A_i_ ':'"' " "' ''"':" _.........." :_ " _:'.

o Until EPA determines that a need for control to levels
more s_.='in_en_than the .1"982standard is required to

meet established public :h'ealth.needs.,_he Agency. should ........
_etain, the 1982 s_anda=_ fo'E future model years.

" . - . •

+. S_sv?_rhi_ "Siand'a:ds ':",'," " ' ' " " "" " ' '"'
', . . ," " : .... • , ] '. '" .. . ' : , "; . ' .

-". _ea_tDuty1984Test P=6&e_ure ' ...'

L_ Fe_ua_"/, 198_, _A issue& a• _Ina_. _uJ_e.for 13.84 model
heavy, du_-y engineK (HDS's) aa_iwit_ i_ imposed• a new transient ' " '
c_s_ pco¢educe and 9_% na_uction in emissions for HC and CO. The
basi_ issue is when.he= _.h_ adap_ion, o_ a_new transient, tee=
m_bc,_du=_ an_ _h@ asso=la_s _' e.mlssi_n'.,s_.anclaad_i_.apptoSri&_m fsc

'(" .'_gas_ine, an_!di_,se_;,er_'ine_. T_ ne_.)t,-_msient: te_'_. _=sce.auc_. - ...
k<._:.= limi:e_ numbe_, of HDE:"e:weul_ no= ccnt,-ibut_ =c any . ' I
siqnidSican_'.4="cmm_ens_r==m.s_=, q_i_y: mene_,....... : . . .... ..... .,: ...,..'•

• Tes't'cycle 'v_iflc'at'ibn.wh_._h has'.beer_+ignordd.._y E_A i's.... ' ' . - .
Sa=;.i_ula:c!y impc_._,an._,and .a_pr_rlane sine9 .this is the fir'S= '' '' • : '

.usi'ng.da_a. from many. dlff6-_enlh.'_ype's.'and sizes' of' trucks in .many., ' .' , . "
different d:iving usages to develo_ _ single re'p_esen,ati_e • '- "' " :.
certification aes_ cycle. This is completely diffecen_ from the
!igh_-_uty cectifioa_icn uesc cycle which is a real life driving
ps_ern f=om a specific car operating on a specific road _ouce.

In-use aD vehi_-le surweillanue data ace available which show
e_cellent correlation _etween the current HD _es_ cycle and a
"=eel world" t_analen_' cycle.

R_commonoed Action I

s T/ISAdminis_:acc= should retain the heavy duty _es= I
.:co=educes currently in use.

_. 8eav,v Duty Dsflnl_icn of Useful Life I

E_A has promulgated the definition of useful life as .the I
"_full life" of t_e engine, in contrast to the half life intended
_y C_ng_ess and use_ in passenger, cars. and llg_t _rucks in _he
A¢_, Sy so doing, E_A _s igno'ring the: inten_ of Congress.
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The Ac_ provides tham in the case of vehicles o_he= than
_'Uht duty, useful ills.shall be a period of use of five years.or
. ;,000miles"(half life)..--or._he..equi_alsnt unless the.. ' . .
K_m_n_S_ato_'deteEm'ines thau. a _e_'iod o_.usa of g.reate= duration..' ...
or milea_e, isapproprlate_ ', '':' ," ' ' ' , ' ' ,' .

.. congress _el!e_ .=_s_.the"_seful _'_fe, i._., 'half llfe., ._0_: , "
•missibns'con_o'l"systems 'o'f'"h_avy"dUtyveh&c!e'_'or. englne.s.,'ma_.be..' .,: .... :,
longer _han _or Zigh= du_y vehicles I and !eft _is determlnat_on
up to the Administrator. Hswsver,'c_ngress ciea=iy in_unded tha_

i= _e the- half llfe, not the full !ire promulgated by E_A.

