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C

hairman Collins, Ranking Member Reed, and distinguished members of the
subcommittee, thank you for the opportunity to testify on important emerging
opportunities and risks related to autonomous vehicles. Autonomous vehicles have the
potential to change transportation profoundly, in the United States and around the world. There is
much opportunity for improvement, but also potential for added risks and harms. How
autonomous vehicles ultimately shape our future is not foretold; it depends on many technology
and policy choices we make today.
Today, I would like to discuss three important questions about the future of autonomous
vehicles and how policies can shape it. First, will autonomous vehicles be safe before they are
allowed on the road for consumer use? Second, how can autonomous vehicles improve mobility
for Americans who currently may have limited mobility? Third, what mechanisms can help
realize the benefits and mitigate the drawbacks of autonomous vehicles? I will focus most of my
remarks on fully autonomous vehicles—those that can operate without a human driver some or
all of the time—rather than on vehicles that require continuous human oversight.

Will Autonomous Vehicles Be Safe Before They Are Allowed on the Road
for Consumer Use?
In the United States, roughly 32,000 people are killed and more than 2 million are injured in
motor vehicle crashes every year.2 Although safety has generally improved over the past several
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decades, 2015 saw 35,000 road fatalities, the largest increase in fatalities in this country in more
than 50 years. This occurred partly because Americans drove more and partly because they drove
worse.
U.S. motor vehicle crashes as a whole can pose enormous economic and social costs—more
than $800 billion in a single year.3 And more than 90 percent of crashes are caused by human
errors,4 such as driving too fast and misjudging other drivers’ behaviors, as well as alcohol
impairment, distraction, and fatigue.
Autonomous Vehicles Present Benefits and Risks to Safety
Autonomous vehicles have the potential to significantly mitigate this public safety crisis by
eliminating many of the mistakes that human drivers routinely make.5 To begin with,
autonomous vehicles are never drunk, distracted, or tired; these factors are involved in 41
percent, 10 percent, and 2.5 percent, respectively, of all fatal crashes.6 Autonomous vehicles
could perform better than human drivers because of better perception (e.g., no blind spots), better
decisionmaking (e.g., more-accurate planning of complex driving maneuvers), and better
execution (e.g., faster and more-precise control of steering, brakes, and acceleration).
However, autonomous vehicles might not eliminate all crashes. For instance, inclement
weather and complex driving environments pose challenges for autonomous vehicles, as well as
for human drivers, and autonomous vehicles might perform worse than human drivers in some
cases.7 There is also the potential for autonomous vehicles to pose new and serious crash risks—
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for example, crashes resulting from cyber attacks.8 Clearly, autonomous vehicles present both
enormous potential benefits and potential risks to transportation safety.
When the National Highway Traffic Safety Administration released much-anticipated
guidelines intended to outline best practices for autonomous vehicle safety, many looked to that
guidance to answer the key question: Will autonomous vehicles be safe? I believe the answer is
“maybe.” Answering the question requires considering two issues. First, how should autonomous
vehicle safety be measured, and second, what threshold of safety should be required before
autonomous vehicles are made publicly available? In essence, what test do autonomous vehicles
have to take and what constitutes a passing grade? Both are genuinely open questions, so it is
understandable that federal guidelines have not yet answered them
There Is No Proven, Feasible Way to Determine Autonomous Vehicle Safety
There are no road tests that could demonstrate how safe an autonomous vehicle is—there are
too many conditions and scenarios to test them all. (A road test that a person takes at the
Department of Motor Vehicles also does not prove that he or she will be a good driver; rather,
the road test determines whether the person can perform a specific set of driving skills under
regular traffic situations. While this type of evidence is viewed as adequate for licensing human
drivers, it is not generally viewed as adequate for robot drivers.)
A logical alternative is to test-drive autonomous vehicles extensively in real traffic and
observe their performance before making them commercially available. Although this is a
helpful first step, it is not sufficient to prove safety. Even though the number of crashes, injuries,
and fatalities from human drivers is high, the rate of these failures is low in comparison with the
number of miles that people drive. Americans drive nearly 3 trillion miles every year.9 The
35,092 fatalities and 2.44 million injuries in 2015 correspond to a failure rate of 1.12 fatalities
and 78 injuries per 100 million miles driven. Given that current traffic fatalities and injuries are
rare events compared with vehicle miles traveled, fully autonomous vehicles would have to be
driven hundreds of millions of miles and sometimes hundreds of billions of miles to demonstrate
their reliability in terms of fatalities and injuries. Under even aggressive testing assumptions,
existing fleets would take tens and sometimes hundreds of years to drive these miles—an
impossible proposition if the aim is to demonstrate their performance prior to releasing them on
the roads for consumer use.10 And, in the meantime, human drivers would continue to cause
avoidable crashes and enormous harms to people and property.
