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Government Against Itself: The Leaded Fuel Tax
and the $12,000 Used Car Tariff

David Pearce

uch is the scale of government intervention today that regulations often frus-
trate each other’s purpose. An excellent example is provided by the leaded
fuel tax and tariffs on car imports, especially the prohibitive tariff on used cars.

In its 1993/94 budget, the Commonwealth government introduced a differential
tax on leaded fuel in response to increasing concern about lead in the atmosphere
and the effects of lead exposure on children. Effective from February 1994, the tax
raised the price of leaded fuel relative to unleaded fuel. John Dawkins, then Treas-
urer, claimed that this move would ‘accelerate the conversion of the motor vehicle
fleet to unleaded petrol’ (Commonwealth of Australia, 1993:6).

In February 1994, leaded fuel accounted for around 50 per cent of fuel sales.
Around 60 per cent of Australia’s car fleet was manufactured before 1986, the year
in which it became compulsory for new cars to run on unleaded fuel. On the basis
of current trends, leaded fuel will not be effectively replaced until 2005 (by then pre-
1986 cars will probably account for only around 3 per cent of the fleet). This rate
of conversion is too slow for some, prompting the differential tax.

Effects of the Leaded Fuel Tax

Although the government did not say so explicitly, the differential tax was pre-
sumably aimed at one (or both) of two objectives: to encourage those motonsts us-
ing pre-1986 cars that can run on unleaded fuel to actually run them on unleaded
fuel; or to encourage motorists to buy post-1986 cars. The first of these aims will
have a limited impact on the amount of leaded fuel used, while the second cannot
be achieved through the use of a leaded fuel tax.

Of the pre-1986 cars currently on the road, only 30 per cent (the most optimis-
tic estimate) are capable of running on unleaded fuel. Thus only a minority of mo-
torists using pre-1986 cars are in a position to modify their behaviour. The leaded-
fuel tax, with the associated advertising and information campaign, will no doubt
influence the behaviour of this minority (the early evidence suggests that it is having
some effect), However, owners of pre-1986 cars that cannot run on unleaded fuel
must bear the tax with no possibility of altering their behaviour. This is inequitable
in that most owners of eight-year-old cars are likely to have relatively low incomes.
A cynic could conclude that this policy is a means of raising revenue from those
least able to avoid the tax.

Nor will the tax do much to encourage the purchase of post-1986 cars. Since
fuel costs are only 14 per cent of the total cost of running a car, the price of fuel is a
relatively minor consideration in the decision to replace a motor vehicle. The most
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important factor is the capital cost: the purchase price and the cost of financing it.
So a fuel levy will not encourage motorists to replace cars faster than they would
otherwise. Estimates from a simple model (CIE, 1994:7) suggest that a 10 per cent
reduction in the capital cost of a car would encourage motorists to replace that car
two years earlicr than otherwise; but that a fuel tax of five cents a litre would have no
effect.

Car Prices and Import Protection

The capital cost of cars is influenced by government policy. In the past, a major
determinant of the capital cost of cars has been import protection. Tariffs and quo-
tas raise the price of new cars (and indirectly the price of used cars), so taxing con-
sumers and discouraging them from replacing their aging vehicles. For example, in
1986, when legislation requiring new cars to use unleaded fuel became eftective,
quotas limited car imports with a tariff of 57.5 per cent within the quota and 100 per
cent for any imports above the quota. These arrangemenits amounted to a tax of
$1.3 billion on car consumers — a clear disincentive to purchase new cars and one
reason why Australia still has a ‘problem’ with leaded fuel.

True, car tariffs are falling — but not in all cases. In 1992 the government in-
troduced a prohibitive tariff (that is, an effective ban) on imported second-hand mo-
tor vehicles. The cars that were going to be imported before the $12,000 tariff was
mntroduced had a number of advantages. As well as satisfying the same safety stan-
dards as imported new cars, they were between three and five years old, they were
around $4,000 dollars (30 per cent) cheaper than comparable cars available on the
Australian market, and they all ran on unleaded fiel

Had the import of these cars been allowed they would have provided an effi-
cient and equitable means of accelerating the conversion of Australia’s car fleet to
unleaded fuel. Effectively banning their import runs directly counter to the objec-
tive of using less leaded fuel.

The $12,000 car tariff was supposed to prevent disruption to the motor vehicles
sectoral plan, under which tariffs were slowly reduced and the industry was restruc-
tured. But no reason was given for making it a prohubitive tariff, other than the
statement of Senator John Button, then Minister for Industry (quoted in Parliament
of the Commonwealth of Australia, 1992:100):

People ask me “Why $12,000?". I say, ‘Because we want to knock this
thing on the head; that is why $12,000°.

Even at the peak of Australian protectionism, politicians were seldom so clear about
the purpose of interfering with free choice.
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The Virtue of Cooperation: Australia’s
Volunteer Fire Brigades

Shaun Kenaelly

of us that most rura! and outer subuwrban fire-fighting in the country is

undertaken by volunteers. There is central coordination, but the ordinary
activities of training, fire-prevention and fund-raising belong to the brigades. These are
composed entirely of residents, who give freely of their time and labour to these
community services. They are the first to respond with their close district knowledge.
Only long-standing residents know the directions from which a bushfire is most likely
to come; where back-burming might stop it; what sudden tumns it may take, whistling
through gullies. There is a direct sense of place.

Brigades also respond to house-fires, storm damage, and motor accidents. They
are very closely integrated into the life of a township. In the fire-prone Blue
Dandenongs outside Melbourne, two brigades sponsor local Carols by Candlelight
and have done so for years. Another sends Santa around on the truck to distribute
lollies to children. One sponsors an annual art-show; another (with Rotary) a big town
fete. That is for fund-raising, of course; another brigade holds a formal dinner-dance.
Then there are the weekly street-stails where ladies from the auxiliary sell cream cakes.
One brigade draws up its vehicles outside the firestation on Anzac Day, as a salute to
the RSL parade marching by. On 11 November the siren is sounded to mark
beginning and end of the two-minute silence. The composition of the fire brigade
would be interchangeable with that of the football team and the roll of honour on the
Anzac memorial — and, for that matter, the Surf Lifesaving Club of a coastal town.

4 I Yhe bush fires that erupted in New South Wales in early 1994 reminded many





