offset, or in the case of some other fuels, to partially offset the excise. Excise has not been indexed
since 2001,% so the percentage of excise in petrol and diesel is decreasing as the price of oil rises.

It is worth reintroducing the indexing of the excise, correlating the rate of excise to the carbon
content of the fuel, and developing mechanisms to protect the poor (see section on low-income
earners below).

The other issue is behavioural change. Behavioural preferences of consumers will also dictate the
reduction in GHG emissions and in fact”are likely to be equally as important as fuel and

technology choices”.%

Graph Three: Consumer Behaviour Change Important

3 ‘From September 2002, ethanol blended with petrol for use as a fuel attracts excise at the same rate as
petrol. A subsidy (equal to the excise rate) would also be provided to domestic ethanol producers until 2008.
This producer subsidy was extended until June 2011 and was to be administered by the Tax Office under the
cleaner fuels grants scheme (to then be progressively phased out over the next five years).’
http://www.ato.gov.au/businesses/content.asp?doc=/Content/52768.htm

% Future Fuels Forum (2008), op.cit. p.21

3% Future Fuels Forum (2008) op.cit. p11
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Category 2: Measures to Increase Demand for Low Emission Vehicles

2.1 Restructure State and Territory registration and stamp duty charges for light vehicles
Proposal

Realign existing State and Territory stamp duty and/or registration charges for light motor vehicles
on a sliding scale based on greenhouse (CO,) emissions.

Your Views

1. Would a stamp duty differential charging scheme be an effective means of encouraging
consumers to purchase more fuel efficient vehicles?

2. Would aregistration differential charging scheme be an effective means of encouraging
consumers to purchase more fuel efficient vehicles?

3. Of the range of basic system models outlined above, which would be the most effective at
improving vehicle fuel efficiency and most understandable to the average motorist?

4. What other considerations should be made in the design of any system?

There is a case to be made to ensure that State and Territory stamp duty and/or registration
charges for motor vehicles are based on a sliding scale which provides incentives for lower
greenhouse (CO,) emissions vehicles.

Car registration fees are the responsibility of state governments. Currently Victoria charges the
same fee for any car, while in South Australia, Tasmania, Northern Territory and Queensland
registration fees are linked to the power of the car in cylinders and in WA, NSW and the ACT fees
are set according to the weight of the vehicle®. These are a loose proxy for fuel consumption,
however some larger cars can be more fuel efficient than a smaller car, for example a Prius.

Instead all registration fees should be directly linked to the fuel efficiency or emission levels of the
car model, with significant differences between the most efficient and the least efficient. As part of
any behavioural change program, governments should promote this incentive to enable
purchasing of cleaner, more efficient vehicles.

7 CTP Insurance (2008), A guide to registering your car, http://www.moneybuddy.com.au/ctp-insurance-a-
state-by-state-guide-to-registering-your-car
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Category 2: Measures to Increase Demand for low emission vehicles 2.2 Provision of direct
financial incentives/disincentives based on vehicle CO2 emissions

Proposal

Encourage consumer uptake of low emission vehicles by establishing a balanced set of direct
financial incentives and disincentives based on the CO, emissions performance of a vehicle.

Such offsetting incentives are frequently described as “feebates”, and this term is used in the
remainder of the discussion of measure 2.2. A feebate scheme would provide a direct financial
incentive toward the purchase of new vehicles with low CO, emissions, and also impose a financial

penalty on the purchase of new vehicles with high CO, emissions.

Your Views:

1. Is there evidence that direct rebates for low emission vehicles are an effective measure to
improve overall vehicle fuel efficiency?

2. If so, do you consider that the cost of rebates should be offset with fees on high emission
vehicles (i.e. a feebate scheme)?

3. Do you agree that any scheme should be based on CO2 emissions and not linked to
particular technologies?

4. If a scheme was to be introduced, would you support it being based on a single threshold,
or do you support a range of “class” based thresholds?

5. What do you consider are the advantages and disadvantages of such approaches?

There is a case for introducing a direct financial subsidy for the purchase of cleaner vehicles. The
Future Fuels Forum modelling shows that a low emission subsidy does result is a much faster
uptake of cleaner vehicles such as mild hybrid (that still have an internal combustion engine); plug
in electric hybrids and 100 per cent electric vehicles by in fact 12 years assuming a $2,000 subsidy is
introduced in 2010. See Graphs Four and Five below.

Graph Four: Expected uptake of clean vehicles Graph Five: Introduction of $2K subsidy brings
Without introduction of a subsidy. Forward the uptake of cleaner vehicles by 12 years
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The Jamison Group proposes tax rebates for purchasers of hybrid vehicles.®® While no specific
details are given this presumably could involve income tax deductions or refunds.

3 Diesendorf et al (2008), op.cit. p.55
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Generally there are better instruments for achieving good environmental outcomes than straight
subsidies. Subsidies may encourage car purchase or increased use when other modal alternatives
would be environmentally preferable. However, there may be special cases for some subsidies.
One of these may be for low-income earners, particularly if living in areas where few alternatives
to car exist. For more details see the low-income section below.

Issues for low income people

Low income consumers are substantially affected by petrol price increases particularly as they
tend to live in outer suburbs of our main cities and largely car dependent.®® The Future Fuel
Forum’s modelling shows that oil price increases will increase weekly fuel bills to between $50-220
per week by 2018, if governments don’t act now to reduce our oil vulnerability. The dilemma in
dealing with low-income earners is how to protect them from prices increases while still enabling
change to occur towards a low carbon economy. Subsidising petrol is bad public policy, as it
provides no incentive to change behaviour. The best policies are those that enable all households
including lower income earners to provide the necessary incentives and disincentives to reduce
their car use and/or their fuel use.

Certainly this is one area where rebates and subsidies to purchase smaller or more fuel-efficient
cars may be warranted. Incentive payments for scrapping old inefficient vehicles and rebates for
purchase of very efficient vehicles could be effective in influencing car purchase decisions.
However, there need to strict rules on how this occurs including;:

» The recipient must be genuinely low-income (a low household income limit should be set)

» The new car must be significantly more fuel-efficient than the old one (for scrapping)

* Any car being scrapped must have been in use (and not simply a wreck in the backyard)

» Preference people who live in areas with little or no public transport

Tax incentives, for example deductions on income tax, are generally not a good way of benefiting
low income earners and rebates and/or low-interest long-term loans are far better mechanisms.

Category 2: Measures to Increase Demand for Low Emission Vehicles

2.3 Develop fleet purchasing frameworks that incorporate greenhouse reduction objectives
Proposal

A voluntary scheme that supports the adoption of best practice fuel efficiency strategies in
government and business light vehicle fleets. The measure could include:

1. Provision of comprehensive information and advice on greenhouse abatement strategies to
government and business fleet operators.

2. A national fleet accreditation process which supports government and business fleet operators
to set and achieve voluntary, enterprise-level fleet greenhouse emission targets. This process
would relate to all aspects of fleet procurement and management.

The benefits of a national scheme to improve the fuel efficiency of government and business fleets
would assist in underpinning future investment decisions by vehicle

Your Views

¥ Dodson, Jago and Sipe, Neil (2008b) Unsettling Suburbia: The New Landscape of Oil and Mortgage Vulnerability
in Australian Cities, Urban Research Program, Research Paper 17, August
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1. Do you consider fleet operators would be motivated to participate in a national fleet
accreditation process to improve the fuel efficiency of their fleet?

2. If you do, what benefits do you consider fleet operators would expect to result from
participation in such a scheme?

3. Do you think that an accreditation scheme should have the sole goal of improving fleet fuel
efficiency? Should additional goals be considered (such as air quality)?

4. Are you aware of fleet fuel efficiency schemes operating within Australia or overseas? Has
there been an analysis of the effectiveness of these schemes?