Developers of this technology and third-party testers need to develop innovative methods of
demonstrating safety and reliability. These methods may include but are not limited to
accelerated testing,11 virtual testing and simulations,12 mathematical modeling and analysis,13
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scenario and behavior testing,14 and pilot studies,15 as well as extensive focused testing of
hardware and software systems. This is a rapidly growing area of research and development.
There are promising ideas but no demonstrated and accepted methods of proving safety. In sum,
no one yet knows how autonomous vehicles should be tested. It is therefore reasonable that the
current federal guidelines have not specified a test either.
There Is No Consensus on How Safe Autonomous Vehicles Should Be
The second issue of how safe autonomous vehicles should be is worth considering, even if
their degree of safety cannot yet be fully proven. Some will insist that anything short of totally
eliminating risk is a safety compromise. They might feel that it is acceptable if humans make
mistakes, but not if machines do. But, again, waiting for autonomous vehicles to operate
perfectly misses opportunities to save lives because it leaves far-from-perfect human drivers
behind the wheel.
It seems sensible that autonomous vehicles should be allowed on America’s roads when they
are judged safer than the average human driver, allowing more lives to be saved and sooner
while still ensuring that autonomous vehicles do not create new risks. An argument can be made
that autonomous vehicles could be allowed even when they are not as safe as average human
drivers if developers can use early deployment as a way to rapidly improve the vehicles. The
vehicles could become at least as good as the average human sooner than they would otherwise,
and thus save more lives overall.
The lack of consensus on this point is not a failure of sound thinking. It is not a failure at all,
but rather a genuine expression of Americans’ different values and beliefs when it comes to
humans versus machines. It is therefore reasonable that the federal guidelines also do not draw a
line in the sand.
While these are difficult decisions, our differences in values and beliefs can be informed by
thinking not only about safety today but also about the arc of safety in the coming decades. Our
12
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discourse on the question of how safe the vehicles need to be focuses on the safety of
autonomous vehicles at the time that they are first introduced for consumer use. But this thinking
should be expanded to consider the evolution of autonomous vehicle safety over time, not just at
the start of vehicle deployment. When a human driver makes a mistake on the road, typically
only that individual can learn from that experience to improve his or her driving habits. The
other drivers on the road are largely unaffected. This is not the case with autonomous vehicles,
which can use experience and learning to improve performance, not just of the individual vehicle
but of the entire fleet. This is because, when an algorithm or software is updated and improved
for one vehicle, it can be updated for all vehicles. For this reason, experience may be one of the
most important tools for improving autonomous vehicle safety and, by extension, transportation
safety.
Policymakers Can Promote Autonomous Vehicle Safety
This raises an important question: How do we enable autonomous vehicles to improve as
quickly as possible while lowering the risks they pose? There are several tactics policymakers
could consider to accelerate autonomous vehicles’ improvement.
A first step is to conduct real-world but lower-risk pilot studies of autonomous vehicles. Risk
can be lowered first by operating autonomous vehicles in conditions in which crashes are less
likely. This can include limiting autonomous vehicle pilots to areas with less-complex terrain, to
routes that are well maintained and easier to navigate, to nondangerous weather conditions, or to
some combination of these controls. It can also include educating communities about safe
behavior in and around autonomous vehicles. Furthermore, risk can be lowered by designing and
operating vehicles so that when crashes occur, the consequences of the crash to passengers and
bystanders are fewer. This could be accomplished by limiting vehicle speed, ensuring that all
pilot-study passengers wear seatbelts, and so forth. These strategically limited pilot studies can
then be expanded as safe operation of autonomous vehicles is demonstrated.
