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Unfortunately, it has become evident that it is not possible to implement a vehicle fuel 
efficiency standard as quickly as a feebate scheme.  However, the continual growth of 
emissions from the light vehicle fleet means it is environmentally damaging to defer action 
any longer.   
 
It is feasible for the Government to start addressing demand-side incentives to accelerate 
the uptake of low emission vehicles at this time.  The feebate scheme was reasonable 
widely supported by those that engaged with the Ministry of Transport’s discussion 
document.  Furthermore, it is reasonably widely supported by New Zealand’s motor 
vehicle industry, so long as it is designed well.  Also it is considered: 

 relatively straight forward in design and implementation compared to a fuel 
efficiency standard 

 that the legislative underpinning would be less complex for the feebate scheme 

 desirable and a matter of strategy to implement the demand-side feebate scheme 
in advance of a fuel efficiency standard 

 that industry strongly supports an acceleration in demand of low emission vehicles 
to lead supply shifts. 

 
On the other hand, the supply-side incentive of a fuel efficiency standard will take more 
time to design and implement as it is a much more complex policy solution. At the time of 
finalising policy settings for the feebate scheme there remain significant design questions 
for the fuel efficiency standard. For example, the Ministry of Transport (the Ministry) has 
yet to settle on appropriate fleet emission targets, an appropriate level of penalties for 
scheme non-compliance and how best to implement the scheme, particularly in the used 
vehicle import sector.  
 
The Ministry has been in discussion with the Associate Minister of Transport on this 
situation and as a result has been instructed to prioritise work on the feebate scheme. The 
risk of delayed action to reduce transport emissions is the high level of locked in emissions 
that arise from the fact the New Zealand’s vehicle fleet turns over slowly. Once a new 
vehicle enters our fleet it is driven until it is around 20 years old.  
 
In conclusion, the Government is to consider the policy for a feebate scheme ahead of 
possible consideration of a vehicle fuel efficiency standard, and therefore a legitimate 
policy problem definition for the Ministry’s regulatory assessment is: 
 

The policy problem is to most effectively incentivise the 
demand for low emission light vehicles.   

 
Scope of this Regulatory Impact Assessment (RIA)  
 
The policy that this RIA covers relates to Government incentivising the demand for light 
vehicles that have low emissions. This is the ambit of the Cabinet paper supported by this 
RIA.  
 
This scope is narrower than the preliminary RIA that was prepared to support the release 
of the discussion paper that served as the basis for consultation.  This is because the 
discussion paper covered the proposal for a Clean Car Discount (a feebate scheme) and a 
Clean Car Standard (a vehicle fuel efficiency standard). 
 
The scope for this RIA is also narrower than the broader range of policies being 
considered by Government in the context of the cross-government low emissions work 
programme and on climate change.  Therefore, this RIA does not assess policy options 
that have the objective of directly increasing the supply of low emission vehicles into New 
Zealand, nor the removal of higher emitting vehicles from the existing domestic fleet.   
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Opportunity 
 
Although the change required in transport is substantial, there are tangible opportunities to 
reduce transport emissions. We have already changed the direction of transport 
investment, through the Government Policy Statement on Land Transport 2018, to achieve 
mode shift from private vehicles to walking, cycling, ride-share and public transport.  
 
There are growing opportunities to have vehicle models imported into New Zealand that 
have various forms of electric energy motive power.  The Ministry recognises that now is 
the right time for New Zealand to accelerate the demand for low emission light vehicles.   
 
If consumers are incentivised to buy low emission vehicles then this will lead supply. New 
Zealand can gain from leading edge low emission technologies from new vehicles.  We 
can also benefit from the existing EVs and hybrid technology vehicles entering New 
Zealand as used vehicles.  
 
Why is Government intervention required? 
 
New Zealand’s 2030 Paris Agreement target is to reduce emissions to 30 percent below 
2005 levels by 2030.  
 
Without additional policy intervention, the Ministry’s vehicle modelling forecasts that road 
transport emissions would grow until around 2023 where they plateau, and then make a 
slow decline.  There is considerable uncertainty around the rate of reduction.  The most 
optimistic status quo result is that transport emissions are projected to be 9 percent above 
2005 levels by 2030, and it would take to 2038 to reach the target of a 30 reduction from 

2005 levels6 – that is a further decade beyond Government’s agreed target. This is a 
significant under-achievement of Government’s commitment. 
 
Incentivising the demand for light vehicle fleet to change more rapidly to a low emission 
fleet presents the greatest opportunity to reduce transport emissions.   
 
Consultation with industry has given the Ministry awareness that Government intervention 
would be best to start with the vehicles entering the fleet, first with demand-side 
incentives, then supply-side interventions, and then address the removal of high emitting 
vehicles already in the New Zealand fleet.  This provides a simple strategic approach for 
New Zealand to transition the light vehicle fleet in favour of low emission vehicles.  
 
We reiterate that this RIA has been prepared to support the Government’s intention to 
introduce legislation to support a feebate scheme.  This is a demand-side intervention and 
so this analysis and commentary is focused on demand-side options. 
 

                                                
6 Vehicle Fuel Efficiency Standard and Feebate Scheme: Cost- Benefit Analysis. Ministry of Transport 
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information on a vehicle’s emission profile and the amount of the feebate.  Thus, the 

emissions impacts (fee or rebate) will be clearly brought to the attention of the consumer.  