There is a case for requiring fleet vehicles to be far more fuel efficient and to make sure that fleet
purchases move quickly towards international best practice.

Australian governments (at federal, state and local levels) buy 18.5 per cent of cars manufactured
in Australia for their fleets.** Some governments, such as the Victorian government, have a
preference for purchasing domestically manufactured vehicles.*

However, Australian manufactured cars are not fuel-efficient by world standards. Graphs XX
below compares the fuel consumption for different categories of cars purchased in 2007 - fleet
vehicles (Commonwealth, State and Federal governments, and business) with purchases of private
vehicle purchases. The conclusion that can be drawn from this graph is that those cars purchased
as fleet vehicles are, on average, significantly fuel inefficient (10.5L/100km) compared to private
vehicles purchased (8.5L/100km).

Graph Six: Fuel Consumption by new vehicle in 2007
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40 Bracks, Steve (2008b), op.cit. p.11
4 Bracks (2008b) op.cit., p.1
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Graph Seven: Fuel Consumption by new vehicle in 2007
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Graph Seven compares Australian standards of fleet vehicles to international best practice
standards. It is clear from this graph that we are way above international best practice and if
Australia were to adopt such a best practice target the greenhouse savings would be considerable.
In 2007 we could have saved 82.5 million tonnes of CO2 over the average vehicle life (9.7 years).
That’s about one year’s worth of transport sector emissions.*?

If government procurement could be improved by insisting on purchasing fuel-efficient vehicles,
and buying from overseas if necessary, the overall fuel-efficiency of the Australian fleet would be
substantially improved. Providing the necessary incentives for local producers to manufacture
more fuel efficient vehicles would also help the local manufacturing industry.

Because many Australian cars are medium to large, government procurement has probably also
favoured larger cars than are necessary for the tasks they are required to do. A general reduction
of the car size of the Australian fleet would also improve overall fuel-efficiency. The Australian
Conservation Foundation believes all governments should be required to set and achieve targets
for the fuel efficiency of their fleet.

Since Toyota has announced the manufacture of hybrid Camry in Australia (assisted by a $35
million grant from the Green Car Innovation Fund),* there is an alternative possible. However, in
many cases the Toyota Prius would be large enough for government use, and should be imported
in preference to the larger Camry, hopefully encouraging Toyota to produce the Prius (or similar)
in Australia.

Because governments have such a relatively large market share, they prove a ready market: state
and Federal governments could even join forces to jointly order a large number of fuel efficient
cars or new technology cars such as electric cars, which would provide greater incentive for
overseas car companies to manufacture these in Australia.

4 Australia’s transport sector produced 80 million tonnes of C02 emissions in 2005.
4 Diesendorf et al (2008), op.cit. p.56
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Green Car Innovation Fund

The federal government has announced a Green Car Innovation Fund of up to $500 million dollars,
to run for five years from 2011, to provide incentives for R&D and innovation in improving fuel-
efficiency of Australian-made vehicles.*

There is a danger that this fund will simply be used as subsidies to major automotive producers to
do in Australia what they already do overseas. While this may improve fuel-efficiency — and may
in some cases be necessary to fast-track necessary change — it is not true innovation. It is important
that a large portion of this fund is used to foster genuine innovation, including kick-starting
promising technologies such as electric cars. The main recipients of the funds should be local
research and development and local producers of new technology, parts and conversions.

4 Bracks (2008a) op.cit. p.21
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Category 3: Measures to Improve Consumer Awareness

3.1 Including fuel consumption data in vehicle advertisements

Proposal

Require standard fuel consumption and CO, data to be provided in vehicle advertisements to

reinforce the current fuel consumption and greenhouse information provided to consumers via the
current fuel consumption label and the Green Vehicle Guide. The measure is aimed at improving
fuel efficiency by providing consumers with a capacity to choose better performing models from
among those models that meet their needs.

Your Views

1. Do you consider there is a case for including fuel consumption and CO2 emissions data in
vehicle advertising?

2. If so, what do you think would be the best way to implement it?

3. Are there any matters not identified which would facilitate or impede the introduction of
this measure? We are particularly interested in any published material you can point to.

4. What do you consider are the costs and benefits of the measure, and their likely
magnitude? What is the basis of your views on this question?

5. Are you aware of any other countries implementing similar measures, and whether there
has been any analysis of their effectiveness?

As stated above behaviour change is equally as important as technological changes to the motor
vehicle fleet. Therefore the government has an obligation to provide the necessary education tools
to help make the shift towards a better understanding and therefore choice about the vehicles they
purchase.

The UK King Review recommended that the government should strengthen demand side
measures to encourage consumers to choose the best in class or downsize. To achieve such a
change, a package of measures is required. Fuel economy labelling is important and to improve
their impact the King review recommended the following:

+ Extend the labels beyond new cars to cover second-hand cars registered from March 2001
that are sold through dealerships;

+ Extend the labels to cover new and second-hand vans once the required information on
CO2 emissions is published for all new vans;

+ Provide comparative information of best in class for Co2 emissions and fuel economy on
the label.

4+ Furthermore, there was a recommendation to strengthen vehicle advertising so that
information on CO2 emissions and fuel economy is “is presented in a more prominent and
consistent form in advertisements across the media. This should include a requirement to
display comparative information on emissions relative to other vehicles in class”. 4

The Australian government could consider these recommendations.

4 King Review (2008) op.cit. pp10-11.
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Category 3: Measures to Improve Consumer Awareness

3.2 Standards/labelling requirements for non-engine components which impact on fuel

consumption148

Proposal

Introduce standards or labelling requirements for non-engine components — such as tyres, tyre
pressure monitors and vehicle air conditioning units — which impact on vehicle fuel consumption
and CO, emissions.

Your Views

1. Do you consider that measures in relation to non-engine components are worth pursuing?
2. Do you agree with the Working Group’s assessment that Australia should move quickly to
assess/establish within Australia any measures agreed to internationally?

In Australia all new cars sold must have a fuel consumption label. From 1 October 2008 this
requires the fuel consumption to be displayed as an urban figure, an extra urban figure and a
combined figure in litres per 100 kilometres, as well as a combined figure for grams of carbon
dioxide per kilometre.*

The Jamison Group suggests that aspects of the New Zealand labelling system should be adopted
here, namely a star rating and the estimated cost of driving per year.*” The ACF supports this
recommendation.

The International Transport Forum notes that reported fuel consumption often does not match real
on-road fuel consumption because of driving factors, congestion, car maintenance and extra on-
board equipment such as air-conditioners, power windows and power seats which are not used in
official testing.*® The discrepancy is significant, in the order of 20 per cent.

Germany emphasises the importance of efficient car equipment in addition to car fuel
consumption.®

A star rating scheme for car fuel efficiency labeling should also be introduced that and includes the
cost of running each car on the label.

46 http://www.infrastructure.gov.au/roads/environment/index.aspx#7
4 Diesendorf et al (2008), p.27

48 ITF (2008), op.cit. p.58

4 ITF (2008), op.cit. p.68
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Category 3: Measures to Improve Consumer Awareness

3.3 Heavy vehicle environmental rating scheme

Proposal

To provide guidance for heavy-vehicle buyers in relation to fuel efficiency.
Your Views

1. Do you consider there are gaps/inadequacies in the provision of heavy vehicle fuel
efficiency data to business purchasers? Can you identify those deficiencies?

2. If deficiencies exist, what do you consider is the most effective way to address these? Do
you consider there is a case for web-based fleet management tools, and how should they be
funded?

3. What do you think would be the most important areas for any tools to address?

4. Are you aware of any other countries implementing similar measures and whether there
has been any analysis of their effectiveness?

