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Context
• Changing way we raise revenue
• Shift to electronic Road User Charges (eRUC)
• What could happen?



Main contributors at the national level
• Fuel Excise Duty (FED)
o Currently 77 cents per litre (petrol)
o Collected at source (when refined 

fuel leaves refinery or is imported)
o Amount of FED is related to 

distance travelled and fuel 
efficiency of vehicle

o FED is simple to collect, low 
compliance costs and unavoidable
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Main contributors at the national level

https://www.nzta.govt.nz/vehicles/licensing-rego/road-user-charges/ruc-rates-and-transaction-fees

• Road User Charges (RUC)
o Applies to vehicles not solely 

powered by petrol e.g. diesel & 
EVs

o Distance based (pre-purchased 
increments of 1,000 kms) 

o Rates vary on vehicle weight and 
axle configuration

o RUC has higher compliance & 
administration costs than FED 

o Greater risk of evasion than FED 
as relies on honesty of vehicle 
owner
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Shift to RUC

“This transition to RUC is about fairness and equity. It will ensure that all 
road users are contributing to the upkeep and maintenance of our roads, 
irrespective of the type of vehicle they choose to drive.”

https://www.beehive.govt.nz/release/electric-vehicles-pay-road-user-charges 
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“It isn’t fair to have Kiwis who drive less and who can’t afford a fuel-efficient 
car paying more than people who can afford one and drive more often.”

https://www.beehive.govt.nz/release/next-steps-replacing-petrol-tax-electronic-
road-user-charges 

https://www.rnz.co.nz/news/political/578768/bill-to-expand-road-user-charges-
introduced 
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Proposal – electronic RUC (eRUC) for all

NLTF
1
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eRUC – not new in NZ



Pricing externalities / Managing impacts
• Could we use eRUC for more than just revenue raising for roads?
• Could we charge for other transport-related costs?

oHelp with equity and fairness



Pricing externalities / Managing impacts
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Pricing externalities / Managing impacts

https://www.unicef.org.uk/publications/the-toxic-school-run/ 
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https://www.transport.govt.nz/are
a-of-interest/safety/social-cost-of-
road-crashes-and-injuries 

Pricing externalities / Managing impacts
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Pricing externalities / Managing impacts

https://www.thepress.co.nz/nz-news/350059618/school-drop-chaos-results-parking-fines 

https://www.greaterauckland.org.nz/201
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Road maintenance/construction

Directed cost-based funding / hypothecation

NZTA / TLAs

Note: completely made 
up figures. For illustrative 
purposes only.



Road maintenance/construction Local air quality

Directed cost-based funding / hypothecation

NZTA / TLAs

Note: completely made up 
figures. For illustrative 
purposes only.

Regional Councils



Road maintenance/construction Local air quality GHG emissions

Directed cost-based funding / hypothecation

NZTA / TLAs
Regional Councils

Climate Change Commission
Note: completely made up 
figures. For illustrative 
purposes only.



Road maintenance/construction Local air quality GHG emissions Noise near schools

Directed cost-based funding / hypothecation

NZTA / TLAs
Regional Councils

Ministry of Education

Climate Change Commission

Note: completely made up 
figures. For illustrative 
purposes only.



Road maintenance/construction Local air quality
GHG emissions Noise near schools
Damage to private roads

Directed cost-based funding / hypothecation

Ministry of Transport / 
NZTA / TLAs

Regional Councils

Ministry of Education

Climate Change Commission

Landowners
Note: completely made up 
figures. For illustrative 
purposes only.



Road maintenance/construction Local air quality

GHG emissions Noise near schools

Damage to private roads Crashes

Directed cost-based funding / hypothecation

NZTA / TLAsRegional Councils

Ministry of Education

Climate Change Commission

Landowners
ACC

Note: completely made up 
figures. For illustrative 
purposes only.



Road maintenance/construction Local air quality GHG emissions

Noise near schools Damage to private roads Crashes

Obesity / respiratory disease

Directed cost-based funding / hypothecation

ACC

NZTA / TLAs

Regional Councils

Ministry of Health

Ministry of Education

Climate Change Commission

Landowners

Note: completely made up 
figures. For illustrative 
purposes only.



Directed cost-based funding / hypothecation – 
by route

Route A 
- 100 kms

Route B
- 115 kms



Directed cost-based funding / hypothecation – 
by route

Cost per km, by route

Route B

Route A

Road maintenance/construction Local air quality
GHG emissions Noise near schools
Crashes Obesity / respiratory disease

Note: completely made up 
figures. For illustrative 
purposes only.



Directed cost-based funding / hypothecation – 
by mode



Directed cost-based funding / hypothecation – 
by mode

Not official government policy 

Cost per km, by mode Note: completely made up 
figures. For illustrative 
purposes only.



Save money – speed cameras
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Save money – congestion pricing
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Save money – parking tickets
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Will Big Brother be watching us?
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Will it be politically acceptable?

https://theconversation.com/road-user-charges-can-pay-for-more-than-just-
road-maintenance-nz-could-lead-the-way-262946



Will it be politically acceptable?



Summary
• Current system is old/crude and misses opportunities

oBut it is cheap

• Technology means electronic road user charging (eRUC) ‘easier’
• eRUC offers opportunities to cost / charge:

o For impacts and externalities
o To drive desirable behaviour change

• But is big brother watching us
oAnd will it be politically acceptable

• From eRoad User Charges (eRUC) to eRoad Use and Impact Charges 
(eRUIC)



Thanks

Simon Kingham
Ahorangi | Professor

Te Whare Wānanga o Waitaha | University of Canterbury

Ōtautahi | Christchurch, 

Aotearoa | New Zealand

simon.kingham@canterbury.ac.nz

mailto:simon.kingham@canterbury.ac.nz




Other issues with current system …
We price every kilometre on the network at the same rate
Direct costs of use
• some roads cost more than others to build
• Road wear and tear varies (e.g. logging truck on unsealed road vs new SH)
Indirect costs of use
• congestion
• other externalities which are specific to time, location or both
Specific / local charging is difficult and expensive
• tolling system / congestion pricing expensive to run
• revenue-raising for local government is cumbersome and leaky (regional fuel tax)



Key issues and risks

• There are some key challenges we need to understand before we can 
implement:
o Costs:

devices
ongoing operational costs

o Privacy concerns
o Basic technology is straightforward and already exists in eRUC 
o Range of payment mechanisms required from large fleets to “unbanked” individuals
o Transition from the current system needs to be efficient and practicable
o Enforcement and ensuring minimal tax evasion is important to protect revenue
o Political and public acceptability



Pricing externalities / Managing impacts



Pricing externalities / Managing impacts
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Pricing externalities / Managing impacts

https://time.com/5481981/online-shopping-amazon-free-shipping-traffic-jams/ 

https://theconversation.com/dont-blame-parcel-delivery-vans-
for-clogging-up-city-traffic-look-to-the-tradies-123776  
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Main contributors at the national level

• Fuel Excise Duty (FED)
• Road User Charges (RUC)



Revenue

Motor Vehicle Registration & 
Licensing

Road User Charges (RUC)
950,000 light diesel vehicles

190,000 heavy diesel vehicles
80,000 Electric vehicles
350,000 hybrid vehicles

Fuel Excise Duties (FED)
3.2m light petrol vehicles

Local 
government 

share

Other Crown revenues

National 
Land 

Transport 
Fund

https://www.transport.govt.nz/statistics-and-insights/fleet-statistics/sheet/monthly-mv-fleet 
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