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Developing fiscal policies for 
improving fuel economy – 
Examples from other regions 
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Source: UNEP, 2017 (unpublished). 

 

Fuel economy policies can work! 
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Baseline Light-Duty Vehicle Fuel Economy and Trends for New LDVs  Algeria
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VEHICLE FUEL EFFICIENCY 
STANDARDS 

FISCAL MEASURES 

MARKET-BASED APPROACHES 

INFORMATION MEASURES 

• Introduce and regularly strengthen mandatory 
standards 

• Establish and harmonize testing procedures 

for fuel efficiency measurement. 

• Fuel taxes and vehicle taxes to encourage the 
purchase of more fuel-efficient vehicles. 

• Infrastructure support and incentive schemes 

for very fuel-efficient vehicles. 

• Voluntary programs such as U.S. SmartWay 
and other green freight programs 

• Vehicle fuel economy labels 
• Improving vehicle operational efficiency 

through eco-driving and other measures. 

Fuel Economy Policy Options  

Source: ICCT 



 

Sri Lanka Case Study 

• Population: 21.4 million (2017 

estimate) 

• GDP per capita (nominal): 

$4,012 (2018 estimate) 

• Total vehicle population 

(2017): 6.795 million 

 

• What they did:  

– Active participation in GFEI 

trainings and meetings since 2014 

– Baseline development (2014) 

– Review of current policies 

– Inclusion of fuel economy policies 

in national strategies and plans 

– Revision of vehicle taxation 

scheme 

Sources:  
Wikipedia; Googlemaps 
http://www.transport.gov.lk/web/index.php?option=com_content&view=article&id=255&Itemid=0&lang=en 

President of Sri Lanka endorses Clean Air Action 
Plan with fuel economy policies 



 

Development of vehicle taxes 

Government Review on Taxes and Policies on Vehicle 
Importation in  2011 budget proposal and reviewed in April 
2011, March 30th, 2012 and January, 2013 

1. Introduce low import duty and exemptions of exercise 
duty for hybrid vehicle (effective rate was 37% on CIF 
(irrespective of engine size); 

2. Reduce the age of used vehicle importation from 3.5 Years 
to 1 year; 

3. Introduce the revised taxes for different engine capacity 
thresholds on different tax thresholds for  hybrid vehicles; 
and 

4. Increase the taxes on small engine capacities considering 
fuel efficiency and public costs and Double Cabs  

Source: Jayaweera D. 2014  



 

Baselines & Trends 

ITEM 
Duty Rate Total tax as 

% of CIF CID Cess PAL Excise VAT NBT 

3 Wheeler - Petrol/LP gas 15% 0% 5% 15% 12% 2% 70% 

                - Diesel 15% 0% 5% 25% 12% 2% 90% 

                

Car - Petrol - <1000 cc 30% 0% 5% 38% 12% 2% 120% 

                      1000 cc-1600 cc 30% 0% 5% 43% 12% 2% 128% 

                      1600 cc-2000 cc 30% 0% 5% 47% 12% 2% 136% 

                      Exceeding 2000 cc 30% 0% 5% 58% 12% 2% 154% 

                      Exceeding 3000 cc 30% 0% 5% 78% 12% 2% 189% 

              

Car - Hybrid - <2000 cc 15% 0% 5% 8% 12% 2% 50% 

                      2000 cc-3000 cc 15% 0% 5% 24% 12% 2% 75% 

                      Exceeding 3000 cc 15% 0% 5% 40% 12% 2% 100% 

 

Vehicle taxes introduced in April 2012 

Source: 2014, Jayaweera D.  



 