A second consideration is the role of sharing driving data across the industry and with
policymakers. Autonomous vehicle developers already use the experiences of a single vehicle to
improve the safety of their individual fleets. This improvement could occur even faster if the
experiences of each vehicle in each fleet could be used across all developers to improve the
entire industry. There are certainly nontrivial concerns about protecting trade secrets, but these
concerns could be addressed and must be balanced with the societal need for safe autonomous
vehicle technology.
In sum, it may not be possible to know what the safety risk of autonomous vehicles is, and
Americans may not agree on what it should be. All the same, there are ways of lowering that risk
that deserve careful consideration.

How Can Autonomous Vehicles Improve Mobility for Americans Who
Currently May Have Limited Mobility?
For almost all Americans, the ability to get around is essential for living a rich, productive,
and healthy life: being able to get to a place of work, to visit friends and family, to access health
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care and other services, to participate in civic activities, and to be connected to the external world
in all other ways. Even with the increasing ability to interact and transact online, the importance
of mobility in today’s world remains vital. Despite its importance, many Americans have limited,
and sometimes very limited, mobility as a result of advanced age, disabilities, or lack of means.
Whatever the reason, limited mobility has significant negative consequences. Autonomous
vehicles could help.
Autonomous Vehicles Could Help Many Older Americans Who Face Limited or
Declining Mobility
The experiences of older Americans, especially those over 75, are emblematic of the
challenges of limited mobility. The number of Americans 65 and older will increase from 48
million in 2015 (15 percent of today’s population) to 74 million in 2030 (23 percent of the
population). The number of Americans 75 and older will increase from 20 million in 2014 (6
percent of today’s population) to 35 million in 2030 (10 percent of the population.)16 Older
Americans are living longer and working longer than ever before. The labor force participation
of those over 65 is expected to be 21.7 percent in 2024, up from 12.4 percent in 1994.17
Driving is important to their quality of life. Of adults over 65, 80 percent live in cardependent areas and 90 percent say they intend to age in place.18 Eighty-five percent of adults
aged 65 to 84 hold licenses, and almost 60 percent of adults over 85 hold licenses.19
Driving is risky for many older Americans. A recent study found that, when compared with
drivers aged 55 to 64, drivers over 75 were more than 2.5 times as likely to die in a car crash, and
drivers over 85 were almost four times as likely.20 This is due both to increased likelihood of
getting into crashes and greater vulnerability to injuries.
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But giving up driving has risks as well. Driving cessation almost doubles the risk of
increased depressive symptoms and is correlated with (though not strictly a cause of) cognitive,
social, and physical declines and higher rates of entry into long-term care.21
Geography can further affect mobility. Approximately 18 percent of the rural population is
65 years or older, compared with 13.5 percent in non-rural areas.22 Compared with their
counterparts in urban areas, older adults in rural areas must take longer trips for health care and
other services and have fewer alternatives to driving.23
Autonomous vehicles offer a promising solution. Fully automated vehicles that do not
require human intervention would allow many older adults to travel by car, without having to
drive. It could increase their mobility, with all of the associated social and economic benefits,
while mitigating much of the safety risk. This, in turn, may allow more people to age in place,
remaining in their homes for much longer than they might otherwise be able to.
Autonomous Vehicles Could Improve Mobility for Many Others
Older adults are just one group of Americans that could benefit from increased mobility from
autonomous vehicles. Many people with disabilities, young people, and people living in poverty
face mobility challenges that could be alleviated by autonomous vehicles.
In 2010, 56.7 million individuals (18.7 percent of the population) identified as having a
disability.24 Only 65 percent of individuals with disabilities drive, compared with 88 percent of
individuals without disabilities.25 In spite of the Americans with Disabilities Act, which
mandates that transit authorities operating a fixed route system provide paratransit or a
comparable service to individuals with a disability,26 individuals with disabilities often have
limited mobility because of a lack of availability or access to services. One survey showed that
12 percent of persons with disabilities reported having a harder time obtaining the transportation
they need to be independent, compared with 3 percent of others, the top two reasons being no or
limited public transportation (33 percent) and not having a car (26 percent).27
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There are also 25 million young Americans between the ages of 12 and 17 who have mobility
needs but are not yet old enough to drive or are novice drivers.28 Getting to school and academic
enrichment opportunities, social and extracurricular activities, and even first jobs can be a
challenge. Many depend on buses (principally to school) or their parents—or forgo travel. For
many working parents, there is a trade-off between supporting their own and their children’s
mobility needs.