5. Are there any additional matters that would facilitate or impede the introduction of fleet
management tools? We are particularly interested in any published material you can point
to.

6. Do you think the development of fuel efficiency guides for fleets would be a cost effective
means to reduce fuel use of heavy vehicles?

7. Do you consider there is a case for development of a heavy vehicle environmental rating
scheme similar to the light vehicle rating scheme? Do you agree with the assessment that
any scheme should wait for the finalisation of international emission measurement
standards?

8. What do you think would be the most important areas for any scheme to address?

In terms of the future fuel mix, Australia’s fuel mix is likely to be quite diverse. The Future Fuels
Forum results show that the mix is expected to shift within the next ten years to expanded use of
diesel, sustainable biofuels, fuels such as LPG and natural gas and electrical hybridisation. How
fast this happens will depend on the availability of infrastructure for making it happen, eg the
retrofitting of freight vehicles for LPG and natural gas, and the ability for private motor vehicles to
plug into the electricity grid. Because of the large tanks and equipment required, CNG or LNG
from natural gas are more suitable as fuels for heavy vehicles. Obviously there is a role for
government to help make this happen. Aggressive greenhouse reduction scenarios require even
the use of natural gas to be reduced after 2020.

Electric vehicles reduce tailpipe emissions (with zero emissions from all-electric vehicles) but if
dependent on distributed electricity are only as sustainable as the source of the electricity. As most
of Australia’s electricity is derived from burning coal, plug-in vehicles would currently not be a
good option.*® As more renewable electricity is available, these vehicles become more sustainable.
Like CSIRO, the Jamison Group commends diversity of sources for the future.

All the above-mentioned liquid and gaseous fuels are less energy-intensive than petrol, and
therefore despite having lower carbon contents, may not deliver any real greenhouse advantage as
more fuel is needed to provide the same power.>

% Diesendorf et al (2008), op.cit. p.52
51 Diesendorf et al (2008), op.cit. p.33
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Diesel is often cited as an alternative fuel and European car manufacturers are certainly heading in
that direction and producing lower-emission (in terms of greenhouse gases) and cleaner (in terms
of other air pollutants) diesel cars. Diesel fuel is more energy-dense and carbon-rich than petrol
but because the diesel engine is inherently more fuel-efficient than the Otto (petrol) engine a diesel
engine can deliver better greenhouse performance.>®* When using ultra low sulphur fuel it may also
be lower in other air pollutants, particularly as petrol engines only burn clean once the catalytic
converter has warmed up, therefore not on short trips. But like petrol it is a fossil fuel produced
from crude oil. And despite its apparent advantages over petrol some experts feel the large-scale
substitution of petrol with diesel is not warranted in Australia, due in part to the large cost of
refitting refineries in an era when fossil fuels should be being phased out.* However, low-
emission diesel will play a role (particularly when blended with biodiesel) in lowering transport
emissions.

Various electric hybrid technologies are currently available or being developed. They reduce fuel
consumption by about 40 per cent compared to an equivalent-sized conventional vehicle.>® Plug-in
hybrids are just around the corner (Toyota plans to release one in 2010). Further improvements in
hybrids are possible with new developments in battery technology and hybrid electric diesel cars
may be available soon that combine the benefits of electric and diesel technologies.>”

Mainstream all-electric vehicles may also be for sale soon, although some will have limited range,
making them mainly suitable for urban driving.>® Some experts now believe that electric cars
(whether hybrid or all-electric) will be available faster and more widely than previously believed
and may out-compete hydrogen fuel-cell vehicles.>

More speculative technologies include cars that run on compressed air and hydrogen fuel-cell
vehicles. A French company, MDI, has developed a prototype compressed air vehicle and the
Indian vehicle manufacturer, Tata, has signed an agreement with MDL% However, there are
doubts about the energy density (hence range) and energy efficiency (hence sustainability) of such
vehicles, but they may prove useful as small cheap urban cars.®

52 Rare Consulting (2007), op.cit. p.69 & Bureau of Transport and Regional Economics (2002b), Greenhouse
Policy Options for Transport, Report 105, p.83

5 BTRE (2002b), ibid. p.86 and Diesendorf et al (2008) p.27

5 Mark McKenzie, pers. comm.

5 Rare Consulting (2007), op.cit. p.14

% Diesendorf et al (2008), op.cit. p.28

57 Peugeot—Citroén and Volkswagen have prototypes.

58 Diesendorf et al (2008), op.cit. p.28. GM plans to release the Chevy Volt in 2010. Holden has expressed
interest in bring it to Australia. The Age, 12 August 2008.

% Diesendorf et al (2008), op.cit. p.28 & Future Fuels Forum (2008), p.26 & 27.

60 Tata Motors (2008), http://www-.tatamotors.com/our world/press releases.php?ID=281&action=Pull
¢! Diesendorf et al (2008), op.cit. p.30
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Category 3: Measures to Improve Consumer Awareness

3.4 Establish a technology demonstration scheme for Australian road transport fleets linked to
achievement of greenhouse outcomes

Proposal

Establish a scheme aimed at assisting road transport operators to evaluate new low emission
transport technologies applicable to light commercial vehicles, heavy trucks and buses. This would
provide the transport industry with independent information on options to reduce fuel
consumption.

Your Views

1. Do you consider a subsidy scheme to support the development and trial of emerging low
emission technologies is necessary to encourage innovation within the light commercial
and heavy vehicle market segments? If so, is it an effective approach?

2. Are there additional (non-financial) barriers to the adoption of proven and emerging low
emission technologies within the light commercial and heavy vehicle segments?

3. Are you aware of any other countries implementing similar measures and whether there
has been an analysis of its effectiveness?

No comments.

Concluding Questions:

While comments are welcome on any aspect within the scope of this paper, your response to those
questions, and the following broader questions would greatly assist the Working Group in
assessing overall views on key issues.

1. Do you consider the actions of the type outlined in this paper are required, or are current
arrangements sufficient?

2. If you consider further actions may be required, which measures, or package of measures, offer
the greatest potential to cost-effectively reduce greenhouse emissions from the road transport
sector?

3. In your view, are there particular combinations of measures that would enhance the potential
benefits of the measures?

4. Are there barriers or challenges to the uptake of low emission transport technologies in
Australia which have not been identified in this paper?

5. Are there opportunities to improve vehicle fuel efficiency within the Australian road transport
sector which have not been identified in this paper?

6. Do you have views on possible social or economic impacts arising from measures outlined in
this paper? How could these impacts best be managed?

There are two clear challenges that Australia faces — the need to substantially reduce greenhouse
gas emissions to avoid dangerous climate change and also, increasing scarce and expensive oil.
These issues are not just environmental ones, but they clearly have economic and social
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implications. I refer you to the report by the Future Fuels Forum “Fuel for Thought” that outlines
the risk, challenges and opportunities the transport sector faces as a result of these challenges.®
There is a clear role for government to help make the transition towards a carbon constrained
society as smooth as possible.

Transport accounts for about 14 per cent of Australia’s total greenhouse gas emissions,®® and for
23.3 per cent of carbon dioxide emissions from fuel combustion, with road transport comprising
77.6 per cent of that (and therefore 18 per cent of CO:from fuel consumption and about 11 per cent
of total emissions).** These road transport emissions grew by 28 per cent from 1990 to 2005.%5 The
vast majority of greenhouse emissions from transport in Australia are generated by the use of
passenger cars - this sector constitutes 54 per cent of Australia’s total transport emissions or 8 per
cent of Australia’s total greenhouse emissions®. Passenger car use grew by 25 per cent from 1990
to 2005 and, unless we act, greenhouse pollution from cars is forecast to increase by 70 per cent
from 1990 to 2020, based on a ‘business-as-usual’ trajectory®’. The majority of car trips are within
5kms of our homes.