The feebates will not influence all consumers but for some the conscious awareness of 

climate changes and the incentive provided by rebates could drive the purchase decision 

to a low emission vehicle.  As a broader range of low emission vehicles steadily comes to 

market EVs will inevitably progress towards the mainstream of vehicle marketing.   

Displaying the feebate and having rebates paid to (and paid by) customers will encourage 

the following buyer behaviours: 

 emissions information and fees/rebates visible on imported vehicles will help 
inform consumers when choosing a vehicle to think about efficiency and the 
carbon emissions in their vehicle purchase decision-making 

 fees discourage consumers from purchasing heavier vehicles that generate higher 
emissions 

 rebates will help with the affordability of EVs and hybrids that are currently more 
expensive than conventional vehicles. 

 
The scheme would be implemented so that the consumer pays the fee or receives the 
rebate.  This would be at or about the time of vehicle registration and licensing for road 
use.  Therefore, feebates are an immediate and direct driver for behavioural change. 
 
Feebates will help accelerate demand and purchases of low emission vehicles, and that 
step-change in demand will provide more market certainty for vehicle suppliers to alter the 
model range towards lower emitting vehicles. Demand will lead supply change.  
 
Thus the feebates will help improve the emissions profile of newly imported vehicles and in 
time this will progressively lower the emissions profile of New Zealand’s light vehicle fleet. 
 
 

Graph: Example Feebate Schedule with vehicle examples 
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benefitting in the shorter term may likely be urban dwellers until a broader range of low 
emission vehicle types are available. 
  
The main non-monetised benefits would be from:  

 New Zealand’s improved security of energy supply from the need to import lower 
volumes of fossil fuel and the energy substitution of locally generated electricity 

 longer term behavioural responses as awareness of emission impacts grows10 

 lower noise and air pollution leading to national health benefits.  
 
 

                                                
10 Research has found that average vehicle buyers typically have poor knowledge and a low technical 

understanding of the impact of low carbon, fuel-efficient vehicles and of low carbon technologies. It is 
considered that this level of knowledge will improve over time. 
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recommended the implementation of a well designed feebate scheme for New Zealand. 

Other policy options were included in this report including a vehicle fuel efficiency standard. 

The Ministry considered these matters, and subsequent advice to the Associate Minister of 

Transport led to the release of a discussion document on 9 July 2019 that canvassed two 

policy schemes: the Clean Car Standard and the Clean Car Discount.  The submissions 

were considered separately for both proposals. 

The subsequent workshops and direction from the Associate Minister of Transport resulted 

in the acceleration of the Clean Car Discount: the feebate scheme. Thus there is an 

inherent limitation in this RIA: it assesses only the demand-side options pertinent to support 

the policy decisions being sought at this time to establish a feebate scheme relating to 

imported light vehicles.  

In contrast to this the Cost Benefit Analysis followed a broader scope and includes 

evaluation of the feebate scheme as a stand-alone scheme, the fuel efficiency standard as 

a stand-alone scheme, and options involving a coupled implementation of both feebate and 

fuel efficiency standard.  The CBA results that are included in this RIA are only the results 

for the stand-alone feebate scheme, as this is the only policy consideration for Government 

decision-making at this time.     

Limitations on the quality of the data used for the Cost Benefit Analysis 

Due to a lack of information, time and resources, the associated cost-benefit analysis does 

not include the following items: 

 road safety impacts associated with changes in vehicle mixes, new technologies and

scrappage rates – these are outside of the direct impacts of this proposal.

 health impacts due to reducing air pollution and noise from lower fuel consumption

or abatement technologies and the accelerated take-up of EVs

 effect of the mandatory Electronic Stability Control standard on the policies.

The following impacts are implicitly included in the CBA through the use of price elasticity of 

demand: 

 vehicle downsizing behaviours over and above the impacts predicted for the

baseline

 new imports switching to used imports.

Generally limitations/constraints for the Regulatory Impact Assessment 

The key limitation on the analysis in this regulatory impact assessment concerns data 

limitations. The specific limitations identified in the analysis include the following: 

 there is a high level of uncertainty about the rate at which the range of low emission

vehicles, including EVs, will expand globally and in New Zealand. For example the

world’s leading manufacturers of EVs are in countries (China, America, continental

Europe) that are left-hand drive markets, and many models are not [yet] being

manufactured in right-hand variants as we drive in New Zealand.

 it is not known when New Zealand could expect to have reasonably priced low
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As a party to the Paris Agreement on Climate Change, New Zealand has endorsed the 

decision that the world reach net-zero GHG emissions by the second half of this century. Net 

zero means that GHG emissions are reduced to a level where the total amount emitted is no 

greater than the amount that can be removed from the atmosphere. 

New Zealand has an interim target to reduce emissions to 30 percent below 2005 levels by 

2030. 

To bring New Zealand further in line with the global ambition set out in the Paris Agreement, 

Cabinet agreed to the Climate Change Bill [CAB-17-MIN-0547 refers] this year. The Bill will 

set a new 2050 reduction target in law that is consistent with New Zealand becoming a net-

zero emissions economy. 

Lowering emissions from transport is critical to meeting the net-zero challenge 

Transitioning to a net-zero emissions economy will require significant economic change. The 

transport sector is expected to play a large part in this change. It accounts for 19 percent of 

New Zealand’s domestic emissions and it has been New Zealand’s fastest growing source of 

emissions (see Figure 1). 