Americans living in poverty also face mobility challenges. About 43.1 million people (13.3
percent of the population) live in poverty.29 This includes older adults and many individuals with
disabilities. In 2014, 10 percent of older adults and 28.5 percent of individuals with a disability
had a yearly income below the poverty line.30
About 24 percent of households below the poverty line do not own a vehicle, compared with
just 2 percent of households with incomes over $100,000. Individuals living in poverty are about
three times as likely to take transit and 1.5 times more likely to walk.31 While these are desirable
ways to get around for environmental and physical health reasons, they can take much more time
and limit travel to destinations that are accessible by these modes. This is important because
research shows that access to efficient transportation is important for escaping poverty (via
access to education, training, and work) and achieving upward economic mobility.32 In sum,
there are millions of Americans with limited mobility, and autonomous vehicles could help them.
Affordability, Availability, and Accessibility Are Keys to Realizing These Benefits
Simply bringing autonomous vehicles to market might not fully solve the mobility challenges
Americans face. Autonomous vehicles, like other transportation options, must also be affordable,
available, and accessible. Fortunately, autonomous vehicles may have advantages over
conventional transit, taxi, or vehicle-sharing services.
For many older adults, individuals with disabilities, and other people living below the
poverty line, the costs of a personally owned vehicle are prohibitive. The costs of a privately
owned autonomous vehicle are expected to be much higher, particularly initially. Shared
autonomous vehicles will be the key to affordability. Shared vehicles are vehicles that are not
personally owned but instead are available for many people to use, either on demand or through
a reservation system, and are typically pay-per-use. Some estimates suggest that the per-mile
28
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cost of using a shared autonomous vehicle service could be 30 percent to 90 percent less than
owning a conventional vehicle or using conventional taxis, depending on the nature of the
service.33 In other words, the per-trip costs could be comparable to transit, but with greater
convenience and speed.
Second, shared autonomous vehicles must be available where people live. Car-sharing
vehicles and taxis are not readily available in most small towns and rural communities because
there are too few people to support the services. Furthermore, those who live in poor urban areas
are another underserved segment in today’s mobility market. Transit may not offer complete
solutions, and taxis have historically been scarce because of the low demand compared to
wealthier urban areas.34 The lower cost of shared autonomous vehicles may increase the
availability in underserved regions where other transportation solutions are limited.
Third, shared autonomous vehicles need to be accessible. This includes vehicle design,
websites, and technology interfaces that are consistent with Americans with Disabilities Act and
other accessibility standards and guidelines. It also includes implementing diverse payment
systems that do not require smart phones or credit cards. Meeting these design goals can be
expensive. For example, the National Highway Traffic Safety Administration estimates that the
cost of a new vehicle with adaptive equipment (e.g., mechanical hand controls, power transfer
seats, and lifts and ramps) can be $20,000–$80,000.35 The cost for accessible autonomous
vehicles may be lower because the vehicle only needs to be modified for passenger use; it does
not need to be modified to enable driving.
Policymakers Can Promote Affordability, Availability, and Accessibility
All of this suggests that autonomous vehicles may increase mobility for historically
underserved populations in a way that is more affordable, available, and accessible than existing
transportation options. However, there is a clear and essential role for sound policy in realizing
these benefits.
First, policymakers can create incentives for manufacturers to prioritize these markets and
reach them sooner than they might otherwise. Incentives can include cost-sharing programs,
subsidies, or other financial levers. They can also include partnerships to integrate both public
and private shared autonomous vehicles into existing transit and paratransit services so that they
are complementary rather than competing. This may involve making payment seamless across
33
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modes, providing transfer benefits across modes, and integrating scheduling. Private ride-share
services are already working with transit agencies to provide connections to existing transit
services, but primarily in urban areas.
Second, policymakers may need to incentivize technology developers to ensure that
accessibility for diverse populations is a priority when designing these vehicles. This includes
facilitating collaboration between developers, health care providers, independent living centers
and other facilities, and, most importantly, the users themselves. Participatory design will be key.
Third, while the cost of shared autonomous vehicles is expected to be lower than many
alternatives, public assistance may still be warranted. In many regions, seniors and individuals
with disabilities ride transit at a discounted rate or even for free. Policies would be needed to
extend these discounts to shared autonomous vehicle services.