Abhorrent

While this submission is primarily focused on how to best promote more fuel efficient low carbon
emission vehicles, if we are to deal with the twin challenges of climate change and increasingly
scarce and expensive oil, and if the transport sector is to do its fair share of reducing its emissions,
other issues must be considered in conjunction with low carbon emission vehicles such as:

1. Getting as many cars off the road as possible — modal shift towards public and active
transport and car sharing arrangements

The Bureau of Transport and Regional Economics (BTRE) estimated the cost of congestion in
Australia at $12.8 billion in 1996 and projected that these costs would rise to $29.7 billion by 2015
and the Bus Industry Confederation has estimated that given the lack of change in transport policy
in Australia since 1996, congestion costs in 2006 are probably $21 billion per annum, equivalent to
about 2% of Gross Domestic Product.®® By substantially reducing traffic congestion in our major
cities we would potentially contribute substantial economic, social and environmental dividends
to the Australian economy. The community must learn to drive less particularly as sole occupants
of cars.

Building more roads and associated infrastructure will not address the congestion problems we
face. ACF believes that it is far more important to investment in public transport and behavioural
change programs that enable people to shift mode and car share etc than to invest in building yet
more roads. There is strong evidence that motorways and roads induce traffic growth.® Investing

62 Future Fuels Forum (2008) op.cit.

63 Future Fuels Forum (2008), op.cit, p.13

6+ ITF (2008), Greenhouse Gas Reduction Strategies in the Transport Sector: preliminary report, OECD, Appendix 2
65 ITF (2008), Appendix 2

6 Australian Government, National Greenhouse Gas Inventory 2005, www.greenhouse.gov.au/inventory/2005
7 Bureau of Transport and Regional Economics (2002a), Greenhouse gas emissions from Australian transport
trends to 2020, www.btre.gov.au/docs/reports/r107/r107.pdf

6 Business Industry Confederation (2007) Moving People A National Priority available at www.ozbus.asn.au
6 Zeibots, M.E. 2003, Before and After Opening of the M4 Motorway from Mays Hill to Prospect: Sydney Case
Studies in Induced Traffic Growth, Institute for Sustainable Futures, UTS, Sydney, Australia, pp. 1-52.; Zeibots,
M.E. 2007, Before and After the Motorway: A Review of Methodologies Used to Investigate the Occurrence of Induced
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in public transport makes good economic and environmental sense for many reasons, and has
substantial social dividends.

This will however require a significant and serious investment in public transport infrastructure
by both the federal and state governments.

2. Integrated Land Use and Transport Planning

Australia is one of the most urbanised and "automobile-dependent'”’ countries in the world. Our
major cities have been shaped by cheap and abundant oil, and along with significant population
growth and a preference for larger houses, has led to an expansion of our city boundaries.
However given the need to drastically reduce our greenhouse gas emissions and response to the
increasing cost of petrol, we will need to redesign our suburbs to be more livable, environmentally
sustainable and affordable.

The environmental and social benefits of more liveable, environmentally sustainable and
affordable suburbs are intertwined. Compact, well planned cities lead to lower greenhouse
emissions, less air pollution and less destruction of urban biodiversity. They also lead to better
public transport, less congestion, less commuting time, lower transport costs, better health and
more time spent with friends and family.

Transit-Oriented Developments (TODs) are the creation of compact, walkable communities
centred around high quality public transport systems. It is being promoted as a major solution to
the problem of oil prices increases, climate change and increasing levels of traffic congestion with a
number of good examples that have recently been developed in Australia including in Kelvin
Grove (Brisbane), Chatswood (Sydney) and Subiaco (Perth).

3. Perverse Subsidies

Current funding, taxation and subsidy arrangements for transport in Australia are weighted in
favour of fossil fuel-based transport. There are significant subsidies for fossil fuel industries which
artificially promote their use. Research shows that in 2005-06 up to $7.2 billion of public subsidies
were provided to the coal, oil and gas industries in Australia which assisted them to increase
greenhouse gas emissions (with a further $1.6b provided to these industries for greenhouse
efficiency)”.

The vast majority (74%) of these subsidies went towards fossil-fuel based transport in the form of
the provision of the road network - the cost of roads was $4.7 billion more than the revenue
received from road users with public money covering the shortfall. Additional subsidies included
refunds on fuel excise for specific on- and off-road activities (the Energy Grants Credits Scheme)
which reduced fuel excise revenue by $3.5 billion. This is projected to grow as a wider range of

Traffic Growth in International and Australian Cities, [prepared for Department of Environment and Climate
Change, RailCorp and the Department of Planning], Institute for Sustainable Futures, UTS, Sydney, pp. 1-65.
70 Newman and Kenworthy (1999) Sustainability and Cities, Overcoming Automobile Dependence

7t Reidy, Chris (2007), Energy and Transport Subsidies in Australia, Institute of Sustainable Futures and
Greenpeace, http://www.isf.uts.edu.au/publications/ISFsubsidiesreport2007.pdf
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activities and fuels are eligible for rebates under the new Fuel Tax Credits Scheme. A range of
other non-renewable road transport fuels are subsidized to a total of over $520m. The only one of
these subsidies that has been addressed since the change of government has been the excise
exemption of condensate (LPG) which will be removed from May 2008.

After road funding, the next largest fossil fuel subsidy is the availability of Fringe Benefits Tax
(FBT) on employer-provided cars which subsidised private and business car usage for company
employees to the tune of $1,130 million in 2005-0672.

The federal government’s proposed emissions trading scheme, the Carbon Pollution Reduction
Scheme, will offset price rises in motor fuel prices for three years. The Government will cut fuel
taxes on a cent for cent basis to offset the initial price impact on fuel associated with the
introduction of the Carbon Pollution Reduction Scheme. They plan to periodically assess the
adequacy of this measure for three years and adjust this offset accordingly, and then review the
measure at the end of the three-year period.” This is a poorly constructed policy choice asitis a
perverse subsidy to motorists at the expensive of investing that money into enhancing for example
public transport or cleaner vehicle options.

These subsidies act to encourage road transport use by reducing the cost of a range of fuels
(although apart from the FBT, most of the activities affected are not private car travel). Public
transport does not enjoy such subsidies — the foregone tax revenue from these subsidies could be
better spent on subsidising public transport running costs or infrastructure which would act to
encourage mass transit use through better services and lower prices. From a greenhouse reduction
point of view, channeling some of these funds into renewable energy to power the public transport
system would be a significant gain.

There are a range of mandatory and voluntary approaches which should also be considered
such as:

MANDATORY APPROACHES

Accelerated Vehicle Scrapping

Australia’s car fleet had an average age of 10 years as at March 2007.7* Although the average age is
decreasing, this is considered older than the average age of many other developed countries. One
reason for this may be that cars last longer in the Australian climate, as they are not subjected to
the salting of roads for de-icing in winter, as is the case in European and North American
countries, which can lead to premature rusting.

The average age of the fleet is of course not the same as the average age cars are scrapped. In 1999
the latter was 20 years.”® In the USA in 2006 it was 15.5 years and in the European Union in 2006 it
was 14.4 years.”®
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Often the relatively high Australian average age is considered to be an environmental negative, as
it is assumed that older cars pollute more.”” While this is true for air pollutants such as carbon
monoxide and nitrous oxides it is not necessarily true for carbon dioxide, as average fuel
consumption in Australia has not improved in the last few years.”

Some countries — the International Transport Forum cites Canada, Cyprus, France and Portugal™ —
have schemes to eliminate old and/or polluting vehicles. These schemes are sometimes known as
accelerated car scrapping. Australia currently has no such scheme although it has been considered
by policy-makers and modelled by CSIRO.® This modelling indicates a high degree of rebound,
eventually resulting in increased, rather than decreased, greenhouse gas emissions.®!