Between 1990 and 2016, overall transport emissions grew by 71 percent, with emissions 

from road transport growing by 82 percent. This compares with 20 percent for gross 

emissions across the total economy. 

Figure 1 – GHG emissions from transport 1990–2016 

New Zealand’s use of transport is very emissions intensive when compared internationally. 

New Zealand’s per capita transport emissions are the fourth highest in the OECD and the 

ninth highest of all countries with a population over a million. 

The transport emissions problem is predominately a road one 

New Zealand’s high per capita transport emissions largely reflects the fact that our transport 

system is dominated by private road transport for moving people and freight. 

Road vehicles are the primary cause of transport emissions growth, contributing 90 percent 

of transport emissions. The travel done in light vehicles accounts for 67 percent of transport 

emissions. This is 12 percent of New Zealand’s total gross emissions. 
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Figure 2 – GHG  emissions by transport mode 

To illustrate the significance of light vehicles, over the next 5 years over 1.2 million light 

vehicles are likely to enter New Zealand’s fleet. If powered by fossil fuels, these vehicles will 

lock-in up to 50 megatonnes of CO2 emissions over the next two decades17. This is the 

equivalent of over half of New Zealand’s annual gross emissions. 

What is expected to happen to transport emissions if no further action is taken? 

Without any new road transport policies aimed at reducing emissions, light vehicle GHG 

emissions are projected to peak and plateau at around the year 2023 before falling18. There 

is considerable uncertainty about the pace of this eventual decline. 

Even with the best case projections for the uptake of EVs, emissions will still be 9 percent 

above 2005 levels in 2030.  It would take until 2038 to reach 30 percent below 2005 levels. 

The CBA that supports this RIA uses a relatively ambitious projection of un-incentivised EV 

uptake19.  The best case projections, however, strongly illustrates the inadequacy of status 

quo. 

Therefore, it is unlikely that our 2030 or 2050 climate targets will be met20.  A regulatory 

solution is required in the public interest taking account of costs, benefits and other 

implementation issues. 

Figure 3 compares the projected emissions trajectory for the light vehicle fleet, with the path 

that is consistent with New Zealand achieving net zero emissions by 2050 and transport’s 

reduction share that is in-line with the 2030 climate target.  The blue line, emissions under 

the business-as-usual (BAU) is the counterfactual for the CBA supporting this RIA. 

17 New Zealand Productivity Commission (2018). Low-emissions economy: Draft report.

18 Ministry of Transport (2016), Transport Outlook, https://www.transport.govt.nz/mot-resources/transport-
outlook/transport-outlook-future-state-model-results/transport-outlook-updated-future-state-model-results/. 

19 Note that the preliminary CBA that supported the consultation document’s release used a slow EV uptake as
the counterfactual.  This assumption has been changed.  This means that the CBA results that support this 
RIA are conservative so a BCR greater than one gives high confidence in scheme economic performance.  

20 Ministry of Transport (2019), Vehicle Fleet Emission Model.

Light fleet 67% 

Heavy fleet 23% 

Rail 1% 

Shipping 3% 

Aviation 6% 
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Figure 3: Greenhouse gas emissions (kilo-tonnes CO2-e) from New Zealand’s light 

vehicle fleet 

Source: Ministry of Transport (2019), Moving the light vehicle fleet to low-emissions: discussion paper on a Clean 

Car Standard and Clean Car Discount, July 2019, Wellington. 

Nature of the Vehicle Market in New Zealand 

Both the supply of new vehicles and the importation of used vehicles is a demand driven 

market.  New Zealand imports around 300,000 vehicles into the fleet each year.  About 60% 

are used imports and these are mainly purchased by private individuals. About 60 to 70% of 

the new vehicles are purchased by businesses, including leasing and rental companies. 

As already noted, New Zealand is a right-hand drive market, limiting vehicle options. About a 

third of the world’s population, and a quarter of its roads, are right-hand drive.  The largest 

EV market is China and other significant markets such as the USA are left-hand drive.  To 

date this has limited the range of EVs potential available to New Zealand. 

Demand 

In recent years New Zealand has an increasingly strong demand for large, high tow rated, 

load-carrying, dual purpose utility and SUV type vehicles.  Agricultural, contractors/trades 

businesses and tourism industries rely on these types of vehicles for specific applications. 

New Zealand’s topography/terrain, relatively low urbanisation, and poor public transport 

system means driving distance between refuelling is an important concern for many vehicle 

owners. 

The Clean Car Discount rebates will likely, in the shorter term, be taken up by early-adopters 

of EV technology in urban/suburban areas, primarily those with higher incomes, short 

distance-use profiles and potentially where a second vehicle is an option. This is mainly due 

to the current cost premium of EVs, relative low range, and the lower practicality of the older 

generation of EV in terms of size, towing capacity etc. 

New vehicle supply 

The 27 suppliers of new vehicles negotiate with their parent companies for the models and 

volumes to be committed to the New Zealand market. Suppliers continually revise their 

product mix to stay in line with consumer demand. For most, New Zealand is seen as part of 

an Australasian market, so the model range can reflect the demand from Australia as well as 

New Zealand.  For some technologies/models the relatively low quality of the fuels in 
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encourage the uptake of low emission light vehicles by reducing the financial barrier to their 

purchase.  It will also send a clear message to the motor vehicle trade that Government is 

serious about New Zealand’s pathway to a low emission economy. 