In sum, autonomous vehicles present an enormous opportunity to improve mobility for
millions of Americans who are currently underserved by our existing transportation system. The
social, health, and economic benefits could be enormous. Policymakers can play an important
and distinct role in prioritizing and enabling the technology so that autonomous vehicles can help
democratize America’s transportation system.

What Mechanisms Can Help Realize the Benefits and Mitigate the
Drawbacks of Autonomous Vehicles?
In addition to transforming safety and mobility, autonomous vehicles may also shape other
areas of transportation, including congestion, energy and pollution, and land use. Some potential
impacts will be positive while others will be negative. All of the impacts are complex and
difficult to predict, but despite the uncertainty, policymakers can help nudge the free market in
the right direction.
The Impacts of Autonomous Vehicles on Congestion
Congestion has enormous societal costs. Travel delays resulting from traffic congestion
caused drivers to waste more than 3 billion gallons of fuel and kept travelers stuck in their cars
for nearly 7 billion extra hours—42 hours per rush-hour commuter.36 The total cost to the United
States was $960 per commuter, or $160 billion for the nation as a whole.
Even if autonomous vehicles had no impact on the incidence of congestion, they could
reduce the cost of congestion. If individuals can work in their cars, the cost of the time spent in
traffic could be reduced substantially, even if the time itself is not reduced.
Nevertheless, the potential impact of autonomous vehicles on traffic congestion itself could
be substantial but is uncertain. Traffic congestion could be significantly reduced because more
vehicles can fit on a given stretch of roadway if they are autonomous. In the near term,
autonomous vehicle platooning (where cars drive close together to reduce air resistance and
increase fuel economy) can enable greater throughput; in the longer term, if a large number of
36
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vehicles are autonomous, lanes could be made narrower, creating more usable road space. If
autonomous vehicles are much safer, they could significantly reduce crashes, which are a major
source of congestion. Shared autonomous vehicles could provide better connections to main
transit lines, leading to increases in use.37
However, there is a flip side. Because autonomous vehicles will lower the costs of driving by
car—by enabling productivity in the vehicle, reducing fuel costs through greater fuel economy,
avoiding parking fees, and lowering insurance costs through greater safety—they could also
increase the amount of driving. Improvements in mobility for underserved populations would
also add to the amount of driving. If people can do the same things from the comfort of their own
cars, fewer people might take public transit.38
Accurately predicting the net effect on transportation demand is impossible because of the
disruptive nature of autonomous vehicles. Just as we could not predict in 1990 how the Internet
would change how and how much we would communicate 20 years later, we cannot confidently
predict today how autonomous vehicles will change how and how much we will travel 20 years
from now.
The Impacts of Autonomous Vehicles on Energy
Autonomous vehicles could increase fuel efficiency, but the net effect is unclear because they
may increase travel demand, which could negate those gains. To the extent that fossil fuels
remain the primary source of transportation energy, this would have knock-on effects in foreign
oil dependence, air pollution, and greenhouse gas emissions.
The way people operate and maintain vehicles is inefficient. Aggressive driving alone can
drop fuel economy by 25 percent, and not using cruise control on highways can drop it another 7
percent.39 Autonomous vehicles can avoid these behaviors and thus reduce fuel consumption.
Adding to this, even relatively simple levels of automation can enable platooning.
In the longer term, if autonomous vehicles that crash less are widely used, they could be built
lighter, which will further reduce fuel consumption and emissions. Less obviously, fully
autonomous vehicles might be able to jump-start alternative transportation fuels. One of the key
obstacles to both plug-in electric and hydrogen fuel cells, which have zero tailpipe emissions and
can use renewable energy, is the lack of refueling or charging infrastructure. This becomes much
less of a problem if cars can drive themselves to refueling or recharging stations because far
fewer stations are needed.40 One recent study showed that electric shared autonomous vehicles
could reduce greenhouse gas emissions in 2030 by 87–94 percent relative to current conventional
vehicles and 63–82 percent below projected model year 2030 hybrid vehicles because of
37
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decreases in future carbon intensity of electricity, “right sizing” of vehicles, and higher miles
traveled per vehicle.41
On the other hand, passengers may prefer larger autonomous vehicles to allow them to take
better advantage of the opportunity to do things other than driving, resulting in lower fuel
economy and greater emissions.42 And, of course, they may drive more.
