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Impact Analysis of Feebates: Incentive for Increased Fuel Economy
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Abstract

Reduction of fuel consumption in transport sector, especially passenger cars, is crucial to reduce dependence on
oil and curb the CO: emissions in Japan. This study assesses the impacts of feebates which refer generally to fees
on fuel-inefficient vehicles and rebates on fuel-efficient ones, on fuel consumption of new cars and carmakers’
revenue and so on. Based on consumers’ new car choice model considering fuel economy, other vehicle attributes,
acquisition and ownership cost, we show that 1) feebates can reduce fuel consumption from new cars larger than
fuel economy regulation with low price elasticity with regard to new car sales and higher pivot point of feebates
than fuel economy standards. 2) Feebates decreases average car price and makes carmakers revenue smaller. 3)
Feebates can absorb the rebound effects on drive mileage to some extent via adjustment of feebates rate.
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