The vehicle fuel economy labelling scheme 

Motor vehicle traders are required to display fuel economy labels on all vehicles they are 

selling. The objective of the labels is to encourage vehicle consumers to consider fuel 

efficiency in their vehicle purchase decisions. 

The labels use a star rating system and provide indicative fuel costs per year to help buyers 

easily compare the fuel efficiency of one vehicle to another. There is a star rating scale for all 

vehicles, with six stars for vehicles that are the most fuel efficient, and the least number of 

stars for the most fuel heavy vehicles. Fuel efficiency information also has to be displayed on 

trading websites if the vehicle is being sold online. 

Some consumers may be aware that there is a direct correlation between fuel efficiency and 

tailpipe CO2 emissions, others may not.  The vehicle fuel economy label as currently 

prescribed, is intended to be expanded to include consumer-facing information about 

emissions and feebates. 

The Electric Vehicle programme 

This programme was put in place in May 2016 to help address the barriers to the 

demand/uptake of electric vehicles. Its key components are: 

 exempting EVs from road user charges (RUC) until December 2021 for light vehicles

and December 2025 for heavy, or until they make up 2 percent of their respective

vehicle fleets22

 piloting aggregated EV procurement that combines EV demand from the public and

private sectors

 supporting the development and roll-out of public charging infrastructure, including

providing information and guidance

 providing $1 million annually for a nationwide electric vehicle information and

promotion campaign over five years

 the Low Emission Vehicles Contestable Fund that provides up to $6 million per year

until 2021/22 to encourage and support innovative low emission vehicle projects

 enabling road controlling authorities to allow EVs into special vehicle lanes on the

state highway network and local roads.

There are also a number of fledgling schemes around the shared use of EVs. One example 

is the Mevo service in Wellington. All vehicles are PHEVs and clients book the use of these. 

Most client’s are inner-city residents and businesses. 

22 this policy is currently under review
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 The burgeoning demand for a heavier type of vehicle.  A range of factors

contribute to New Zealanders’ preference for larger vehicles. Analysis of vehicle

purchasing decisions shows that while fuel efficiency is valued by consumers, its

benefits are less immediate and tangible than other considerations such as vehicle

price, size, functionality, performance and safety.  Also there is the effect of vehicle

tax treatment.  The trend to heavier vehicles can be seen in the changing vehicle mix

(see Figure 4).

Figure 4 – Composition of new vehicle sales 

Price support is justified 

Providing price incentives through rebates for low emission vehicles to encourage demand is 

considered by the Ministry to be a necessary component for achieving a reduction in 

transport emissions thus helping New Zealand achieve its international climate change 

commitments. 

The degree and pace of transition will require many New Zealanders who may still not be 

totally confident with EV technology to buy a low emission vehicle. Higher vehicle prices, 

battery range anxiety and limited vehicle choices and variety are also the key reasons for the 

slow uptake of EV technology. 

Internationally, the uptake of EVs is still largely driven by the policy environment set by 

Governments. An uptake of EVs is rare in jurisdictions that do not have significant demand 

incentives to encourage the purchase of EVs23. An international review of EV uptake shows 

that financial incentives, and particularly reductions in up-front purchase costs, are the 

incentives that impact most strongly on EV purchase decisions. Non-financial incentives play 

a supporting, rather than a leading, role24.   Examples of non-financial incentives include free 

parking, having a network of public charging stations and EV access to bus lanes. 

23 Barry Barton and Peter Schütte, Electric Vehicle Policy: New Zealand in a Comparative Context, Research
Report, University of Waikato, November 2015  
24 Australian Electric Vehicle Market Study, Australian Government, May 2018.
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lead supply shifts. 

However, for completeness purposes this RIA includes supply side options in section 3.3 

below. 

What are the interdependencies or connections to other existing issues? 

Vehicle safety 

Some commentators have linked the feebate scheme to vehicle safety policies pointing out 

that the rebates will apply to some vehicle models/variants that have an ANCAP25 safety 

rating of 1- or 2-stars on a 5-star scale. This application is correct.  New Zealand’s array of 

vehicle safety standards prevents unsafe vehicles from being imported into New Zealand. 

These standards are progressively strengthened over time.  So by definition, only vehicles 

that are safe can receive a rebate (or fee). 

Electronic Stability Control 

One important policy that impacts on vehicle availability is the New Zealand standard relating 

to the safety requirement that vehicles have electronic stability control (ESC).  This standard 

applies to new light vehicles and has been progressively applied to used imports. The last 

tranche of used vehicles to be banned under this standard are used smaller light passenger 

(under 2 litre engine capacity) vehicles and light commercial vehicles without ESC. This will 

apply from 1 March 2020.  From that date, all light vehicles entering New Zealand will need 

to have a compliant ESC system.  This will result in a reduction in the range of used vehicles 

able to be imported, including some of the cheaper model variants of passenger vehicles. 

25 The Australasian New Car Assessment Program provides independent vehicle safety ratings. These ratings
take into account the level of occupant and pedestrian protection provided by new vehicles through the conduct of 
physical crash tests and the assessment of collision avoidance technologies. 