In ad_i=lhn, 6_ _han_n_ _heds_cep_ o.f half'_ife to full . ",.' ;' '.':
useful life., EPA.is also. increasing, t_e'stringency..of the emission . .., . ,
standardS; For example,'if _he _o'ncept were applied and the f_!!' '.. ....'
l'ife.we_s:assumed tO he 100:_O00 mi!e%,.thie, would _rea_ly increase .: . ../
the 'st=ihgcn=y of'_he da.teEio_ation fa=_or.(DS) due to a doubl_ng ' "."'
Of t_e useful life'. "This "inmrease in t_e DF must be compensaued. ..'
for _ iowen initia! emission levels.

Reaffirm _n_ C=n_ressiona_. inten= _ha_ t_a. "half life"
osnoep= b_ applis_ in"de_e_inin_ useful lif_.. Z_A

shoul_ establish. _ means' for defining, us.eful life.of' " ....
_eavy:du_y engines: withi_ _he:.Con_ressicna! concept:.. . '

• 1 [_'I

,..-. c,. ... '. i " " ' " . : "" "".... '

mus= mee_ a'40% AGL', WhiCh m_ans'th'at _he pro34c_ed failure r_e •
can _e no mole than 40% of the vesicle ty_e Delng nested. The
impor_an_ _esult of using s 40% AQL is that an engine _ype meeting
t_is quality level will, on ave=age, seer _he enission s=anda:ds.

Bowever, 1984 model year heavy du_y engines ale required t_
meeea 10% A_L, Or _he failure rate mus_ be less than 10% of those
_ssued.

S_ould _he manufao=urer fail ts achieve t_e minimum A_L for
any of _h_ _hnee regulated exhaust emissions, the car:if!cats of
eonfsrmlty _an he revoked, previously sold engines =sculled, and
additional vehicles sn_ engines may no_ _e pEcduced.

The change to a 10% A_L from a 40% A_L will have _he

,.._:a=ti=al effect Of lowering the emissions s_anda=ds _y as muc_ as
additional S4%. This is so because manufacturers will _ave _o

.._._hieVS emissions _educ_ions in production much below the s_andard
in o:der _O ensure :hat all engines will pass.

i
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'_,..>;.'..Because Congress requi:ad._hat the s_andards be.determined on
4. the .basis of ave=age, r'esu/itS,from. baseline, engines, i_ follows..'..'.'. .

_a_ aemp_lance wiUh the standards was intended by C_ngresa. to be_ '.,
on _he basiC, of avexaging'. Thls..stnongly suggests _han an average
emi_alo_.level...shoald_e, ueed._o .determine csmplianceo. . " ._ _. .

Recommended Kction

o EPA Should' revise its SEA regulations _o require a 40%
• . • AQL._or all heavy.duty engines.

.... . . ' .J., ,

capable of me_ih_ _he emissions, standards r_a=dless, of _he
altitude a_ whioh the oars age sold. EPA has indicated i_ will :
.expand _._is..requ_rement _o £i_h_ _ueks as w,ll. T_ou_h. _he final
re_ul a_ions hay6 no= been' promulgated, _he.implicaulon_ of _he .
Clean Air A== requiE_men_ are onerous and oonf!ic_, wi_/_ national
o_oo_iv_a _" improve, fuel economy. The sale. OZ vehicles a_ high

O _i!2_ requ/2_ _._a=_ vehicles. Bold.mug= _e .capable o_' meet.lng ..: '

:.... . ..... ........ i..,I
""high alti'tud'e.'_mlssion,.s_andards['p=ior._ !984 upon a showing..of

bo_h. nee_ and _eohnologidal feas'ib_!i_y. On oc_sber 3 1980. E_A . ,

and 1983. o:a_s'.andl_h_ _uty't:u_ka af_e_'oonc!uding'._hi.t..._ .'.'.,.;'..'._.,
"impl_mentstion of these standa_ds.w_i2 provide signlf'ioant . .'' '
envlro_en_a! ben_fils.". However, an exa_nination of E_A'S
analysis and puD!ished air quality da=a did not indicate any
com_al!ing a_gument fo_ _he nee_ cf special high a!=itude interim
_isaion standards foe moto_ vehicles. Wi_h _egard to 1984 and
subsequent modal year vehicles, the Clean Air Ac_ requires meeting
applioa_!e standards _egardlesa of _he altitude at which cars are
Bold. The intent of _he 1984 p_ovision was _s _ec!ude manu-
fa=_urars _rom offering a gEea_er variety of oars a_ "sea-level"
_han in high al=itude areas and was not established upsn.
envi:onmental need.

