Issue Brief: How do clean transportation

standards affect fuel prices at the pump?

Background

Several states around the country, including Illinois, Michigan, and Minnesota are considering implementing clean transportation
standards, also called clean fuel standards. It will be essential for consumers to lean on data-backed analyses to understand the
demonstrated benefits of clean transportation standards at the pump.

California and Oregon were the first states to adopt this policy, and the data from their programs gives us an idea of what to expect
from future programs. As more states adopt these programs, they will provide more information to further prove consumer
benefits.

Q California

A study by Bates White Economic Consulting examined the California Low Carbon Fuel Standard (implemented in 2011)
and drew the following conclusions:
e The California Low Carbon Fuel Standard Program is not a significant driver of the price of fuels in the state.
e Rather, retail prices are mainly impacted by the cost of crude oil, the Cap-and-Trade program, and other California-specific
factors that do not apply to other states.
o While fuel prices are higher in California compared to other states, fuel prices are not correlated with credit prices, therefore
the higher prices cannot be linked to the Low Carbon Fuel Standard.
e Clean transportation standards provide benefits to consumers by giving them more choices at the pump through
incentivizing a wider variety of lower-carbon fuels and allowing fuels to compete, thanks to their market approach.

O oregon

Oregon passed the Clean Fuels Program (CFP) in 2016. The state’s Department of Environmental Quality tracks the average annual

cost or cost savings of the program.
Key takeaways from Oregon’s approach:
e The Oregon Department of Environmental Quality takes a conservative approach to tracking program costs or savings, which
risks overestimating the program's cost to the consumer.
e Even using an approach that potentially overestimates the impact of the program on fuel cost, the Oregon DEQ estimates the
average cost of the Clean Fuels Program per gallon of E10 in 2022 to be $0.0692- a small price to pay for 8 million metric tons
of greenhouse gas emissions reduced by the program between 2016-2022.
e According to the state’s website, the approach does not take into account “the value of CFP credits being used to lower the
cost of the low-carbon biofuels being blended into gasoline and diesel for use in Oregon, nor does it capture the value of the
credits making other low-carbon fuels such as electricity, renewable natural gas, or renewable propane cheaper and more

affordable to consumers in Oregon.”

Learn more on our website: https://betterenergy.org/clean-fuels-policy/
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