RE
LE
AS
ED
 U
ND
ER
 TH
E 

OF
FIC
IA
L I
NF
OR
MA
TIO
N 
AC
T



RE
LE
AS
ED
 U
ND
ER
 TH
E 

OF
FIC
IA
L I
NF
OR
MA
TIO
N 
AC
T



Impact Statement Template   |   28 

 For the online survey 83.4% of respondents supported Clean Car Discount. For the 132 

email submissions that clearly indicated support or opposition, 85.6% supported Clean Car 

Discount.  Specific comments covered matters like the impact of timing of scheme 

implementation versus announcing the scheme, and the proposed price-cap. 

A number of individual submitters evidently represented those with a strong concern about 

the environment and global warming.  Often these submitted that the feebate scheme should 

be accelerated and offer greater incentives, including inclusion of electric bikes for example. 

Virtually all Campaign Now emails were pro-forma submissions opposing Clean Car 

Discount although a few of these submitted in support of Clean Car Discount. Owing to the 

pro-forma approach to this, submitters gave no evidence of having read the discussion paper 

nor of understanding the proposal, and made no reference to any particular aspect of the 

scheme. Perhaps the key theme of opposition from the National party’s wording was “the 

proposal will hurt New Zealanders, particularly those who don’t have a low-emission vehicle 

options that fit their lifestyles” and that “New Zealanders can’t afford another tax”.  

The industry submissions suggest a number of specific design modifications, mainly for the 

Clean Car Standard, with a few relating to Clean Car Discount. 

Post consultation and workshops 

The workshop that considered Clean Car Discount modifications was held on 8 October. It 

was attended by MIA, VIA, AA, MTA, EECA, NZTA, and Ministry officials.  The workshop 

confirmed a number of design principles: 

 consumer-led demand is critical for the transition to a low-emission light fleet.

 the feebate scheme will put fees on high emission vehicles, and provide for rebates

on low emission vehicles.

 there will be a feebate schedule for new vehicles and a separate feebate schedule for

used vehicles.

 the feebate schedules are emission based only (not weight-based or footprint-based,

not targeting specified engine/fuel types, and not vehicle specification dependent).

Note that this means the rebates would incentivise hydrogen vehicles and

compressed air powered vehicles.

 the feebate scheme is to be fiscally neutral over the life of the scheme.

 consumer visibility of the amounts of the rebates and fees at the point of vehicle sales

is critical and will be provided by clearly displayed vehicle labelling including for

electronic sales.

 the feebate schedule should be in the form of a continuous formula function as

opposed to stepped changes.

 the feebate schedule should complement and match the national emission target

should the vehicle fuel efficiency standard proceed.
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Specific consultation results regarding the feebate scheme’s design 

The price-cap for rebates 

In the discussion paper it was proposed that vehicles with a retail price of $80,000 or more 

would not be eligible for rebates. This was to prevent the scheme transferring wealth to New 

Zealanders who are able to buy higher value vehicles.  Consultation confirmed that wealth 

transfer was a big concern for many, thus confirming the need for a rebate price-cap.  

The MIA and a number of vehicle suppliers, and some others suggested that the price-cap 

should be removed or raised, even if this were for a limited period of time.  Industry consider 

that increasing the price-cap would increase demand for new EVs, would help make models 

that have better ranges more affordable (helping the range anxiety issue), and could help 

persuade manufacturers to increase the model range of low emission vehicles made 

available in New Zealand. 

Treatment of productive vehicles 

In the discussion document, the example feebate schedules vary fees and rebates only on 

the basis of emissions, there is no distinction between passenger vehicles and commercial 

vehicles and no special treatment for productive vehicles. 

The appropriate treatment of productive vehicles was raised by several submitters. These 

included members of the public, Federated Farmers, and the MIA and several of its members 

including Ford, Isuzu and Holden, and Campaign Now.   These submissions spoke of the 

high NZ demand for more productive vehicles, with higher load capacity, more utility such as 

4x4, ability to tow and with multi-tasking capability – comfort and safety for 4/5 passengers. 

Submitters also described aspects of New Zealand geographic and the business economy 

that make these vehicle types so advantageous, particularly for non-urban use. 

These types of vehicles currently have very limited low-emission offerings.  There are no low 

emission one-tonne utes.  From industry we understand that light commercial vehicles tend 

to be last in line for the adoption of leading edge technology. In the context of the Clean Car 

Discount, the purpose of these submissions was considered to be to exempt productive 

vehicles used in the agriculture, aquaculture, forestry, dairy, building, construction, transport, 

and logistics sectors from fees while there is no viable low emission alternative. 

In contrast the International Council on Clean Transportation made the following general 

comment: “The technologies available to improve efficiency of both cars & SUVs and light-

commercial vehicles comprising light trucks such as pickups and vans are largely similar. 

Hence, the best practice is to regulate all vehicles together…” 

Timing of the feebate scheme 

The discussion paper suggested the scheme would come into effect in 2021.  A reasonable 

number of submissions expressly commented on the desire to speed up implementation of 

the Clean Car Discount and/or to ensure that there be minimal delay between announcing 

the scheme and its commencement. 

The MIA and a number of vehicle importers expressed a desire to see the Clean Car 

Discount implemented with a reasonable time period of operation before the Clean Car 

Standard is implemented.  This is because of the industry’s conviction that the shift to low 

emission vehicles must be consumer-demand led. 
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Feebate scheme 

This option would seek to shift consumer demand towards less emissions-intensive vehicles. 