Re_o_ended A_ion

o Eliminate _he 1984 and beyond model year _ules and per-
_.. mit continued use of _e _e_u!ations already established

_or _he 1982 model year. A provision should also be
added _o allow the sale at high a!_itude of vehi_!es
exampled from.compliance wi_h the unique, emission
s_anda_ds if _hey.can meet _he current Callfo_n_a high
altitude oomplianoe ori_eris.

i'
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_'...t' !984Li_h_ Truck Exhaus_ EmissianRe_u!a_ions.

The, C,_ean Ai= Ac_ Amendments of 'i9q7 require a 9Q:% :edu_i.o_. • . .
o_ ,Hr.eng..coemissions fo_ 1983 and late= model years, applicable

.'_,'_ho_a. li_h_-duUy...lr.u=ks (LDT's) in._he 6000-8500# GV_ class. ' _ :,;'.
Cn Sep_em_eE'2'S_'.'lg'80_,."_he'EP_"promulga_ed: 198.4:,and,.Subsequen_,_ "
Modal Year Li_h_ Du_y Truck (LDT) Emission Regulations. The
_eq_iramen_,s of _,_ c_gula_ions consis= of _h:ee major separate i
elements: (I) more s_rin_en_ _C and CO emission s_an_a_ds (90%
.neduc_ion',._ncm a I_89 _ase yea=.i_.r_ui:ed _y the Clean Air Ac_
.wi_ reape=_ to som61_f t_ese _rucka)'i,(2) 'an £nc=ease in ', ..... '.' _ ,.'..

".cer_iflca_icn. durability =equiEemen_s.and.ass_cla_ed. emission " i
..,c6n_:c_:sy'st_wa=ran_yi.'an_'(_3).slgnif_cml_ly,:mo_e _t=ingen_ "

assembly line:rest' _equi_emen=s.('10.% A_L)... , " . ....

,The prcviaicna'for increased .dU=abi!i_y (ex_en_ed.useful. ."
lif_) and _he mc_e s_r_ngen_ assembly llne =earing. are no_
required! _o _e.asca_llsh_d hy _ha Clean Ai_ ACt and. have _een
adopted _sed on E_A'S pur_mr=edly _isc:e_ionary au_hori.t_ _o Sat
euchE_qulr_msnts. These a_di_ional resula_ory requirements will ''
have. insi_nifican=, aln q_ali_y benefit. Cer_ifylng and warranting

•' light-_u=_u¢_s um,th_ir _ull useful lif_ will pcesen_ _rastic

/---_han_s. _o._.h_:fundaman_.al:ce_Uif'ic=uicn_ program and associated :'
(' mginee=in_ _ev_lo_men.t effortS.' '.'.'" ; ' " ' :
k._,. '

The_a: is no' £d_i_a_.ion':anywhe'ce in' =ha,_ec/isl:a_ive:iis==ry.cf,..,:" "
• _he !9_._.O.lean.A/X.Act =h_=.'_he.useful !i_e-.of.li_h'_-du=y =tucks "' ' ;
• should _e. in_erpre_c_"as.a _c_al li_e. _When'useful _£fe. " :. '.':. '.,:

'",:"d_ic_s.;'fc=:..li_h:=-4v_y:Neaiqles. war.e•ini=lally.es_a_llshed.au ' ''i'
'. "._i#e.yea=e: .Or50.,00h m_les (section 'i'_2'(•_:)(_)/ _97'G"C_A')',.[con_=6sS.,_'_:,,,',..'..'.,_.:I

knew full well char'the vehicles 'were ac_ually _sed for periods 0_. :" :.': I
distances as much as _wice as lon_. Consequently, Congress
es_aDlishe_ _he mandatory compliance _eriod a_ approximately _he
half-life point,

The 10% A_L requi_emen= means essen_ia!!y _ha_ every vehicle
mus= _ass _hs end-of-line _es_. T_is effectively increases _he
emission certification compliance requirements drama_iea-l_iz--
=esul_in_ in i_c=eased eoa_s and, where adequate _e_hnology may
nc_ _e available for compliance, a =eduction in p_o_uc_ offering. •

The provisions c_ _i_ re_ulatlon requirin_ increased
durability an_ warranty lla_ili_y (ex_ended useful life) and _e
more s_rin_en_ asaem_!y line _es_ing (10% AQL) are nor required _o
be ss_a_lis_ad hy _he Clean Air Ac_ andhave Dean adopted, based on

E_A'_ purportedly discretionary authority =o se_ such require-

)manna.