Therefore before adopting such a scheme the full sustainability implications must be considered.
Potential pitfalls may include:
* The possible rebound effect (discussed above)
» Social equity implications as poorer people generally drive older cars®? (discussed in the
social equity section below)
» The fact that older cars may not be used much (they may act as the second car in a family
and only be used when two cars are needed simultaneously)
» That they may be near the end of their life anyway and that the scheme is therefore open to
rorting
» That the replacement vehicle has worse or not much better fuel consumption
» That retrofitting vehicles achieves the same end in a better fashion
» The embodied energy in the car outweighing the fuel use

According to the Bureau of Transport and Regional Economics older vehicles are driven less than
newer ones and that replacement may be counter-productive.®* This may be another example of
the rebound effect. As soon as one has acquired a newer, more comfortable vehicle, especially if it
consumes less fuel, one drives more.

If the scheme offers incentives for scrapping it may be open to misuse by scrapping vehicles that
were never driven anyway. Canada has tried to circumvent this by requiring vehicles to be
drivable and to have been registered for the previous two years. 8

Unless the old vehicle is replaced with one that has significantly better fuel consumption the
scheme may be costly and achieve little (see Klemola graph and comment below). This may mean
that drivers have to acquire smaller cars, something that may not suit their circumstances, or if
they want similar sized vehicles they may have to upgrade to hybrids, which cost more. Therefore
the incentive needs to be large.®
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Retrofitting vehicles with particulate filters or catalytic converters might achieve the same air
pollution ends at far cheaper price.®** While this has no direct greenhouse benefits — only indirectly
by saving the energy required in manufacturing a new car — regular tuning and tyre pressure
checks would achieve some fuel consumption savings.

But the most fundamental problem with accelerated scrapping, other than rebound effects, is the
issue of embodied energy. The Bureau of Transport and Regional Economics questions the
effectiveness of accelerated scrapping due to the energy embodied in the manufacture and the
scrapping of the car possibly exceeding the fuel use over the car’s lifetime.?”

A study in the Netherlands found that fuel consumption in new cars would have to improve
substantially better than the current trend to make accelerated car scrapping worthwhile on total
greenhouse emission grounds, and that in terms of air pollutants other than carbon dioxide it was
more cost-effective to retrofit catalytic converters than to scrap.s®

It has been suggested that such findings would not apply to Australia because our average fleet
age is older®, but this is dependent on the fuel consumption of new cars versus older cars, and on
average there isn’t much difference.

CSIRO estimates that embodied energy in a car is between 10 to 30 per cent.” This of course
depends on the life of the vehicle and the figure rises as the vehicle becomes more fuel-efficient.
According to the most thorough study of embodied energy in transport in Australia, done by
Lenzen, it is probably higher if all the indirect inputs are accounted for, eg not just the
manufacturing, but also the other upstream inputs such as mining. He suggests it is about a third.”!
The BTRE cites a work that suggests it is about half.”> A Finnish academic, using data from Europe
and from the USA, calculated that the average embodied energy is 35 per cent, a figure consistent
with Lenzen’s.”

Nonetheless the calculations informing the conclusions of this report begin with the mid-range
CSIRO estimate, ie 20 per cent, which is plausible considering the longer lifetime of Australian
cars.

Appendix 2 contains the Calculation of the Greenhouse Emissions Changes from Car Scrapping.
From these calculations we can conclude the following;:
* Any scrapping should apply only to vehicles of that use 9 or more litres per 100 km.
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» No 15-year scrapping should occur once all these vehicles are off the road as the embodied
energy in fuel-efficient vehicles is approaching or exceeding the 15-year fuel use.

It is evident that the age of the vehicle is not in itself the relevant factor, but rather its fuel
consumption. Likewise the number of kilometres driven may be more relevant than the fuel
consumption. Therefore the vehicles that need to be replaced are high fuel consumption, high
mileage vehicles. Many of Australia’s company and government fleet vehicles, as well as taxis, fall
into this category. It is far more important that these are replaced by much more fuel-efficient
vehicles (considerably smaller or hybrid) than a smaller number of older vehicles that may not be
driven very much. These older vehicles, some of which may be relatively fuel-efficient such as old
VW Beetles or older model Corollas, may present an urban air pollution problem, but in many
cases this is better addressed by retrofitting than scrapping.

As about half of new car purchases in Australia are for fleets,* replacement with more fuel-
efficient models has the capacity to make a big difference, probably far more than taking relatively
few old clunkers off the road. The fact that 75.3 per cent of Australian manufactured vehicles are
bought for corporate or government fleet use,? places a strong onus on the Australian car industry
to lift its game and for governments, which account for 18.5 per cent,* to insist on this.
Graph Eight: Total life-cycle carbon dioxide emissions (grams CO2/km) as a function of
scrapping age of a car - average new EU-15 light duty-vehicle®
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Figure 1. Average new EU-15 light duty-vehicle. Total life-cycle carbon dioxide
emissions (grams CO2/km) as a function of scrapping age of a car. Data
used in the calculations from: [2, 7, 8,9].

“The results show that rapid replacement of a car fleet is not necessarily the answer for decreasing
carbon dioxide emissions and energy use. The fuel consumption for new cars should be
considerably lower than for old cars, which is not the case.’
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Therefore if a car scrapping program was introduced, it should only be considered for highly
inefficient cars (that use more than 9 litres of petrol per 100km) and be based not on the age of a car
but on its fuel efficiency. As a priority, cars that should be scrapped are both inefficient (use more
than 9 litres per 100km) and are driven to a high mileage — fleet cars and taxis are examples of such
cars. For air pollution concerns with older cars, retrofitting them with filters is likely to be more
greenhouse efficient than scrapping them.

Reducing Speed Limits

Some countries such as Denmark and Poland have reduced speed limits on motorways as a means
to reduce greenhouse emissions from vehicles®. This is most beneficial for high speed driving
where reducing the average speed from 100 km/h down to 80 or 90km/h cut the greenhouse
emissions significantly. Most vehicles operate at maximum efficiency between about 70 and 90
km/h. One campaign in Washington in the United States is aiming to cut the state speed limit to 55
miles per hour (mph) (about 90 km/hour), claiming that this would cut greenhouse emissions by
10 per cent”. In fact, in 1974 in response to the Oil Crisis, the US government cut the national
speed limit to 55 mph to help ration oil, but it was reverted to state control in 1995 and the limits
now range from 65-80 mph.

Australia should consider reducing the speed limit of urban motorways from 100 km/h (or 110
km/h) down to 80 km/h to cut greenhouse emissions and in the cities from 50 Km/h to 30 km/h.

It also has the effect of fitting more vehicles onto a given motorway and roads since they need less
distance between them, which may reduce congestion and therefore also greenhouse emissions.
However the latter effect could also result in induced travel where more cars are able to access a
motorway which encourages people to drive rather than take public transport or other means.

Exclusion Zones and Car Free Days/Times

Exclusion zones can be used to restrict car or truck access from entering certain areas. This can be
aimed at cutting congestion in the zone, reducing air pollution, or to influence behaviour towards
choosing other transport options which could help lower greenhouse emissions!®.

There are many examples of exclusions zones around the world where all vehicles (except usually
light commercial vehicles) are banned from densely populated zones. This is common in older
parts of European towns or cities to protect heritage buildings from pollution and reduce
congestion, and some larger cities also ban cars from the CBD (for example Oxford, Leeds and
Gothenburg). In Australia this is done in a limited way in most CBDs in smaller zone such as
shopping malls or strips.

