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To whom it may concern,

Climateworks Centre submission on Freight Policy Reform: Interim Directions

Climateworks Centre welcomes the opportunity to respond to the Independent Panel’s Freight Policy
Reform: Interim Directions paper.

Climateworks bridges the gap between research and climate action, operating as an independent
not-for-profit within Monash University. Climateworks develops specialist knowledge to accelerate
emissions reduction, in line with the global 1.5°C temperature goal, across Australia, Southeast Asia
and the Pacific. This is especially urgent given the window to keep global warming within 1.5°C
degrees is still open, but narrowing.

The transport sector is the third-largest source of greenhouse gas emissions in Australia, and it is on
track to be the largest by 2030. Within the sector, freight transport (freight) is responsible for almost 40
per cent of emissions (Climateworks Centre 2023b). Freight emissions reduction plans will be
expected from both government and industry. We note that freight emissions are under the ambit of
Australia’s mandatory climate-related financial disclosures for reporting companies (Climateworks
Centre 2023c). Further, in 2025, building on global best practices, the Australian Treasury is due to
issue guidance on ‘credible transition plans’ (Climateworks Centre 2024c; World Benchmarking
Alliance 2024).

We therefore commend Transport for New South Wales (TfNSW) on taking early and foundational
steps towards freight decarbonisation through Towards Net Zero Emissions Freight Policy (2023) and
Freight Policy reform: Interim Directions. In particular, it is reassuring to see recognition in the Interim
Directions of system-wide access, road user charging frameworks and strategic infrastructure
investment as important building blocks and levers of decarbonisation.

At the same time, we take this opportunity to make recommendations on two important areas: actions
to shift freight from road to rail and considerations on road user charges. Our recommendations
support the achievement of NSW’s emissions reduction targets while also improving energy efficiency
and transport choice. These recommendations also support TfNSW’s recognition, in Towards Net
Zero Emissions Freight Policy, that a ‘whole of government approach [is] required to achieve net zero
emissions’ (Transport for NSW 2023).

Climateworks Centre bridges the gap between research and climate action, operating as an
independent not-for-profit within Monash University. 1
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Recommendation 1: Accelerate mode-shift by focusing on actions
that make rail freight more competitive
In response to question 5.3.3.3 ‘What incentives or other changes are needed to enable you to shift
from road to rail mode for at least some of your freight transport chain?’

Climateworks recommends shifting as much transport as possible to low carbon-intensity modes such
as rail.1 This requires policies that make rail freight a competitive option for businesses especially the
freight logistics industry.

Evidence indicates mode competitiveness requires policies that improve a mode’s capacity,
infrastructure availability, intermodal integration, operational reliability, service frequency and transport
costs (Australasian Railway Association 2022; Ghisolfi et al. 2024; International Transport Forum
2022). We therefore support TfNSW’s continued work in the Special Activation Precincts and other
Inland Rail-related infrastructure and its efforts to develop solutions that address capacity constraints
in the Metropolitan Rail Network and provide directions for urban land-use principles, especially for
intermodal hubs.

In addition to the measures already mentioned in Interim Directions, we advise that TfNSW:

a. Prioritise actions that improve the competitiveness of rail freight through any Rail Working
Groups that are formed across jurisdictions and with industry.

b. Hold early consultations with the Commonwealth, other states and territories and industry to
build a framework that enables fair competition between different modes. As defined by the
International Transport Forum (2022), a ‘coherent framework for intermodal competition would
create momentum towards a multimodal transport system in which all modes play their role
based on where they are more efficient, more sustainable and safer than others’.
We recommend such a framework be designed with criteria for low-emissions and less
carbon-intensive freight transport.

c. Set clear decarbonisation targets for the freight sector that align with the least-cost pathway to
state and federal emissions reduction targets. These targets would ideally be aligned with
least-cost pathway to 1.5॰C (Climateworks Centre 2023a; 2024a). Indicative mode-shift
targets and incentives can then be designed to meet freight emissions reduction targets.

Recommendation 2: Consider distance-based road user charges
for all heavy vehicles
In response to question 5.3.3.4 ‘What is your view of a charge or tax that would be applied to all
vehicle emissions?’ and question 7.7.3 ‘Its clear pricing and charging lacks consistency and
transparency across the freight system. Are there issues other than those already identified that
governments should consider in relation to network pricing?’

As noted in Interim Directions, there is an increasing need to reform road pricing, especially with the
transition to zero-emissions vehicles and given the existing shortfall between infrastructure costs and
charges for heavy vehicles (Laird 2017).

One way to close the gap is by implementing distance-based road user charges (RUC), a type of road
pricing. RUCs can ‘both substitute for lost fuel-tax revenue and better internalise external costs’
(International Transport Forum 2023). Designed effectively – for example with location or time-based
variations – RUCs can also help manage urban congestion and incentivise a shift to low-emissions

1 Our recent modelling shows that the national transport sector could be 1.5°C-aligned when, in combination with a suite of
solutions across the transport sector, 15 per cent of ‘articulated truck’ freight activity and 5 per cent of ‘rigid truck’ freight activity
are shifted to rail. The suite of solutions listed in this submission come from our ‘Diverse solutions’ scenario that models a
1.5°C-aligned transport sector. Apart from the shift of road freight to rail, this scenario also includes the following uptake of
zero-emissions vehicles and modal shifts by the year 2040: 35 per cent of passenger kilometres travelled shift from cars to
public and active transport, 7 per cent of domestic aviation passenger kilometres travelled shift to rail; and 4 per cent of light
commercial vehicles tonne-kilometres travelled shift to urban micro-mobility. Freight activity is measured in tonne-kms.
(Climateworks Centre 2024a)
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transport alternatives (Climateworks Centre 2024b). We therefore support the NSW government’s
efforts to work across governments to introduce a distance-based charge.

However, we recommend that any distance-based RUC be universally applied to all heavy vehicles,
and not just on ‘Heavy Low to Zero Emissions Vehicles’ (HLZEVs). As in the case of light vehicles,
limiting the scope of RUCs only to HLZEVs would be a missed opportunity for meaningful reform
(Ghaderi et al. 2023). For instance, when applied only on HLZEVs, a distance-based RUC would raise
operating expenses and add to the total costs of ownership of such vehicles. This would impact the
uptake of HLZEVs, especially in the early years of transition and in light of the current fuel tax credits
given to diesel trucks.

When applying RUC across all heavy vehicles, concerns about fair share and on potential double
taxation of diesel vehicles are likely to be raised. TfNSW and other governments can prepare for this
by evaluating appropriate redressal mechanisms, such as the simultaneous application of offsetting
adjustments to fuel taxes (International Transport Forum 2023). The scale of such adjustments could
be determined by the gap in capturing the full cost of carbon emission from diesel vehicles
(Productivity Commission 2017). We therefore recommend that TfNSW, in collaboration with the
Commonwealth and other states and territories, consider all of these points when planning for any
RUC on heavy vehicles.

Thank you for taking the time to consider our submission. We would welcome an opportunity to brief
your team to explore our responses in further detail.

Yours sincerely,

Dr Portia Odell Dechen Dolker
Systems Lead – Cities Project Manager – Transport
Climateworks Centre Climateworks Centre
portia.odell@climateworkscentre.org dechen.dolker@climateworkscentre.org
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