.'_"_ Recnmmende,_ A_tion

E_ission R_gu!a_ions to eliminate _h'e ext,_nded useful' :'
• ..Life du:aOili_y cequlcements,. .The.10._AQL requi:ement " '

...'.:...:.....should'be '.¢han_ed tc the 4'0% AQL .now used' fbE.passenger
"ca_sl, .... " ' " '""" " :":'' """: .".. _ /'."' '_'.. ' . ..... i '. " .......:

7. Acnepuahi!ity of Avera_inq

"AVeraging" has bee_.fundam•ental tO.moccc vehicle emission
o=nt=ol regu!ations and ambient ai_ quali_y msasuremenPs because
_he.am_ent.ai£, effectively sees the averaqe pollution of the.
._=tal in-.us'svehicle fle'et_'..HiS'to_i_a_ly,' the EPA _sed.

F

F

q_

"ave£a_in_",ihl e_tablishing'vaE'ious bose'line,emission lave!s..on'. ,
wh'_a_ co ha.so'hew emission, standards. The Clean Ai_ Act '.. "'.i i '"'
Amendments of Au_u'st, 1977 directed' _hat _he 1983 and 1985 . ..
h@avy-duty er_ins emission standards, be calculated ".,.from the

aveEno_ of Ch_ ac=uallz m_a_.u=_l, emissions f_om heavy duty
_e-fueled vehlcles...". Thus, the. intanu oZ "averaging" is
impliai_ in (_,he.Clean All A== and. its legislative blstory.

_Th_ 'ocno,_-pf"-,,of ave_.a_in_'ks fundamental _o the Cleam: Ai_ AC_
/_a_ting w'i_ht_ fa== _a='am_ien_ air. qual.ic'y,is'an -_veragel " '. ' *
._. _lue.. Sowe_e=, seveca._ emission conC=ol guidelines' and sEandacdS' . ,' . , i

_:'_quine.'%aa_'avem/..v_iala. or..eng.lne.Ces_ed mus= pass th_ assigned •• standard., This app.li_s to csct_i'c'=tlo'n'ap'pfo_al of teS_ .vehicles'......' ,:i
and" englnee.._nd co su_sequen_ .pEodu=tlon llne•and vehicleyln--u_e..... ;., .,_
Pests. such as SEA. and 207( b3 inspec_ion/mainCen'ance, " A_andoning ".

: "._h.iW .i_'Y6"_ 'I6f'.'_l_e,rl_In'g .:_nd_ Tequ_c.in s, _ha.t.._,al,1 ._es_ed.. un£ts mge_ ',.. , . ,.
an a'sai_ned. ',tand'_':d. i's an.'adminiscca_ive 'tight'nine' of: _he :.'. 'i ':' .'.:' .' ...'_'"
s'.anda_d and, _n ef'f'ect,' 'has' _equic4d 'an aveca_e'redudtian gcea,Cs_ .....
than chat which seems apparent in the numbe:s.

An averaging approach will make the cveca!l emission
oe:_i_ioa_ion, new cac an_ vehicle-ln-use.audlt programs con-
sistent within themselves, consistent with sir quality measure-
menCs and wi_ the _scms of the Act. Manufacturers would have
increased flexlbillties of compliance which _otentlally could
reduce the asso_'i=ted costs _f ccmplianc,e and also could 'result in
fuel savin_s.