An alternative approach is ‘car-free days” where motor vehicles are banned from a zone for a day,
either regularly or as a one-off. This can be useful for behaviour change as people are required to
try alternative modes for the day which may assist them to switch to active transport more
regularly, although the car free days would need to be regular for real behaviour change. Another
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option is to ban cars on an ‘odds and evens’ number-plate approach — every other day odds or
evens are banned from certain zones. This can be useful for short periods, such as the Beijing 2008
Olympic Games, but for a long term option is not recommended as people will find ways around
ithl.

Exclusion zones could be effective in Australia in congested shopping areas where pedestrianising
the zone would add to its livability as well as discouraging car usage and reducing pollution. It
would only result in reduced greenhouse emissions if it was a large enough zone to inhibit car use,
parking was restricted around the zone periphery, and if public and active transport options were
readily available.

Low Emission Zones

Low Emission Zones or ‘Environmental Zones” are another tool to exclude high greenhouse or
particulate-polluting vehicles from built up areas. These are generally aimed at reducing local air
pollution, for example central London has a low emission zone and Greece and Denmark also have
such zones in place'®. The London policy restricts older diesel-engine trucks, buses, large vans,
minibuses and other heavy vehicles from entering a large area covering metropolitan London!®.

However this policy could also be used to discourage inefficient vehicles from entering congested
areas and favour highly fuel efficient vehicles such as hybrid electric cars. This could reduce
greenhouse emissions through reduced congestion and improved traffic flow in busy areas, fewer
inefficient vehicles on the road, and by encouraging the purchase of more efficient cars. This is
similar to the way a congestion charge for all but the most efficient vehicles would work, but
instead of charging drivers it simply bans certain vehicles from an area. The down side of this is
that no revenue is gained with which to pay for the scheme or to invest in alternative transport
infrastructure.

As with Congestion Charges and Exclusion Zones, there is a risk of social disadvantage unless
there is effective public transport into the restricted zones as a viable alternative.

High Occupancy Lanes

High occupancy lanes allow one (or more) lane to be used only by vehicles with more than one
passenger. Generally this lane is shared between buses, mini vans, taxis and private cars with more
than one passenger. This allows these vehicles to avoid congestion and travel more rapidly, which
both reduces their emissions and also provides an incentive to switch to these modes instead of the
least efficient single occupant vehicle.

These lanes can assist in promoting car pooling since cars with more than one person can use the
faster lane. High occupancy lanes can result in other lanes becoming more congested if there is not
sufficient switch across to the more efficient modes, and in the US some cases have occurred where
high occupancy lanes have been reverted back to general purpose lanes!®.
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Road tolls

Road tolls are one way to increase the variable costs of driving a car. Most new privately run
motorways in Australia involve road tolls as a way to recoup the costs of building the road and
make it viable to run as a public-private partnership. Road tolls are also a mechanism for charging
the user for the externalities of road building and use, including social impacts, pollution, noise
and obstruction!®.

If tolls are high enough to discourage drivers from using the roads there could be greenhouse
savings if they switch to public transport!®. However the cost would need to be high and the
available public transport alternatives would need to be fast enough to compete with cars driving
on a motorway. Measures, such as traffic calming and road detours, would be required to ensure
that drivers do not just choose alternative, non-tolled routes to avoid paying the fees.

The BTRE believe that greenhouse costs are the simplest to internalize into road tolls since
emissions are produced in a fixed proportion to fuel quantity. Therefore the fairest way to charge
road tolls would be by type or size of vehicle as well as distance travelled, assuming the
technology is available to track this level of detail'?”.

Road tolls could also be used to generate revenue to invest in better public transport alternatives
for the given route.

Congestion Charges

Congestion charges are an effective means for discouraging car usage in specified high-congestion
areas. They generally involve a significant charge to drivers of all vehicles or specified types of
vehicles either at certain times (peak hours), in real-time response to congestion levels, or at all
times.

The BTRE argues that congestion charges are effective because they address the issue of induced
traffic: some measures to reduce car usage or promote public transport simply result in freeing up
space for others to drive and a rebound in car travel is observed'®. In contrast congestion charges
focus on reducing congestion and so they maintain the disincentive to drive at busy times or into
busy zones, provided the fee is high enough.

To achieve greenhouse benefits, congestion charges need to apply to a comprehensive region
rather than simply one road or corridor — otherwise drivers would just use alternative, free routes
which are less direct and likely to be congested!'®. Modelling has shown that if optimal congestion
pricing was used in Australian cities the result would be greenhouse savings of around one per
cent of Australia’s total emissions since faster travel times (and fewer vehicles) would result in
lower fuel consumption!®.
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Congestion charges that apply for extended hours, such as in London (7am to 6pm Monday to
Friday), also motivate people to switch either to public or active transport or to very efficient
vehicles (biofuels, hybrid or electric vehicles are exempt in London) thereby reducing emissions
ongoing.

Since the introduction of London’s congestion charging scheme in 2003, traffic entering the original
charging zone has been reduced by 21%, there has been a 43% increase in cycling within the zone,
and there have been significant reductions in accidents and key traffic pollutants''’. (No data on
greenhouse emissions is available.)

Singapore has one of the earliest and most effective congestion charging schemes. Introduced in
1975, it used cordon pricing to discourage access to the CBD during peak hours. It succeeded in
shifting many vehicle trips from peak to non-peak hours, increased the average speed of vehicles
and decreased the proportion of solo drivers. While it originally used a monthly access license fee,
it then switched to electronic charging which could charge more at peak times!'2.

Congestion zones can be socially inequitable if there are limited alternative means for lower
income people to enter the zone (namely public transport). Revenue raised by such a charge
should go towards investing in improved public transport access to the zone.

See also “Exclusion Zones” and “Low Emissions Zones’ below.

Parking Fees and Parking Restrictions

Parking is one of the most powerful measures to reduce car-based travel''s. Government parking
levies already exist in Australia, for example in Melbourne an annual levy of $400 or $820 applies
to long-stay parks with the revenue being used to improve public and active transport access in
the Melbourne CBD''4. In Sydney a levy per parking space of between $470 and $950 per annum
applies in the Sydney CBD, North Sydney, Parramatta, Bondi Junction and Chatswood!®.

In addition parking restrictions are used throughout Australia to manage car access in busy areas.
Restrictions on the number of available parking spaces in built-up areas are also used to influence
the amount of cars that can park in certain areas (which can also drive up the price of parking).

Parking levies and restriction of available spaces act in a similar way to a permanent congestion
levy, that is a strong price signal to discourage driving and parking in that area. Reducing or
eliminating the supply of car parking may be a more effective way to cut driving than levies!s.
CBDs or congested areas could become drop-off areas only (or exclusion zones as mentioned
above). New development should be planned with maximum parking space limits and some
developments could be planned as car-free if they are serviced by public transport.
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As with congestion levies, parking fees tend to disadvantage lower income people the most, so
viable alternatives such as free or cheap Park and Ride facilities or public transport must be
available. Wealthier people will tend to pay parking levies regardless and often have these fees
paid for by their employer or through tax deductibility.

VOLUNTARY APPROACHES

Travel Smart and Travel Behaviour Change programs

Education programs can be useful in changing people’s transport behaviour, however it should be
noted that education alone will not be successful if the services and infrastructure are not provided
for people to shift to public and active transport.

The Travelsmart program is one example of an education approach which has achieved effective
change in travel behaviour in targeted areas. It focuses on provision of transport information
through direct contact (face to face or by phone) with households with the aim of getting people
out of their cars and onto public and active transport. For example, an early Travelsmart program
run along the Alamein train line (eastern Melbourne) in 2003 achieved an increase in usage of
public transport of 27%, a 26% increase in walking and a 23% increase in cycling!”. At a cost of
$632,000 this behaviour change was not a cheap process (2900 households were involved which
was a cost of $218 per household).