Vehicle taxes introduced in April 2015 
  Present 
  CD PAL Excise VAT NBT Cess Total 
Petrol Car               
Golf Cars 25% 5% 45% 12% 2% 0% 124% 
Less than 1,000 CC 25% 5% 92% 12% 2% 0% 202% 
1,000 - 1,599 cc 25% 5% 92% 12% 2% 0% 202% 
1,600 cc - 1,999 cc 25% 5% 92% 12% 2% 0% 202% 
2,000 cc - 2,999cc 25% 5% 122% 12% 2% 0% 251% 
Exceeding 3,000 cc 25% 5% 137% 12% 2% 0% 276% 
Diesel - Car               
Less than 1,600 CC 25% 5% 122% 12% 2% 0% 251% 
1,600 CC - 2,000 CC 25% 5% 137% 12% 2% 0% 276% 
2,000 CC - 2,500 CC 25% 5% 152% 12% 2% 0% 301% 
Exceeding 2,500 CC 25% 5% 183% 12% 2% 0% 352% 
Hybrid Petrol Car               
Less than 1,000 CC 15% 5% 14% 12% 2% 0% 60% 
1,000 - 1,599 CC 15% 5% 14% 12% 2% 0% 59.75% 
1,600 cc - 1,999 cc 15% 5% 14% 12% 2% 0% 60% 
2,000 cc - 2,999cc 15% 5% 40% 12% 2% 0% 100% 
Exceeding 3,000 cc 15% 5% 57% 12% 2% 0% 126% 
Hybrid Diesel Car               
Less than 1,600 CC 15% 5% 21% 12% 2% 0% 71% 
1,600 CC - 2,000 CC 15% 5% 21% 12% 2% 0% 71% 
2,000 CC - 2,500 CC 15% 5% 40% 12% 2% 0% 100% 
Exceeding 2,500 CC 15% 5% 57% 12% 2% 0% 126% 
Electric Car               
Car - Electric 15% 5% 0% 12% 2% 0% 38% 



 

Vehicle taxes to be introduced in April 2018 
Engine Capacity Petrol (per 

CC) 
Petrol Hybrid 

(per CC) 
Diesel 

(per CC) 
Diesel 

Hybrid (per 
CC) 

Less than or = 1000cc  Rs. 1,750   1,250   4,000   3,000  

1000 - 1300cc  2,750   2,000   4,000   3,000  

1300 - 1500cc  3,250   2,500   4,000   3,000  

1500 - 1600cc  4,000   3,000   5,000   4,000  

1600 - 1800cc  5,000   4,500   6,000   5,000  

1800 - 2000cc  6,000   5,000   7,000   6,000  

2000 - 2500cc  7,000   6,000   8,000   7,000  

2500 - 2750cc  8,000   7,000   9,000   8,000  

2750 - 3000cc  9,000   8,000   10,000   9,000  

Source: 2017. Fernando, Sheran 

 Electric cars   2018 
  Present Brand new Used 
<50 Kw 30% or Rs. 15,000 per Kw 7,500 15,000 
50 Kw-100 Kw 40% or Rs. 25,000 per Kw 12,500 25,000 
100 Kw - 200 Kw 50% or Rs. 40,000 per Kw 25,000 40,000 
Over 200 Kw 50% or Rs. 55,000 per Kw 40,000 55,000 



 

Impact of excise tax on car fleet 



 

Thailand Case Study 

• Population: 68.8 million (2016 

estimate) 

• GDP per capita (nominal): 

$7,588 

• Total vehicle population 

(2016): 8.146 million 

 

• What they did: 

– Active participation in GFEI 

trainings and meetings since 2012 

– Baseline development (2012) 

– Establishment of national multi-

stakeholder process 

– Review of current policies 

 

 

Sources:  
Wikipedia; Googlemaps 
http://englishnews.thaipbs.or.th/thailand-now-has-more-than-37-million-registered-cars/ 



 

Fuel economy improvement policies and targets 

Source: GIZ, 2018 



Source: Mitsubishi Motors Thailand 
https://www.mitsubishi-motors.co.th/en/about-us/news/press/attached-eco-sticker-on-mitsubishi-motors-new-cars 

 

Fuel economy labeling – Thai Eco-Sticker 



 

Thailand vehicle excise tax structure 

Source: GIZ, 2018 



 

Improvement of the vehicle fleet  

Source: GIZ, 2018 



Source: GIZ, 2018 

 

Impact of CO2-based excise tax on engine size 
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Summary 

• Fuel economy policies work 

• Importance of multi-stakeholder and inter-
government consultation processes 

• Strong vehicle taxation are effective in 
encouraging more efficient vehicles 

• Put in place mechanisms to review policies 
and impacts on the fleet and adjust fiscal 
policies 

• Fuel-efficiency based taxation works well 
when this is linked to fuel economy labeling 



Thank you 

Bert Fabian 

Air Quality & Mobility Unit 

bert.fabian@un.org 

 

www.unep.org 