Consumers would either receive a rebate, or pay a fee, depending on the CO2 emissions of 

the vehicle they are buying. Low emission vehicles, like EVs, would attract rebates, while 

high emission vehicles would attract fees. Thus a feebate scheme has the advantage of both 

incentivising the uptake of low emission vehicles while at the same time discouraging the 

purchases of high emission vehicles. 

The rebate/fee would be visible to the consumer at the point of purchase. Feebates would 

apply only to new and used vehicles sold for the first time in New Zealand. The scheme 

would not cover vehicles that have already been used in New Zealand. 

The scheme would be managed to be self-financing with the rebates paid from the fees 

collected. So effectively the scheme works as a hypothecated fund – people buying low 

emission vehicles would receive a rebate paid for by the people buying high emission 

vehicles. 

Based on international experience, feebates are likely to be effective in shifting consumer 

demand to low emission vehicles. This experience shows that financial incentives, 

particularly up-front reductions in purchase costs, are amongst the incentives that impact 

most strongly on EV purchase decisions 26. 

Grants for the purchase of EVs 

Many European countries provide grants, or subsidies, for the purchase of new EVs and 

plug-in hybrids27. California also has its well known discount scheme.  These schemes have 

been effective, but several have run into budgetary/funding limitations that have reduced 

ultimate effectiveness.  Grant schemes are like having the rebate side of feebates, but 

funded them directly by Government appropriation or other funding arrangements external to 

the scheme. 

This option misses the opportunity to dissuade the purchasing of high emission vehicles 

through the fee side of feebates. 

CO2-based first registration fees (when vehicle is registered for the first time in NZ) 

Internationally, fiscal measures like variable registration fees are seen as an effective way to 

encourage a shift towards less emissions-intensive vehicles28. Many countries, including the 

United Kingdom, Ireland, Japan, Sweden, the Netherlands and France have vehicle 

registration fees that include an element based on CO2 emissions.  We have noted that some 

of these countries have also implemented feebate or grant schemes, thus indicating that 

registration fees based on a vehicle’s CO2 emissions have limited behavioural impact by 

themselves. 

26 Australian Electric Vehicle Market Study, Australian Government, May 2018.  D’Haultfoeuille, X (2016) et al,
Disentangling Sources of Vehicle Emissions Reduction in France, CREST.   http://eupocketbook.org/wp-
content/uploads/2017/11/ICCT_Pocketbook_2017.pdf 

27 For example, in the United Kingdom grants of up to £4,500 off the price of a new pure EV car and up to £8,000
off the price of a new electric van are available. Lower grants apply to plug-in hybrids. See 
www.goultralow.com 

28 International Energy Agency (2012) Improving the Fuel Economy of Road Vehicles: A policy package.
OECD/IEA, Paris. https://www.iea.org/publications/freepublications/publication/policy-pathways-improving-
the-fuel-economy-of-road-vehicles---a-policy-package.html 
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Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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Results 

Our analysis estimates that the value of the benefits would outweigh these costs using the 
mean modelling assumptions: 

 The calculated mean cost-benefit ratio is 1.1

 The calculated mean net present value (NPV) is $14.8 million.

When the NPV is positive and the BCR is greater than one, even under the CBA’s 
conservative assumptions, the policy can be considered cost beneficial as it is likely to 
generate a net benefit to the nation. 

Risks 

The scheme is a demand-side incentive and there may be insufficient affordable EVs or 

other low emission vehicles to choose from to satisfy that demand. In time supply will 

expand and the market will mature, but we know that many countries are moving to 

incentivise low emission vehicle uptake. It may be many years before EVs become a 

mainstream product in a balanced, mature market. In the initial stages of EV market 

growth, demand could well exceed supply. A perverse consumer response could be to 

hold off purchasing a low-emissions vehicle and keep older vehicles longer or buy another 

replacement vehicle that is higher emitting despite the rebates. 

Should people hold older vehicles longer, there is an associated risk to road safety 

outcomes as older vehicles tend to be less safe (not necessarily unsafe).  These vehicles 

do not have active electronic safety features to help avoid crashes, nor do they protect 

their occupants in the event of a crash as well as a modern vehicles that have safety 

systems mandated.   

 

There is a perception risk that feebate rebates would favour the well-off.  Many vehicles 

that would receive a rebate would be at prices out of the reach of lower income 

households. While there would still be an adequate selection of vehicles from the domestic 

market, it will take some time before reasonable numbers of affordable EVs and hybrids 

will become available. 

There is a fairness risk related to the limited range of the types/functionality of vehicles 

available that are low emission. At the time planned for implementation of the feebate 

scheme there will not be many, if any, affordable low emission utes, vans, light trucks and 

people movers.  The risk could be mitigated by delaying the introduction of the feebate 

scheme, but the overall impact on New Zealand’s emissions is very undesirable. 

In terms of feebate scheme implementation, there are risks that the system will cost more 

than budgeted. Also, as the feebate scheme is to be self-financing, there is a risk that it will 

be difficult to strike the fees and rebates at the right levels to avoid large overs or unders in 

any given year.  If the fees and rebates are adjusted too frequently this would reduce 

predictability and certainty in the vehicle market. This risk could be mitigated by the 

government operating a fund that would smooth out the effects of under and over fee 

collection. 