Some research has shown, however, that the Travel Smart approach has only short term impacts
and within 12 months of the intervention many people had switched back to their old behaviours
(car usage)!'s.

This is likely to be due to the limits of the program extending only to the existing transport
options, which may not overcome the barriers to public or active transport, such as time, flexibility
or convenience (mentioned above). Also the program does not provide for the introduction of new
services or solutions based on participants’ needs. Through its personal contact approach, the
program uses behaviour change techniques such as commitment and social norms, but these
personal influences may flag when the individual no longer has any people contact with regards to
the issue.

A better solution than the current Travelsmart approach would be an active transport program for
large organisations, also known as “trip generators’. This would include organisations like
hospitals, universities, schools, shopping centres, office towers and stadiums that generate a large
number of trips to and from their premises on a regular basis. The organisation could work with
its visitors to educate them about existing public transport, biking and walking facilities,
determine their additional transport needs and work to introduce changes to help increase their
usage. With regards to car travel, large organisations can facilitate car pooling and install car share
schemes as well as promoting car-free days and switching from car to public and active transport.

117 TravelSmart Victoria (2008), TravelSmart - Alamein Fact Sheet, -
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Park & Ride Promotion

Park and Ride facilities are an important measure to support outer suburban and peri-urban
residents to switch from cars to public transport for most of their journey'”. All outer suburban
and regional train stations should offer secure parking facilities for train (or bus/tram) travelers
from that facility. To ensure parking space for commuters, some stations in Melbourne are trialing
the use of public transport tickets for access to the Park & Ride car parking.

The only risk with provision of parking at train stations is that this might encourage people to
drive there when they could walk or cycle a fairly short distance.

Eco-Driving and Car Maintenance Education

There is much opportunity within driver education to teach drivers how to cut their car’s
emissions through both their driving practice and through vehicle maintenance. Techniques such
as driving at lower speed limits (70-90km/h — see above), using cruise control, driving more
smoothly, and not letting the car idle for long periods can all reduce greenhouse emissions of the
vehicle. Maintaining a car in good condition, eg regular tuning and correct tyre pressures,
combined with good driving habits, can make a significant difference to fuel consumption, up to
15 per cent.120

Many European countries have introduced eco-driving education programs to improve fuel
efficiency.!”!

Inspection and maintenance programs can eliminate the worst polluting vehicles (in terms of
pollutants other than carbon dioxide) or require them to be retrofitted with particulate filters or
catalytic converters. Video detention can also detect smoky vehicles. This is being used in the M5
tunnel in Sydney.'?

Technological improvements, some of which can be retrofitted, such as advanced tyres that
improve fuel consumption by 2 to 7.5 per cent, are also another strategy.'?

In NSW where car registration entails an annual car inspection, car maintenance requirements
could be escalated to address fuel efficiency measures (although this is only once a year and so
would not address ongoing measures such as tyre pressure). Driver education about car
maintenance for fuel efficiency should also be included in vehicle license testing.

Car Sharing Systems and Taxis

The study by Dieleman et al found that the most important personal attribute of a household’s
transport mode choice was the ownership or otherwise of a car'?*. If a household does not own a
car then naturally they are less likely to use one. Therefore car sharing approaches have the effect
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of reducing people’s propensity to drive because they do not have their own car waiting idle ready
to be used. Individual ownership of a car encourages car use because the barriers are much lower
to using it, therefore when faced with a transport choice between public transport, cycling,
walking or driving, car owners are much more likely to let any barriers to the active forms of
transport put them off and choose to drive.

This may seem self evident, however the key point here is that reducing individual ownership of
cars is a key objective of sustainable transport policy, but not necessarily encouraging no car usage.
Policies which encourage fewer people to own a car by sharing cars should be adopted. Car share
schemes, rental cars, taxis and joint ownership of cars are all good policies to reduce individual
ownership of cars.

Car Share Schemes

Car share schemes provide cars in fixed locations in local neighbourhoods for members to access
for short term usage (usually a few hours). This provides car access to people who do not need one
all the time and reduces their overhead costs for transport. Such schemes work well in more
densely populated areas where people can walk to the car share parking locations from their home
or workplace.

In Australia a number of car share companies are now operating in Sydney, Melbourne, Brisbane
and Perth and these continue to grow. Most of these are located in residential areas, however a
growing number of car share vehicles are being set up in undercover city car parks which can be
accessed by workers during the day for business purposes and then driven home by a worker or
used by a city resident at night. In this way car share schemes are also taking the place of company
car fleets and allowing companies to have lower ownership of fleet cars.

Local councils can support car share schemes by providing free permanent car spaces for car share
fixed (hub) locations. State government could support car share schemes with reduced registration
costs or other tax advantages, especially if the car share vehicles are efficient or hybrid vehicles.
Rental cars can also be viewed as a form of car sharing, and are also a part of the sustainable
transport mix as they can allow people to forego owning a private car. Tax incentives for green
rental cars should be implemented to provide incentive for rental car companies to switch their
fleet to more efficient vehicles.

Car Pooling

Car pooling can promote reduced car use when two or more people share commuting trips,
therefore such schemes should be supported. High occupancy lanes on major commuting roads
are a key incentive for car pooling as it can make it a much faster trip. Preferential parking for car
pooling cars is another incentive that can be provided by councils or employers.

Green Taxis

Taxis are the most common form of shared car in Australia and the efficiency and performance of
the taxi fleet is not given enough attention. Taxi licenses are regulated by state governments
therefore they have a great opportunity to work with taxi owners to reduce the emissions of the
taxi fleet.

Some of the technological strategies discussed above are ideal to implement on our taxi fleet
including:
» Convert existing taxi fleets to more efficient fuels such as CNG
» Set a fuel efficiency standard as part of the license rules for all new taxis thereby
encouraging use of hybrids or smaller efficient vehicles

34



» Scrap old taxis that have low fuel efficiency and high mileage

Taxis are a key part of reducing individual car ownership as they can provide a back-up of
convenience and safety when public or active transport options are not suitable, such as late at
night. Promotion of green taxis could be a key part of a sustainable transport policy whereby
people are encouraged to forego ownership of a car in the knowledge that taxis are available when
they need them.

Delivery Systems

Car trips for shopping and for leisure are each greater in number than trips for commuting to work
(but not in kilometres travelled)!?.

To address this, “Car use for shopping trips can be reduced by a more professional organisation of
the distribution of goods purchased in shopping centres’.'? That is, delivery systems for groceries,
fresh foods and other regularly purchased products could be more efficiently delivered to people’s
homes. This would cut emissions due to the many reduced car trips, while there is the potential to
use low emission fuels in the delivery trucks used for such a system. The internet has already
made this a viable proposition and the existing delivery sector could be expanded rapidly.

The UK Department of Transport modelling shows that the substitution of private cars with
delivery vehicles to provide grocery distribution could cut car trips for shopping by 70 per cent or
more.'” Climate change commentator George Monbiot suggests that large suburban or regional
shopping centres or supermarkets that are only accessible by car should be replaced by
warehouses and delivery to people’s homes from these warehouses could reduce car trips in this
way'?. This would allow smaller shops to thrive locally where people can access them on foot,
bicycle or public transport. It would also reduce the greenhouse emissions of large retail outlets,
which are very high, and reduce packaging use.

Luxury Car Tax vs Emissions-Based Tax

A luxury car tax of 25 per cent is applied to cars above a certain retail value ($57,123 in 2007/08),
which is indexed annually.!?® This tax makes no sense environmentally. While it is true that many
luxury cars are not fuel-efficient, either because they are large, or powerful, or both, many cars
below this threshold are also not fuel-efficient. And there are some cars above the threshold that
are fuel-efficient, particularly in their category. This tax is best replaced by one that is linked to fuel
consumption or emissions.