The Impacts of Autonomous Vehicles on Land Use
Automobile use has influenced the form and extent of land development in the United States,
leading in large part to sprawl (that is, low-density, inefficient land-use patterns).43 The land
allocated to automobile infrastructure poses a cost to society: It could otherwise be used for
farms, open space, homes, businesses, and other facilities, with associated environmental,
economic, and public health effects.44
Autonomous vehicles may affect land use in two opposite ways, and both could take place.
Commute time and distance are among the key factors households consider in deciding where to
live. While areas father away from central business districts offer many benefits, particularly in
housing size and cost, a longer commute may be too costly, both in terms of travel and time
costs. However, given the ability to engage in other activities while in an autonomous vehicle,
the opportunity cost of transportation declines. This could increase the willingness of households
to locate farther away from the urban core, increasing urban sprawl.45
On the other hand, autonomous vehicles could also lead to greater density in core urban
areas. Driving remains the dominant mode of passenger travel in the United States, even in large
cities with good transit options, but the typical automobile is parked for about 95 percent of its
lifetime.46 As of a decade ago, the total area devoted to parking spaces in major central business
districts was, on average, about 31 percent of the district area.47 The emergence of autonomous
vehicles could sharply reduce the amount of parking needed in core urban areas in several ways.
First, after dropping off its passenger or passengers in a downtown location, an autonomous
vehicle could pilot itself to a remote lot in a peripheral area, reducing the amount of parking
needed in the densest urban areas where land values are highest. Second, as described earlier,
autonomous vehicle technology might lead to a new model for urban mobility in the form of
driverless taxis. Under such a system, autonomous vehicles would not need to park after every
41
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trip; rather, after dropping off one passenger, they would simply travel to pick up the next
passenger. Third, the convenience and low cost of such a system might induce many urban
dwellers to forgo car ownership, or at least to reduce the number of cars owned. Thus, driverless
taxis could reduce the number of parking spaces needed in residential buildings, as well as at
commercial centers.48 These effects, emphasizing the service character of transportation, could
free up substantial amounts of space in urban areas for other valuable uses: homes, businesses,
parks, hospitals, and so on.
Driving Externalities May Prevent the Benefits from Being Realized
While the effects of autonomous vehicles are complex, some outcomes are clear wins. If safe
autonomous vehicles are developed and used widely and responsibly, the current public safety
crisis in the U.S. transportation system could be mitigated. If safe and usable autonomous
vehicles are developed, mobility could increase for millions of Americans who currently have
limited mobility. In addition, if the potential increase in transportation demand created by
autonomous vehicles were mitigated or decoupled from fossil fuels, there could be enormous
energy security, public health, and environmental benefits. Related to this, if shared autonomous
vehicles are widely available and widely used, this could reduce private vehicle ownership and
the need for road infrastructure, allowing repurposing of land to more economically productive
uses.49
Yet these outcomes may not actually be realized because many benefits accrue to society
rather than to either the producers or consumers of autonomous vehicles. Consumers may be
unwilling to pay for expensive technology if much of the benefits go to others, and consequently,
producers may be less willing to develop them. Thus, there is less incentive for producers and
consumers to take actions that would achieve beneficial outcomes.50
Safety is a good example of this phenomenon, with significant consequences for autonomous
vehicles. When an individual drives unsafely or operates an unsafe vehicle, he not only puts his
own well-being at risk but also the well-being of all other road users around him, including
pedestrians and bicyclists. However, in our current transportation and legal system, an individual
is responsible for only a fraction of the full cost of being unsafe. In many states, motorists are
required to carry only $30,000 (or less) worth of liability insurance—far less than is necessary to
compensate someone for a serious injury, much less a loss of life. This leaves a huge gap
between the harms that are regularly inflicted by drivers and the amount available for legal
recovery. In essence, society subsidizes dangerous vehicles and driving behavior, creating less
incentive for safer vehicles and behaviors.
Economists call this an externality. An externality is an effect that one party imposes on
another party without compensating them for the effect if it is negative or charging them for it if
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it is positive.51 The free market does not allocate resources well in the presence of externalities
because the true costs and benefits of actions are distorted.