Withheld under Section 9(2)(f)(iv) of the Official Information Act 1982
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Comment on the vehicle fuel efficiency standard and the combined feebate and vehicle 

fuel efficiency standard options 

These options have been considered for completeness although there is no policy 

decision-making, legislative framework design or implementation approaches being 

considered by Government at this time. 

The Ministry considers that policy development and implementation design should 

continue.  There remain a number of significant issues to resolve including the setting of 

targets and level of penalties that will impact on the eventual assessment of these options. 

Furthermore the way of implementing the VFES for the used vehicle import sector is still 

under discussion and whether or not the solution for the new and used sectors need to be 

exactly the same. 

The Ministry considers that only after these important issues are resolved would the 

vehicle fuel efficiency standard, and the combined feebate and VFES options be ready for 

full assessment and consideration by Government.  Noting that should the feebate scheme 

be agreed, that the VFES as a stand-alone option no longer exists. 
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The general assumptions, as extracted from the CBA, are: 
 

 CBA (November 2019) 

Base case 
assumptions 

Sensitivity 
analysis 

Discount rate 6% 3% 

Evaluation period 2020 to 2050 n/a 

Implementation 
cost  
(Source: NZTA) 

Feebate CAPEX year 0  $2.28 m $1.83 m - $2.74 m 

Feebate OPEX year 0 $3.04 m $2.43 m - $3.64 m 

Feebate OPEX p.a. $5.21 m $4.24 m - $6.19 m 

VFES CAPEX year 0 $6.75 m $5.40 m - $8.10 m 

VFES OPEX p.a. $1.50 m $1.20 m - $1.80 m 

Price level 2018 $ n/a 

 
A list of all the modelling assumptions used in the CBA is provided in Annex 2 of the CBA. 
The CBA report is attached to this RIA – see appendix B 
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 Scenario 2 shows that price elasticity of demand is by far the most influential variable. 
Doubling the price elasticity would increase the uptake of EVs and PHEVs by 25,100 
but quadruple the estimated carbon emission reduction due to the reduction in high 
emission vehicles. However, in this case, the scheme could run a deficit over the first 
three years – and so illustrates vividly why annual operational and financial 
performance monitoring is crucial (as do scenarios 3 and 4).  

 Scenario 3 shows that when the most favourable assumptions on vehicle kilometres 
travelled (VKT), vehicle prices and price elasticity are used, the estimated carbon 
emission reduction (due to large substitution between EVs/PHEVs and HEVS) would 
further increase. 

 Scenario 4 shows the case when the price elasticity is very high (a scenario that could 
be consistent with an accelerated uptake of technology), the feebate scheme could 
reduce total carbon emission (2020 to 20250) by up to 2.2 million tonnes.  

To sum up, the scenario analysis shows that the higher the behavioural response (that 
comprises of a high level uptake of EVs and PHEVs and a sufficiently high reduction in the 
purchase of high emission vehicles, the higher the estimated carbon emission. At the same 
time, the higher the behavioural response will also mean an increase in the risk of running a 
scheme deficit with the proposed feebate schedule. 

 

Marginal abatement cost (based on $8,000 max rebate and $3,000 max fee for new imports) 

A marginal abatement cost (MAC) is a measure of the cost-effectiveness of the policy 

intervention in reducing GHG emissions. It is calculated by dividing the net present value 

(NPV) of the intervention with the expected reduction in emissions from implementation of 

the intervention. When the estimated MAC is negative, it indicates the policy intervention has 

a net benefit from implementation.  

The estimated MAC for the feebate scheme is estimated at between -$71 and -$332 per 

tonne of CO2. 
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Global or New Zealand economic performance  

There is always a risk that a global or New Zealand centric economic downturn could 

cause the Government to reconsider the emissions objectives in light of the need to 

change macro-economic policy settings to stimulate growth as a priority over 

environmental outcomes. For example, the recent increases in petrol prices have resulted 

in the Government stopping any extension of regional fuel taxes beyond Auckland. Such 

exogenous factors are a significant risk, but very hard to foresee and measure in terms of 

the domestic policy response. Furthermore, the proposed climate change legislation with 

embodied targets and the establishment of the Climate Change Commission give 

evidence of strong multi-party support for enduring changes to support the reduction of 

GHG emissions.    

Regulator risks if not adequately resourced 

From the perspective of the NZTA, significant investment would be needed in its people 

capability, information technology systems, and business processes to ensure that it can 

fulfil the role of administering the feebate scheme.  Another area of cost and time will be 

system testing to ensure that when the scheme commences, the Day-One implementation 

sees the system and staff handling the workload. 

Policy development and implementation design have been working in parallel for several 

months leading up to the publishing of this RIA.  This parallel work approach is beneficial 

as it means that the implementation approach has been able to inform policy development 

and lead to a high degree of confidence around scheme design. It also means that as the 

detail of the legislation is developed through the drafting process, this too will be informed 

by real world implementation requirements.  

Resourcing of the scheme on day-one will be challenging since no-one can be confident of 

what the actual market response to the fees and rebates will be. The NZTA could be either 

under or over resourced to meet the demands on the new functions.  Good quality 

education material to support industry and consumers will help reduce the demand for 

direct involvement by NZTA. 

Industry not compliant (don’t understand their obligations) 

The feebate scheme will rely on a high level of compliance from the vehicle industry, 

although the actual ‘tasks’ would not be difficult or complex.  