Rather than a luxury car tax it would be environmentally preferable for the federal government to
introduce an emissions-based tax system for passenger motor vehicles.

125 Ministry of Transport (NSW) (2007), 2005 Household Travel Survey Summary Report, 2007 Release, Transport
Data Centre, http://www.transport.nsw.gov.au/tdc/

126 Dieleman (2002) Op.cit. p.525

127 Cairns et al (2004), Smarter Choices — Changing the Way We Travel, Department for Transport,
www.dft.gov.uk/stellent/groups/dft susttravel/documents/page/dft susttravel 029756.pdf

128 Monbiot, George (2006), Heat, Penguin, London, p.195-198.

129 Bracks (2008a) op.cit. p.21
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An emissions-based tax could best operate in one of two ways:

+ Option one would be a feebate scheme!® where certain very low-emission vehicles (eg micro
cars, very small clean diesel cars, small hybrids or electric cars) receive a scaled rebate (the
more efficient, the greater the rebate), while all other passenger vehicles would attract a scaled
tax (the greater the emissions, the greater the tax) with an upper limit of well over 25 per cent
(the luxury car tax level) for very high-emission vehicles.

+ Option two would essentially be the same scheme but without the rebates. However, very fuel-
efficient cars may attract a zero tax.

Both schemes could be based either on carbon dioxide emissions alone, or on a figure derived from
a combination of CO: and other air pollutants, similar to the star system on the current Green
Vehicle Guide.®!

Option two may be preferable as it could be argued that option one acts as an incentive to buy a
car (and therefore use it) by lowering the price, when an alternate mode may have been chosen in
the absence of this subsidy. On the other hand, it could also be argued that option one acts as a
more powerful incentive to switch to a cleaner vehicle.

Mercedes Australia recently proposed to the Federal Senate Committee on the Luxury Car Tax that
the Luxury Car Tax should be replaced by an emissions-based tax on a sliding scale for all vehicles
that emit more than 119g of CO2 per kilometre which is in line with European targets for an
average vehicle standard of 120g CO2 per kilometre'2.

Tariffs

Tariffs for importing vehicles into Australia are currently 10 per cent on cars and 5 per cent on
light commercial vehicles (including SUVs).!3 The differential is due to the assumption that light
commercial vehicles are used for business, particularly primary industry. However, since the rise
of popularity of four-wheel-drive recreation vehicles, many of these vehicles are not used for
business, but nonetheless receive preferential tariff treatment.

There is no good reason to give recreational vehicles, many of which are not fuel-efficient,
preferential treatment. The tariffs should be equalised and any business use that needs to be
rewarded can be done so by other means.

The tariff on passenger vehicles is currently due to drop to 5 per cent in 2010%*, unless the federal
government chooses otherwise in which case they will be equalised.

On the one hand lower tariffs may encourage the importation of fuel-efficient foreign-made cars'®
(but may also encourage the import of non-fuel-efficient cars unless other measures are taken). On

130 The ITF cites Canada, France and Netherlands as using feebate schemes. ITF (2008) op.cit. p.68
131 http://www.greenvehicleguide.gov.au

132 King, Philip (2008), 'Include cars in carbon scheme', The Australian, August 09, 2008
http://www.theaustralian.news.com.au/story/0,25197,24151024-11949,00.htm]

133 Bracks (2008a), op.cit.p.15

134 Bracks (2008a) op.cit.

135 BTRE (2002b), op.cit. p.68
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the other hand lower tariffs may disadvantage Australian manufacturers, and possibly the
manufacture of more fuel-efficient cars domestically. However, the important point is to equalise
tariffs. Using tariffs as a means to favour more efficient cars is not an option since variable tariffs
are likely to be disallowed under WTO rules.

ALTERNATIVE FUELS

Alternative fuels, particularly biofuels, are one aspect of a transport policy to address peak oil and
climate change. However there are downsides to the widespread use of biofuels. They contribute
to deforestation (as forests are destroyed to grow crops for fuel) and take away land for human
food production. Consideration of alternative fuels should be accompanied by a greenhouse
weighted target and a requirement that biofuels come from ecologically benign sources.

ACEF supports the development of a biofuels industry in Australia where:
. there are clear and demonstrable greenhouse benefits, and

. biofuels are sourced from land-uses and farming systems that do not exacerbate land and
water ecosystem decline.

A biofuels industry can deliver long term environmental, social and economic benefits for
Australia if implemented in the right way. In the case of transport fuels, renewables could also
make a significant improvement to our energy security.

Consumer confidence in biofuels will need to much higher if we are to build a sustainable biofuels
industry. This has two elements: the efficacy of fuel blends such as E10 in car and truck engines
and confidence that the fuel is genuinely a step forward for the environment. In order to gain
consumer confidence the fuels will have to clearly demonstrate greenhouse benefit, sustainable
land-use practice, and benefits for rural economies.

Conversely, public support and the long term viability of the industry will be undermined if
biofuels production is found to be driving the loss of native vegetation or increasing the pressure
on already stressed river and wetland systems, or if claimed greenhouse benefits could be called
into question.

Technologies such as harvesting algae are still in their infancy but should be given support for
research and development. However it is not appropriate for the government to support the
conversion of coal or gas to liquids or further exploration of oil shale as an alternative to traditional
sources of fuel given the substantial greenhouse intensity of such technologies.

A greenhouse weighted Mandatory Renewable Fuels Target

There is a strong case for the implementation of a Mandatory Renewable Fuels Target (MRFT) to
ensure the development of a commercially viable biofuels industry to complement the existing
Mandatory Renewable Energy Target (MRET) for stationary energy. A MRFT should be based on
an overall greenhouse weighted volume, which can be met by a variety of biofuels. This
framework provides market flexibility and allows for technical innovation over future decades. It
will provide business the certainty to invest in the industry knowing that the fuels which are more
greenhouse friendly will have a market advantage in meeting the MRFT. A MRFT should also be
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linked with sustainability criteria and third-party independent verification of the Environmental
Best Management Practice (EBMP) of biofuel production systems.

ACF recommends, subject to further assessment of the capacity within Australia to deliver biofuels
in a sustainable manner, that the Australian Government set a MRFT of 5 per cent (greenhouse
weighted) by 2015 as a first step. ACF does not consider that any particular biofuels such as E10
(10 per cent ethanol in petroleum) should be selected to meet the target, but rather that all biofuels
should be “credited” with their greenhouse weighted volume, and that a set of standard
sustainability criteria should be applied to all biofuels production systems to determine their
eligibility to contribute to meeting the overall target. ACF notes that the European Union has a
mandatory target for member nations to meet a 5.75 per cent biofuels target of by 2010.

A 5 per cent greenhouse weighted target means that biofuels would be required to give a 5 per
cent global improvement over the petrol or diesel equivalent. CSIRO have demonstrated that the
emissions from different biofuels, or even the same biofuels processed at a different manufacturing
facility, can have significantly different greenhouse benefits. Fuel suppliers would have the
freedom meet their target with a mix of fuels. However, the most beneficial fuels would be
correspondingly financially attractive, so market signals would be aligned with environmental and
other policy objectives.

For a biofuels industry to be successful in the long term it is crucial that feedstock production use
environmental best practice from the outset. These should address on farm issues such as soil
compaction and erosion, as well as off farm impacts such as stress on waterways, and link
property and catchment management. Third-party verification is essential for consumer
confidence.

For more information, please contact
Campaigner Monica Richter Phone: 02 8270 9905 Mobile: 0407 481 885
Email: m.richter@acfonline.org.au

The Australian Conservation Foundation is committed to achieve a healthy environment for all Australians.

We work with the community, business and government to protect, restore and sustain our environment.
www.acfonline.org.au
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