Recommended Action

o E_A s_ould cerise ice copulations _.opcovlde _hat all
requirements dealln_ with certification, pcoduetlon,

.... compliance and _eoall actions be in: teams of average
values of the units costed, noc ceilings whloh may not
be exceeded,
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_'! _ntea-,Zat_d _elJ.ueases

man=lecturer.to e_a_lish to "the s_t!sfacti0n oE the Adminlstrstot

=hat emission con_r_l.'sy.s_amsdol not "cause.,or _ocnt_ihu_e to. 'an. • .. .:
un=_on=_l'e. Eis_..t=_pu_!ic..hoa_th.(,wel.fa%e:.o_,safety ....".' Undo: ". ' ' .'....".'.
curren t law, this could contemplate, all kinds of" f.ailure modes .and
non-YT_ conditions.

_t is fundamentally. _ad pu_llc pel_c_ to impose on private.

parties the duty to .detexmlne whet'may. "cause or contribute to an ,
unresscr_a_le _la_ 'to pu_llc, health."'. Govexnmen_ is un.lquely .able, .' ...''.
and.consequently., th+ mcs._'pcopet."entlty to 'be'a¢princi'pal'.respon-" ,'.+" :"...'+'' :
sibiZi.ty,fon.de_e:mlning wha$+ i_ l.!kely.to' endanger .the.'pu_lio.'. . ,..
health'and '_o'.eatahllsh _he 'actions :e.quired to .minlmis_- that ""'""" ""
end_germen_. E_'Aalready, ha s adequate authority to regulate
tgouDlesome pollutants.

Recommended' Action '" " " ' ....

o T_S Admlnle=rsto:- should impose only. a reasonable
:e_on_.in_ te_tt/=amen= which could precipitate, fur=he=.

..rul_ma_inO_=_ _)_ n_e_t'_r,; eu_e_ueA_' monsidecati'on', in " .. ' ,'
C_ " _O_ new,.s_atlda_ds; .: ' ' ' .., ' _

l

E_A. has' cla.imed tha._,lead time s_ould be measurec_ f_om =he _ime a...
manufacturer fins= has no_ice of the Agency's in_ent to _ropose
adoption of a regulation. _emause oompllanoe wi_ m'any of the
A_¢ncy's copulations has entailed consideceb!e cc_t, as well as
allocation of limited _echnolo_ica! expertise, .It is unsound to
suggest _hat s manufscgu_er is o_li_ed tn allooa_e some of _eee
Scarce resources to initiating compliance with the requiEemente of
a regulation which _he A_ency m_y ultimately, not ado_t o_ adopts
in such a rsdlcall_ differenn fo_m _hat past effaces p_ove wholly.
or eu_s_=n=lally was_ed.

Recommended Action

o The Adminls_xato: should calculate _e approp:iate time
fo_" compliance _rcm the date on which the regulatio_ is
pEomul_sted.

Economic _mmac_ Assessment

.... The 1977 Clean.A'i_,.Act 'oontslns a minimal _equi_ement _.hatan
economic Impact assessment of certain _e_ul_nions _e made by the
Adminlzttato_ before thei_ p_oposal, However, the requirement has '_

+ . _,+_.. --- .--_ _. ..... _,....+,. . ?_ +..+ .2. "l r



i _ been easily clrcumven_ed. In view of the acknowledged monumen=al
_.:."=cs=i invcl,_e_ in compl_ance with _he Aat's'requicemen=s, the

sssessmen= o_ economio'impac= (which inc_udes_enecgy impact) i,s _., ,
made even m_re essential today.

on'...' .'.' ' :,..... ..+Rec mmended. Ao_i '+ ":, ' ! . . ,.,:

o The Administrator should make the Eccnumi¢ _mpac=
Asses-men= (adding cos=/benefit and cos= effectiveness
analyses) of all E_A pcopased regulations (no= just
enumerated pro-'J_'elons).' The.fai!ure to make such an

• assessmes_ or' =he caking, of" an. inadequa=e or erroneous
.assessmen= shoul_ _e grounds for,_icial review.