For the feebate scheme vehicle retailers would have to accurately show the fees and 

rebates that apply to each vehicle. This would involve on car-yard labelling and fixing an 

electronic label to web advertising.  Their role is essential one of helping (educating) 

customers so that they are aware of the feebate and how to pay/receive the fee/rebate.   

Sufficient information and guidance will need to be available to the industry to ensure a 

high level of compliance. The NZTA and EECA are working on this together.  A campaign 

to inform the public about the feebate scheme will also help consumers to be aware of 

their rights and obligations. 

Feebates – risks of under and over revenue collection 

The feebate scheme is intended to be self-financing, with the fees and rebates set so that 

the rebates can be paid for out of the fees. To achieve this they require the ‘pivot point’ 
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that divides vehicles into those that receive rebates and those that attract fees to be 

regularly reviewed. This point is defined in grams CO2/kilometre. 

However, to provide a sufficient level of predictability for consumers and vehicle suppliers 

the pivot point can not be reviewed too frequently. This means that in practice feebate 

schemes have a risk of trending to over- or under-revenue collection. For example, if 

demand for low emission vehicles is too low, more fees will be collected than rebates are 

paid. Similarly, if demand is higher for low emission than expected more rebates will be 

paid out and the scheme could be under-funded. To mitigate this risk, the incomings and 

outgoings will need to be monitored in the context of what is known about the present and 

future vehicle offerings, market prices, demand and supply elasticities of demand etc. 

It is prudent that the regulator operates a reserve fund as a buffer, particularly for the 

outcome of rebates-out exceeding fees-in.  Further it is proposed that the feebate will be 

reviewed annually and able to be modified annually if required. 
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Appendix A: Further discussion of the emissions benefits  

 

Emissions reduction due to reduced fossil fuel uses 

The key steps to estimate the GHG emissions are: 

1. Multiplying the estimated weighted average emission value (after converting to 

tonnes of CO2/km) by the number of vehicles imported for each year and average 

annual vehicle kilometres travelled (VKT) per vehicle34. For used imports, the 

average VKT of a 10 year old vehicle was used in the counterfactual and between 8 

and 10 years for the policy options.  

2. Calculating the difference the weighted average emission value obtained in (1.) 

between the counterfactual and the policy scenario. This difference is then 

converted into tonnes of emissions and subsequently multiplied by the carbon 

price35 to obtain the total social cost of carbon reduction in dollar terms.  

3. Summing up (with appropriate discounting) the cumulative CO2 emissions savings 

over the economic life of the vehicle imports. 

The above steps were conducted for new and used imports separately. 

 

Emissions increase due to increased electricity use from EVs 

The method to estimate the likely increase in emissions due to increased electricity use from 
EVs is similar to that for estimating the CO2 emissions from fossil fuel use. In this case, the 
VKT estimates were multiplied by the number of EVs, the electricity and emission factors36 
(18.18 kWh/100 km (source: RightCar) and 0.001 tonne CO2/kWh (source: MBIE)). The 
resulting estimates were adjusted upward by 10 percent (8 and 12 percent were tested in the 
sensitivity analysis to the CBA) to account for any increase in VKT due to reduced energy 
cost (known as rebound effect). 
 
Again estimates of changes in carbon dioxide emission/GHG emissions were obtained by 
taking the difference between the baseline estimates and that of the policy options. The 
estimated increase in CO2 emissions in tonnes from increased electricity demand were then 
multiplied by carbon price to obtain the social cost of carbon emission.  
 
Estimated changes in emissions due to changes in vehicle scrappage 

Some of the older vehicles might remain in the domestic fleet for longer.  These vehicles 
tend to use more fuel per kilometre travelled but are used less often and shorter distances. 
On the other hand, some of the would-be vehicle buyers might change their travel behaviour 
(e.g. change modes or increase the use of rideshare services) to adapt to the reduced 
access to vehicles.  
 
Since the reduction in the number of vehicle imports is relatively small and due to the lack of 
information, a simplified approach has been used to estimate these effects. It was assumed 
that: 

                                                
34 Based on historical data, the economic life of a new import is assumed to be 17 years and 10 years for a used 

import and with a 4 percent annual reduction in VKT per annum. 

35 See Error! Reference source not found. in Annex 2. 

36A possible change would be to adopt a time varying emission factors to account for improvements in electricity 
generations (Infometrics 2019). However, this change is unlikely to materially affect the results of the 
analysis  
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 Half of the reduction in the number of vehicle imports would correspond to a reduction 
in the number of vehicles scrapped (0 and 100 percent are used in the sensitivity 
analysis to the CBA). 

 Vehicles that would be retained would stay in the fleet a few years longer (between 5 
and 10 years). They would only be driven between 25 and 75 percent (mid-range 50 
percent) of the annual VKT compared to their counterparts.  

 These vehicles would emit 10 to 30 percent (mid-range 20 percent) more CO2 per 
kilometre travelled than the average for the counterfactual. 

 
Using these simplified assumptions and the same approach for estimating the GHG 
emissions, an increase in GHG emissions (both in tonnes and in dollar terms) were 
estimated.  
 
Estimated net changes in CO2 emissions  

The net change in carbon emissions equals the sum of these three sources of changes in 
CO2 emissions (in tonnes and dollars).  For any given year, the net change could be positive 
or negative, depending on changes in the vehicle mix over time.  
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Appendix B:  Cost Benefit Analysis report  
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