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Where it Begins:
The Energy Improvement
and Extension Act of 2008

» Signed into law by President Bush

* QOutlines tax incentives for Electric
Vehicles (EV’s)

* Consumers are eligible for a
maximum $7500 tax credit when
purchasing an EV

* Base is $2500

* Manufacturers have a 200,000
production cap

* If cap is reached, tax incentives
are cut in half for every
succeeding 6 months

The Problem:

In 2008, when the government
implemented a limit on tax
incentives for electric vehicles, a
question arose: “How can we
increase the amount of electric cars
driven?”. The reasoning behind a
desired increased in electric vehicle
usage stems from the positive
environmental and consumer
externalities that EV’s exert.
However, problems arose for
consumers and manufacturers as a
result of the limit on EV’s tax
incentives. With the limitations,
consumers began to stop purchasing
electric vehicles due to a high
expense factor, decreasing the
amount of electric vehicles on the
road (Barry).

Also, manufacturers believed once the
cap limit was hit, it put them at a market
disadvantage because consumers
steered away from buying their product
(Carey). Once again decreasing the
amount of electric vehicles on the road.

One of the largest manufactures of
electric vehicles, Tesla, was the first to
reach the 200,000 vehicle cap in 2018.
Tesla first acknowledged the market
disadvantage with an analysis of their
tax incentives. It concluded their tax
incentive would only be $1875 by the
end of 2019 (Carey). Tesla then
predicted that consumers would look to
other suppliers. In order to combat the
market
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decrease in
utilization of
electric vehicles,
the proposition stands to extend the tax
incentive. The extension of the tax
incentive will get rid of the 200,000
vehicle cap, in hoping to increase the
positive environmental and consumer
externalities of EV’s.




Benefits of EV’s

Environmental

CO> Emissions

® Study in Beijing, China found EV's
could reduce it emissions by
10,686 tons daily (Li)

Daily Kilowatt
Usage

e Study in Beijing, China found
amount of electricity was reduced by
14.44 million kilowatt-hours (Li)

Urban Heat
Island Intensity

e HII: the difference in temperature
between rural and urban areas of
a location

e EV’s have potential to decrease it
by .94 degrees Celsius (Li)

The Solution:
Eliminate 200,000 EV Cap at a Federal
Level, Extending Tax Incentives

Due to the 200,000 tax incentive cap on EV’s,
States have provided EV tax incentives at a
local level. 20 out of 50 states in the U.S.
provide additional EV incentives (Felton).
California is a pioneer in providing local
incentives to drive EV’s. California’s efforts
begin with their desire to increase their state
tax subsidy to $4,500 (Felton). They continue
with California’s Clean Vehicle Rebate Project
offering a $2500 tax credit for the purchase of a
purely electric

Consumer

Low

Maintenance

No oil changes, no radiators,

no exhaust system (“Benefits
of Electric Cars”)

vehicle (“States incentives”). Continuing
under the California Clean Vehicle Rebate
Project, the California Air Resource Board
plans to extend the tax credit to up to $4500
(Hansen). This increase is a result of the
desire to give EV manufacturers a reliable
market for the industry to grow. With these
state incentives, California has increased
their electric vehicle fleet by 53% bringing
it to a total of 337,482 vehicles (Sisson).
California serves an example to the federal
government of how an increase in tax
incentives increases the amount of EV’s on
the road. Thus, if the federal government
eliminated the 200,000 vehicle cap,
expanding tax incentives, the amount of
EV’s on the road would increase exerting
positive externalities.



Citations
Barry, Keith. “New Long-Range, Affordable Electric Cars Coming Soon.” Product Reviews and Ratings - Consumer Reports, Consumer
Reports, 9 Jan. 2019, www.consumerreports.org/hybrids-evs/new-long-range-affordable-electric-cars-coming-soon/.

“Benefits Of Electric Cars.” Ergon Energy, Energy Queensland Group, 2018, www.ergon.com.au/network/smarter-energy/electric-
vehicles/benefits-of-electric-vehicles.

Carey, Nick. “Tesla Hits 200,000 Cars, Meaning Lower Tax Credit for Buyers.” Reuters, Thomson Reuters, 12 July 2018,
www.reuters.com/article/us-tesla-tax-credit/tesla-delivers-200000-cars-tax-credit-for-future-buyers-to-be-lower-
idUSKBN1K222F.

Felton, Ryan. “California Might Boost State EV Tax Credit to $4,500 Per Vehicle.” Jalopnik, Jalopnik, 27 Sept. 2018, jalopnik.com/
california-might-boost-state-ev-tax-credit-to-4-500-pe-1829360001.

Hansen, Louis. “New, Bigger Incentives for Electric Cars Could Be Ahead in California.” The Mercury News, The Mercury News, 29

June 2017, www.mercurynews.com/2017/06/28/new-bigger-incentives-for-electric-cars-could-be-ahead-in-california/.

Li, Canbing, et al. "Hidden Benefits of Electric Vehicles for Addressing Climate Change." Scientific Reports (Nature Publisher Group),
vol. 5, 2015, pp. 9213. ProQuest, http://libproxy.lib.unc.edu/login?url=https://search-proquest-com.libproxy.lib.unc.edu/
docview/1898634384?accountid=14244, doi:http://dx.doi.org.libproxy.lib.unc.edu/10.1038/srep09213.

Natter, Ari. “Tesla Joins GM, Nissan to Press for Extended Electric Car Credit.” Bloomberg.com, Bloomberg, 12 Nov. 2018,
www.bloomberg.com/news/articles/2018-11-13/tesla-joins-gm-nissan-to-press-for-extended-electric-car-credit.

“State & Federal Incentives.” Plug In America, 2018, pluginamerica.org/why-go-plug-in/state-federal-incentives/?location=ca.

Sisson, Patrick. “California continues to lead the way on electric vehicles.” Curbed. com, VoxMedia, 30 Jan. 2018, https://
www.curbed.com/2018/1/30/16950118/electric-vehicles-ev-california-tesla.