IZ. Medi'_m.and Hear 7 Truck Noise Standards"

MS_Iu_ an_'heavy---du=y _ruoks ace regula_e_ withrespeot _s
noise by E_A,under authority, of _he No.lse,C_ntrol Act. T_.e
ouEE_n_ s=andaad Of 83 decibels' became effec=!ve 'on Januar_ I, ,"
1978. E_A promulga=ed a.more s=ringen_ s=andard of 80 decibel's
oniginall_ =o b_ _ffeeuiv_ _anuary i, 1982. Recently =he outgoing
SPA Adm_n.ls=Ea_o_ deferred. _hs effeunlve d_=eof the standard one_ . •_

G MeaE _o Jahuary,l, 19'83primarily'because O_ the =eoen_ downturn . ' .in"=he eccno_i_ condi¢io_ o_ =he,_ruc'k manufeo.uring'indus_ry. " ' 1
.i. , . .' ... ... . , . ,++,... , .. . , , .. . . , . , "[

s'_+ndard.+" Z+A:ana_ysis'•me_hod+-a'nd+ da=a were challenged leading+...: +, :
_ne manufacturers _o oo6clude the 80 decibel 's=andard was not,

o=hec manufacturers =eq,ues_ed' t_s, 80 decibel s=anda:d be def'e_red' "'.'_.
for 2 to 3"years.because of _he excessive bhrden o_ engineeri'ng
an_ compliance costs and the capias! investments =equlred.

The cos= c{ meeilng the 80 decibel standard according _o SPA
ranges f:om $_07 _o $87_ 9e: =rusk with overall costs in =he _irsu
_res years of implemen=atlon =staling $4_8 million, T_e
communi=y noise impact of medium and heavy =rusk noise control is
one measure of =he henefl= of noise control. However, there is no
evidence _ha_ _he mere erem 83 decibels _ 80 4W_hels would

afford any "_@_ and welfare" benefi_ =o the oommunitz.
involves merei? annoyance.

Recommended Ac_lon

The EPA Adminls_ra=o_'s _-_ v_ d_.r_al _S inade_ua_. I=
is recommended =ha= t_e 80 decibel standacd be K_ and

: no fuehe_ _q_on be imposed un=il _he "hea!=h and

SPA has _e authority to ma_e this ohan_e admi_s_atively.

' i



' Safety an@ V@hlcle Fuel Efficient I Standards

Passive Restraints • . ' .

Department of'T_nspor'_ation (DOTi,.'Na_i_nal. Bighway T_affic
Safety Adninistra_/cn (NHTSA), as amended on Julz S, 1977,
=nqui=es the installatlon, cf passive.,nes_=aint._o6ec_ion in._h'e/ . . . . r
f=on_.ses=..of, al_..pessenger"¢ar_.Deglnnlng,, w%_/_..ful.l_size'c_Esin ......... _' :."...:
model _ea= 1982 and including mid-size ca=s in MY '83 and all cars'
in M_ '84. NHTSA's'_ustifioation is that too few oc¢upants ace
using _he availa_le.a¢_ive bel_ Systems and _ha_ passive
_es_:aln_s will pEovide automa_io'p_otection _,_atwill save
_nousands _of lives annually. _ " " _' '

• . . . .., 2. , . . . . , ,

:Com_l_ance.'w_._-this =equi_ement..wi!l.'.li_el_.enu_il"e!_e= ..... i.".'
a!= cushion r.ssu_alnns;o_.pa_s_ve bg!t,'.sy.stems..'Hanu_actuEers
_ave pu_Z_cly sta.ted._ha_' ai: osahion restraints will cost from' ' ':"..'"'" ""
$500 eo $i,000 per car. depending on product/on volume.' Passive
belts are estimated by .a_ leaa_ one manufac=u_er _o add
apS=ox/manslM $i00 pen oar, or $800 milllon in to=el in an
8 mi!li_ ca= yea=. Ther_ im no, ques¢io_ _a= passive'=es_aints -
are e_eo.¢ive-in =edu¢ing: in_uEyseve=ity in oe_:aln _ypes of
collisions, bus _h_i= sffeo=ivcnese in t_e aggregate is" not
¢xp=¢¢s_ to ha _E@_te_ _u_m_y b_ leas' than the= achieved wi_.h
availabl_ la_ an_.sh0_ide= bnlts if worn on t_ scale. abhiev_ bY ' " " " ';