Consider how the safety externality dampens the market for safe vehicles, including safe
autonomous vehicles. First, buyers’ incentive to purchase safe autonomous vehicles (which we
can expect to be expensive, at least at first) is less than it would be if full social benefits of safe
vehicles were reflected in a lower price tag. Second, and related, auto manufactures’ incentives
to create as-safe-as-possible autonomous vehicles are less than they should be, because safety is
undervalued in the marketplace.52 The result is that very safe autonomous vehicles could be
technologically feasible, but fewer firms will develop them and fewer individuals will buy them
because many of their benefits accrue to the public rather than the purchaser.
Safety is just one externality. Many of the benefits and the costs of autonomous vehicles (and
vehicles in general) are external. If a buyer’s car is energy efficient, it helps the buyer somewhat,
but most of the benefits go to other people (e.g., the people who breathe the air in the area where
that vehicle is driven). Those costs (e.g., of poor air quality) are real and are borne by society. If
the benefits of reducing pollution are not factored into the buyer’s cost of the vehicle, there is
little incentive for them to buy it, particularly if the vehicle is more expensive than less-efficient
alternatives.
Policymakers Can Promote Beneficial Outcomes by Internalizing Externalities
So, how can we solve the externality problem? The key is to use policy tools to “internalize”
externalities so that market prices reflect the true costs and benefits of private-sector actions.
This can be done with subsidies, user fees, mandates, and privileges to ensure that producers and
consumers of autonomous vehicles receive the benefit from (and are thus incentivized toward)
making choices that benefit society.
As just one example, when a driver uses a busy road, he adds to congestion that other
travelers experience, but he does not have to pay for the cost of that extra congestion—the lost
productivity of others as they sit in traffic, the delay in goods movement, and the local increase
in pollution. But congestion is a problem that could be solved. Nearly all passenger vehicles in
this country have space for at least four people, but on average, there are just 1.67 passengers.53
Those unused seats are extra, already-built transportation capacity. But that capacity is not used
because, in large part, the costs of carpooling are internal (the driver bears the cost of the effort
and hassle) but the benefits of carpooling remain external (the driver does not benefit from
reducing society’s congestion). High-occupancy-vehicle (HOV) lanes are one partial remedy:
They help internalize the positive externalities of carpooling by enabling carpoolers to
themselves bypass congestion and get to their destinations faster.
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There are many policy options to internalize not only the congestion externality but also the
other driving externalities related to safety, pollution, oil dependence, and mobility. These
include creating insurance requirements that strengthen the market for road safety, offering
transit incentives that reduce congestion, and offering rebates for using fuel-efficient vehicles,
among others. Each option has a long history of research and discussion, and these and other
options have been implemented to varying degrees.
It is not possible today to give each policy the discussion it warrants. Nevertheless, now is
the time to revisit the impact of driving externalities and the policies to internalize them, because
autonomous vehicles could improve our transportation system tremendously, provided the right
market signals are in place. In other words, because so many of the benefits and costs of
autonomous vehicles would accrue to people other than the buyer, internalizing externalities is a
key step to ensuring that society minimizes their disadvantages and maximizes their benefits.
There is also a current window of opportunity to send those new market signals because
consumer expectations about autonomous vehicle costs, performance, and other characteristics
are not yet set. For instance, congestion pricing requires drivers to pay a fee to travel during peak
rush hour, because driving during rush hour imposes higher congestion costs on everyone than
driving at other times does. Although congestion pricing is widely recognized as an effective
means of internalizing the cost of congestion and thereby reducing congestion, it has been
difficult to implement, partly because drivers are unaccustomed to paying different prices based
on when they travel. However, today, many private ride-sharing companies charge an extra fee
for their services during rush hour, analogous to congestion pricing. Because these services are
new and the reasons for the charge are understandable to consumers (greater demand for a
limited supply of goods), these fees have been generally acceptable. Similarly, consumers may
be more amenable to new policies that internalize the externalities of driving now, before
autonomous vehicles are available, rather than later, once expectations about autonomous
vehicles are set. Of course, these policies must apply to all auto travel, not just autonomous
vehicle travel, for the market signals to be clear.
In sum, it is not possible to fully predict what a future with autonomous vehicles will look
like. However, by using the current window of opportunity to internalize the externalities of
driving, it is possible to send the right market signals, paving the way for a future transportation
system that maximizes the potential advantages while minimizing the potential disadvantages.
This is an exciting future of increased mobility and economic growth and greater transportation
safety, efficiency, equity, and sustainability.
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