Cheap Gasoline, Powerful Vehicles Make It Hard to Meet CAFE Standards
by Brent Snavely
Jan. 28, 2015: Detroit – There is a growing rift between the bigger and more powerful vehicles consumers want to buy and the fuel-efficient vehicles the government wants automakers to make.  The disconnect was eye-poppingly evident at the auto show just concluded here.
The crowds were deep around the 600-horsepower Ford GT and Acura NSX supercars, a 640-horsepower Cadillac CTS-V, and the larger-than life Ford F-150 Raptor and Ram Rebel performance pickups.  There was also a sexy little Alfa Romeo 4C convertible to ogle, plus an array of elegance on display from Jaguar, BMW, Mercedes-Benz and Lexus.
Conversely, there were barely a handful of new electric or hybrid vehicles -- the 2nd-generation 2016 Chevrolet Volt hybrid and Chevy Bolt electric vehicle concept, as well as a new Hyundai Sonata hybrid and plug-in hybrid.
Noticeably absent were new models of any of the high-volume, mainstream vehicles that automakers rely on to keep their fuel-efficiency scores in line with ever-stringent federal regulations.  With low prices at the gas pump and performance in demand, the question is how will automakers meet tightening corporate average fuel efficiency (CAFE) rules?
A Clash is Likely
The stage is set for a clash of titans.  The industry was already bemoaning the difficulty of achieving proposed CAFE standards of 54.5 mpg by 2025, when gas prices were approaching $4 a gallon and consumers made fuel-efficient choices when they went shopping.
With current gas prices below $2, their lowest level since May 2009, and the economy picking up, buyers have more money in their pockets and are choosing pickups and utility vehicles over small cars, hybrids and electric vehicles.  That is bad news for the overall fleet fuel-efficiency score.
"I think $2 is an interesting number.  It makes people feel more comfortable buying large SUVs and large vehicles," Fiat Chrysler Automobiles CEO Sergio Marchionne said last week at the Automotive News World Congress.
In 2014, light trucks accounted for 55% of U.S. auto sales, making cars a minority.  Small car sales took one of the biggest hits.  Sales of hybrid and electric cars fell 8.8% to 452,152, according to Hybridcars.com.  A lot of that is the effect of low gas prices and it's not likely to change soon.  The U.S. Energy Information Administration predicts U.S. gasoline prices will average $2.33 a gallon this year and $2.72 in 2016.
Marchionne says meeting proposed CAFE standards in the U.S. is possible but will require a large investment.  "There is not a single carmaker that cannot make the 54 number.  The question is, at what price?"  Given the cost and limited demand for electrification, Marchionne said, "the question is whether 2025 is a realistic date for which to achieve it.  54 [m.p.g.] will not change.  The date of implementation might."
Investing Plenty
Automakers have already invested billions to offer a wide spectrum of vehicle choices.  They improve fuel efficiency with turbocharged engines, batteries and electric motors, multi-gear transmissions, more aerodynamic designs and lighter materials.
Companies have also spent heavily to market eco-friendly vehicles and have no plans to stop developing them.  General Motors CEO Mary Barra said Friday that low gas prices "doesn't affect our long-term strategy, because it's much broader.  We're looking at fuel efficiency, electrification," she told CNBC at the recent World Economic Forum in Davos.
GM's Volt sales fell 18.5% in 2014 but its replacement, which goes on sale later this year, will travel up to 50 miles, up from 38, on a full charge before a gasoline engine kicks in.  While the Bolt electric vehicle is only a concept, GM is committed to a mainstream electric car that can go 200 miles before it must be recharged.  GM expects it to be available in 2017, to compete with the proposed lower-price Tesla 3.
Mike Manley, head of the Jeep brand, said lower gas prices won't cause Fiat Chrysler Automobiles to take its focus off of the development of hybrid vehicles.  "You are going to see hybrid technology used in the minivan.  And it's inevitable that you are going to see it in Jeep vehicles."
Consumer Choice
But in the end, the choice is the consumer's and low gas prices give license to lust after more indulgent vehicles.  The Ford GT was not designed with fuel efficiency in mind.  "We would have done this if fuel prices were high," said Executive Chairman Bill Ford of the halo vehicle.
The Acura NSX supercar is technically a hybrid, with 3 electric motors, but the intent is performance.  "It has the takeoff of an electric vehicle and when it starts to fade, the twin-turbos kick in," said Acura General Manager Mike Accavitti.  "It's a unique driving experience.  There's nothing like it."  Accavitti said Honda sells so many fuel-efficient Civics and Accords it can afford to introduce the NSX.
The 2015 Dodge Charger and Challenger SRT Hellcats, introduced late last year, have a 6.2-liter Hemi engine that produces 707 horsepower and drinks 1.5 gallons of gasoline per minute.
The Ford F-150 Raptor — with the same twin-turbocharged engine as the Ford GT — and Ram Rebel are specialized full-size pickups, again for a somewhat elite buyer.  But Ford's use of an aluminum body to drop 700 pounds from the F-150 improves the efficiency of the whole truck line.  And Ram offers a diesel in the 1500 that gives it the best mileage in the segment.
Lincoln President Kumar Galhotra said $2 gas "is good for consumers and good for us."  Prices will go up eventually, but even in the interim, he believes all customers care about gas prices, even luxury buyers.
Dealers like David Fischer, chairman and CEO of Troy-based auto dealership group Suburban Collection, also love the short-term reprieve in fuel prices.  "Why wouldn't it be good if consumers have more money in their pockets?" said the head of the dealer group that sells vehicles for 32 brands.  "It can't hurt our business."  Said Fischer, "A couple of years of lower fuel prices is nothing more than a bonus for consumers."
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