K"_ na_ibn_ which-ce_ui_e.'Chei_ use (_hin 'is cur=en'tiI.ya_a ." " "''
_: /_l of 70% .or gnea_em as'repo_ted' by' NHTSA). ' ' ' _ i

Reec_ended Action: . _. , . ,. :.,.. ...... .... . ,

D_ should p_om_t!y =eevalua_e: the need. _Or _mplemen=a_ion O_ . . . =.....
_/_'n-Faaalwe restraint'requ_emen_ (wh_ah':wss pEomulga'_ed.almoa_ _. .: ,. . .•,

i four years' ago)" and :eassess its p_ojected.safe_y:_enefi_s.'.Reex_mlna_icn may well _ustify delay,, modification or even

I wiehdrawal of _e _assive _estrain: requirement.

I 2. Bumper Standard
The _ederal motor vehicle bumper standard (49 CFR 9ar_ 581)

issued by DOT requires bumpers capable of withstanding fEonn and
:ear impa¢ts at 5 mph.wi_J_out exceeding mln_mum damage _o =he
veh_¢le or i_s Dumps= system. (Phase Zl bumper damage criteria

became, effective Snptem_eE i, 1979.)

T_e _ned foe thla._egulation has not been aubs_an=ia_ed.
NffTSA has claimed _hs stanoa_d would produce savings in vehicle
damage gEea_e= than the addi_icnal ¢ost associated with _he "
standard. The NHTSA eat/mates a_e based upon data _ha_ are not

_mplete enough _o permi_ accurate assessment. On _he o_he_ hand,
" .puhliGly availa_!e da_a demonstrate tha_ a 2.5 mph £mpact
% -

• MgMA membe_ companies will offer'speclfiC recommendations
wi_h regard _o implementation of occupant restraint _equire-
_enss.
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" + 's_eed 'would'permit a redue_ion in" vehid_e weight _/_a_ in turn
• would predate cemb£ned initial oos_ and fuel. savlhgs +g'rea_e: _han '++ _ '
.:the p:oblema_ical+savings, and property damage reductions wi_h
bumpers meetin_'_the,5, m_h[+test impact speed..+Aslde from the
sav_ngs With'+the.+2.'9;mp_ hum_e_, a_'.leaa_.one..manufaotuE_r, has '
found _ha= the data produced' in the course+ of rulemiklng
d_monsu_ate the= a 2.5 mph _umper will be both cheaper to buy+ and
cheaper _o replace if damaged than & 5 mph bumper. In addition,
there is no jus_ificatlon f0_,the s_._ingen_ Phase II damage !
cri'_eEia....

+ + . . .' e , .

.."..Th4 ih_Usifg+_s, hom_ly_n4'wi=n,'rme" p=esent.',S mpb im_an= ' . '"+ •
spe_ :.egui+ament++ _.. at+' an addi.tional dir+et ees_ e'f a_ leas_ + ; '
the $50 per o.ar N_TSa has .estimated..' Thi'samo+un.ts.'"to.'$400mil_i0n" +./..
in an S mill'leo ca= yea:. In a_di_icn there is an annual fuel-
_enal.ty of 836 to 990'million gallons f_r the en_i=e'flee_ based

upo_ BH_SA' _ es=imat_ o_ S0.gallon_ _e= can filet/me.

Reeommende_ Action:

_ is reeom_ende_ that h_TSA be regui_ed to reduce the bumpe_ i

' impact. speed .Tequi=ament. _o 'Z.5 mph"-in Ion_it_in'al impacts an_. . i1.5 mph in'cc:nek: impacts as proposed in"S.llSg'offe=ed by" Sena=om"

'_y=_ .(_-_).,i_..the _,6thCong,_ess. In addition, _he property , ' "!
damage _rite_ia'should hehe_da_"_he _979.._eve!.(:Phase,Z).,..._,,'-'. '., i

'.-+ ", ./ .v+,,..." "°. . )
.3. ..Passenger &."Non-Passenoer' Au_omoSiie"Puel'E_onomv''" +. ..
'"":.:+_'Stan_are_,_or: ._he..Pos,_--198i_erlod ...... '

., . " _ ' ..... . " ' -.' " i: "" '..,.r:_ !'+.'.. ,,:, .... . .,,...+..+:
_n 1975 wi_h. _he pas'sage Of the Energ_ Policy and Conse_va- '" :.

