14th March 2003
The Secretary

Economics Legislation Committee

Department of the Senate

Suite SG.64

Parliament House

CANBERRA  ACT  2600

RE: 
Energy Grants (Credits) Scheme Bill 2003


Energy Grants (Credits) Scheme (consequential amendments) Bill

Introduction

The Bus Industry Confederation, the peak national body representing the bus and coach industry in Australia, has concerns with the proposed Energy Grants (Credits) Scheme Bill.  Whilst the Bill retains current entitlements from the Diesel and Alternative Fuels Grant Scheme, it does little to enhance the effectiveness of that Scheme.  In particular, it fails to extend the Energy Grants (Credits) Scheme to urban diesel buses, to the detriment of the community.

The Bus Industry Confederation understands that environmental matters that were previously touted as becoming part of the eligibility criteria under an Energy Grants (Credits) Scheme will now be addressed in a so called Measures for Better Environment – Mark II document and comments on this appear later in this submission.

The Bus Industry Confederation believes that the bus and coach industry can make a significant contribution to improving the future sustainability of Australia’s land transport systems, by reducing the social, economic and environmental impacts of car use.  The provision of the Energy Grants (Credits) to urban bus operators is a key factor in realising this contribution.

2.2
The Economic Role of Cities

Australia is one of the world’s most urbanised countries.  The capital cities alone account for almost two-thirds of the nation’s population.  These are the areas where the knowledge economy is concentrated, where knowledge-intensive manufacturing industry remains strongly focussed and through which most international and domestic tourism is channelled.   These are all economic sectors of above-average growth and growth-potential.  National economic growth prospects are thus increasingly tied up with the future prospects of the major urban economies. 

Knowledge-intensive economic activities tend to be footloose by their nature and can locate almost anywhere.  Studies into their locational determinants typically indicate quality of life factors as central (e.g. Porter 1990; McKinsey 1994; Ratio Consultants 1995).  Urban locations dominate and traffic congestion, air pollution and noise can be significant locational deterrents.  As one means of assisting the process of continued national economic growth, therefore, national land transport policy must focus on how to reduce the adverse congestion and environmental impacts of urban road use on the dynamism of our metropolitan economies.  While urban traffic matters have traditionally been seen as matters for the State Government in Australia, the national economic need for dynamic urban economies, set alongside the high costs of congestion costs, air pollution and noise, means that these are now clearly matters of national economic concern.  The contribution that urban public transport can make to reducing these problems, as one part of integrated urban transportation systems, means that urban public transport should become part of the scope of the Energy Grants (Credits) Scheme and more broadly national land transport policy and programs.  

BIC notes that the US Government reached this conclusion over a decade ago, with the passage of its Intermodal Surface Transportation Efficiency Act (in 1991) and has re-affirmed the conclusion with its Transportation Equity Act for the 21st Century.  The Canadian Government has reached a similar conclusion in the past few years.  For example, the 2002 Canadian Governor General’s Speech from the Throne referred to the Canadian Federal Government’s commitment to supporting safe, efficient and environmentally responsible urban transportation systems (not just road systems) to help reduce traffic congestion and assist trade.  The link between healthy urban transport systems, including public transport, and healthy urban economies is a key driving force in both the Canadian and US approaches to national land transport policy.  New Zealand’s inclusion of public transport programs in the funding ambit of Transfund reflects a similar acceptance of the national interest in improved public transport systems.

BIC concludes that the Energy Grants (Credits) Scheme will be deficient if it does not recognise the challenge to national economic prosperity posed by the urban problems of traffic congestion, air pollution and noise and their attendant huge social costs (BIC, 2001).  Urban public transport and other low impact means of transport must become part of the national land transport policy framework, because of what they can offer towards reducing these high social costs.  The recent Melbourne Bus Plan has shown what is possible in this regard, with strong social benefit-cost ratios from metropolitan bus improvement programs.  

2.3
Traffic Congestion Related Matters

The preceding section has raised the problem of traffic congestion as a deterrent to the growth of economic activity in our urban areas.  The BTE’s estimate that congestion cost Australia $12.8 billion in 1995, with this cost expected to reach $29.7 billion by 2015.  It can be demonstrated that about 60% of these costs will be incurred by the business sector, including the freight sector and business travel by car and light commercial vehicles, making traffic congestion a huge drain on the economic performance of our cities and the national economy.  Any national land transport policy must confront the economic waste and inefficiency associated with traffic congestion.  Analysis by BIC, for its submission to the Commonwealth Fuel Taxation Inquiry, shows that congestion is by far the largest “external cost” of road use in Australia (BIC, 2001).

It is for these reasons that the Bus Industry Confederation seeks the Senate Economic Legislation Committee to consider the following approaches and initiatives as part of putting in place an Energy Credits (Grants) Scheme.  Our proposals will ensure that the Scheme not only meets the policy intent of the Government in reducing transport costs for regional Australia but also puts in place positive incentives to encourage the greater use of public transport.

The Energy Grants (Credits) Scheme can be a building block toward public transport becoming an integral part of National land transport policy and National environmental policy.  This will provide solutions to the economic, environmental and social costs that current travel choices are imposing on the Australian economy and community.

To this end the BIC believes that a Measures for Better Environment – Mark II document should recognise the positive impacts of improved public transport services on congestion, emissions and road safety, particularly in the major urban areas and should include the following initiatives:

· Notional application of the diesel rebate to buses in metropolitan areas.  However, rather than the rebate being actually provided to the individual operator, the funds should be accumulated in a Public Transport Fund.  This Fund should be used to promote demonstration projects such as bus priority lanes on major urban arterial roads.  Experience in Australia and elsewhere has shown that such initiatives can increase service patronage by 30-40% at low cost.

· Incentives to encourage a change in travel mode towards low impact modes such as public transport, relevant options including:

· an employer based incentive scheme to encourage employees to utilise public transport

· an increase in FBT liability on company cars with increased kilometres traveled, rather than the current system where tax liability decreases as the kilometres increase.

· restructuring fuel taxes such that they are a better reflection of the full costs of road use (e.g. reflecting accident costs, air pollution, climate change and congestion costs).

· A pro-active Federal advertising and marketing campaign, in association with States, promoting the benefits of public transport and other low impact modes and pointing out the problems our cities will face in the future if more sustainable land transport systems are not developed.

BIC believes that the implementation costs of the above initiatives are very modest.  Despite this, the initiatives will provide a clear and early demonstration of the benefits of increased public transport use. The BIC is happy to appear before the Committee to discuss these matters further.  

Yours sincerely,

Stephen Lucas,

Chairman

Bus Industry Confederation.
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