Rien AOR (EPCAI, Congress rejeeRsd the thesis tha_ _he marke_
would be _he most efficient and equitable al!ooa_e= of crude ell
a_4 petroleum products. Attempting te "manage" the ma:ke_ _y
mainuaining ell price con_=els while limitinq demand _h_ough
legislated conservation measures, Congress established fuel
economy standards for passenger au_omcbi!es and au_ho_ioed _he
5ec:etary of T:ansporta_ion to estah!ish s_andards fn_ "non-
pass_nge= eu_em_biles." The pertinent see_icns of _he Mote:
Vehicle ZnfermaZion and Cos= Savings AC= as'amended by EI_A are
Sectlons 502Ca)(I) an_ 502(b).

Section S02(a)(1) of the Mote: Vehicle information and Cos_
Sayings A_ ee=ablished 27.5 mp_ as the corporate average fuel
economy (CA_E) standard for passenger au=omobi!ss for 1985 and

.-- _hereaf_sE. The Sec:e_aEy of T:anspor_atlon may, by rule, Amend
the post-!98_ s_nda=ds. However, any amendment _hich increases

/ the s_anda:d above 27.5 mp_ o_ decreases it be!ew 26.0 mpg. mus_ be
submitted _o Congress+ The amendment would _ake effec_ an the end
of 80 calendar days of continuous session Of Congress unless.
eider House passes a resolution of disapproval.
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Section $Q2(_) of _he Motor Vehicle Y.nfccmatics and Cos_
_'_!ngs Ac=.c.equices. _he' Socceca=.y.of T:anspar_a_ion. _o 9reec=ibe :....
corporate average fuel e=onomy standards for "son-passenger
automobiles," Chat is light-duty _:ucks up to 6,000 !bs. gross
vehic!e.wo_ghU CSUi_,(G%_R)_ foe each'model yea_ beginning with
t_e..!9_9. mode_' yea_.'..The..Secretary -.was,.also. g:iven'au_ho'rity to..'.'.' .'.. ...i...
ss_ s_andacds on t=ucks' up to i0,000 I_S. G_K pcovlded thac (a)
u_e _ulation of su¢h vehi¢lee will C_sulu in slgnlfioan_ energy
oonsecvatlon, oc (b) such vehicle will be used fec the same
purpose as vehicles below 6,000 ibs. G_R. Mandatory s_andards
_ave been esta_£s_ed on t=ucks up to S,500 Ibs. GVWR _hcough'
model yeac 1985. • ' " "

Recommended ,Ac=ion: .... ' "' .

Zstablishin_ new pcs_-1985 s_andacds, either by regulation or
legislation is unnecessary because market forces see now (end
shall in. th_ future, be) demcndin_ _e production of fuel-efficien=
vehicles. " • .

4. Economic' Impact. Asalyeis

-_, Tl1_•_tlonal.'T=affi= and _otor Vehlcle Safety Ac_ (Section
_)) ce_u/cee ¢ha¢ Federal MO.to'r 'Vehicle Safety Standards: he
-,o_icabl_ a_ w_ll as m_etin_: a safety seed. Practicability

includes' a.•:euson_bl_'balanoebatweeh '_mprovemen¢ i_ s_feCy " ' ' ':
pecformance.as;, a result of s' =tandacd or :e_u!ation.and the
ecoscmic cost' o£'the c'egulation, " . . .' ' ' ' ' " "

¢

The Natlonal Highway Traffic Safety Ad_inlstr_ios should no¢
only su_e¢¢ Sro.m_sed new standards to a _igorous economic impact
analysis out should also undec_ake a systematic assessment of the
economic consequences o_ existing standards and weigh them against
realized safely benefits. NHTSA's performance is both these
_e_aEds _as fallen far shocnof its pas_ commi_nents,

%u. J

• _i_


