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Dear Mr. Bailey 
 
Re: Submission on Low-emissions economy Draft Report 
 
Thank you for the opportunity to comment on the Low-emissions Economy Draft Report.  
 
We’re supportive of the pillars to achieve stable and credible climate policy and would like to broadly 
reiterate our position on the issues contained in the report and the opportunities in transitioning to a 
lower net-emissions economy.  We intend our remarks to provide a general response to some of the 
concepts raised and address specific questions outlined in the report. 
 
Our main comments relate to: 

• Climate change is a global issue 

• Carbon pricing for exporters needs to be internationally competitive to achieve global goals 

• Gas is critical to achieve a lower emissions economy 

• Quantification of the economic and social cost to New Zealand of a transition 

• Emission-intensive industries can contribute to New Zealand’s economy while reducing global 
emissions; and 

• Opportunities for emerging technologies in lower carbon fuels 
 

Climate change is a global issue 
 
Climate change is a global issue and achieving a lower emission economy must be looked at in that 
context.  Only considering New Zealand’s domestic emissions could result in the perverse outcome 
that domestic policy decisions could lower New Zealand’s emissions but increase global emissions.  
This cannot be the outcome of any transition and goes against the intent of global climate change 
agreements.  We remain concerned that the drive for domestic abatements will be to the detriment 
of productive New Zealand industries. 
 
New Zealand’s emission-intensive industries can continue to contribute to New Zealand’s economy 
while reducing global emissions. 
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Carbon pricing for exporters needs to be internationally competitive to achieve global 
goals 
 
We believe that the report does not consider the full extent of “the potential for some early actions 
taken by New Zealand to have a negative impact in the form of carbon leakage”. 
 
Differences in carbon prices across countries can be a driver of carbon leakage where some production 
activity transfers from a jurisdiction with a higher carbon price to one with a lower carbon price, even 
though the latter may have a higher emissions intensity.  
 
The report cites Arlinghous (2015) to question the potential for carbon leakage via carbon pricing but 
as Arlinghous states, this is not the only driver of carbon leakage: 
 

“Countries may have other environmental policies, such as renewable energy 
standards, or feed-in tariffs, which could influence policy outcomes in a range of ways 
and could distort policy evaluations…Other environmental policies may indeed pose a 
problem” 

 
For example, the Government’s recent decision on banning off-shore exploration permits may have a 
carbon leakage impact due to supply constraints as opposed to carbon pricing.  This was MBIE’s advice 
recently released under the Official Information Act. 
 
The Arlinghous report also states that its findings on competitiveness cannot be applied at “other 
carbon price levels”.  Given the fact that the Commission’s report is considering carbon price levels 
around ten-times current levels, the Arlinghous findings are not necessarily relevant. 
 
The report also confirms in recommendation 10.4, the need for free allocations to remain to “address 
potential effects on emissions leakage and international competitiveness”.  We strongly support this 
recommendation and our domestic approach needs to mirror the action of our international 
competitors. 
 

Gas is critical to achieve a lower emissions economy 
 
The report has little discussion on the role gas plays in reducing New Zealand’s emissions while 
providing cost effective electricity security.  Gas has less than half the emissions of coali and a more 
positive use of gas during any transition would reduce emissions and provide energy security to the 
country. 
 
As an example, gas played a key role in Tasmania in 2015, a “non-hydrological year”, by providing back 
up electricity security and prevented further economic damage to Tasmania’s economy. 
 

“the catastrophic failure of the Bass Strait cable in 2015 that plunged Tasmania into 
an unprecedented energy crisis, which cost the Government an estimated $180 million 
to secure the state's power supply — including shipping in 100 back-up diesel 
generators” 
http://www.abc.net.au/news/2018-02-25/basslink-cable-design-inadequate-legal-
fight-brewing/9482916 
 
https://en.wikipedia.org/wiki/2016_Tasmanian_energy_crisis 

http://www.abc.net.au/news/2016-06-13/basslink-cable-fixed-power-flowing-victoria-and-tasmania/7505264
http://www.abc.net.au/news/2018-02-25/basslink-cable-design-inadequate-legal-fight-brewing/9482916
http://www.abc.net.au/news/2018-02-25/basslink-cable-design-inadequate-legal-fight-brewing/9482916
https://en.wikipedia.org/wiki/2016_Tasmanian_energy_crisis
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It is important to emphasise the report’s view that “a need remains for some peaking fossil generation 
to manage periods of particularly high demand, low renewable output, or both – for instance, dry 
years where hydroelectricity generation is low.”  Gas is a suitable lower emissions solution that should 
be considered, however, it requires continued investment and exploration by the industry and clear 
Government policy for its continued development and use.  This is not the direction of current 
Government policy given the recent offshore oil and gas exploration ban.  Alternatively, if gas doesn’t 
play this role – what does and at what cost to consumers? 
 
 

Quantification of the economic and social cost to New Zealand of a transition 
 
A thorough analysis of the cost, benefits and risk of any transition from an emission, economic and 
social perspective is required to make choices and maximise the benefit to New Zealand.  Such an 
analysis was in the terms of reference but is not dealt with, to any great degree, in the body of the 
report.  There is also significant contradiction between the report and the recent Zero Carbon 
discussion document: 

• carbon prices necessary to achieve net-zero emission in 2050 
o up to $250/T in the Productivity Commission report compared with up to $845/T in 

the Zero Carbon Act Discussion Document 

• economic harm to New Zealand 
o little mention in the Productivity Commission report compared with over 14% 

reduction in GDP (compounding) in the Zero Carbon Act Discussion Document. 
 
An especially high burden of proof is placed on the future Climate Change Commission (the 
Commission) regarding any changes it proposes.  No part of the economy and society will be left 
untouched; therefore, the Commission must be able to demonstrate with specifics and not 
generalities, that its proposals would, in a net-public benefit test way, leave New Zealand better off 
overall and lower global emissions. 
 
 

Emission-intensive industries can contribute to New Zealand’s economy while reducing 
global emissions 
 
Methanol operations generate emissions when natural gas fuel is consumed during the methanol 
production process.  Methanex has reduced its global carbon dioxide emission intensity by 34% since 
1994 by constantly seeking efficiency gains in the methanol production process. 
 
Methanex contributes significantly to New Zealand’s’ economic and social wellbeing: 

• $834 million dollars annually to New Zealand’s economy; 

• This represents approximately 8% of Taranaki’s GDP; and 

• Employs over 270 jobs directly and supports 3,000 jobs nationally. 
 
Other emission intensive industries no doubt also make significant contributions to New Zealand and 
its regional communities. 
 
The report makes a significant conclusion that “to achieve net-zero emissions by 2050, production of 
iron and steel also ceases” and production of methanol decreases by around one third.  Demand for 
iron, steel and methanol will continue globally, particularly when they are used in products that help 
reduce emissions. 
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For example, electric cars, solar panels and wind turbines use methanol in their production.  If New 
Zealand can participate in the production of these necessary goods with low emissions, then why 
shouldn’t it?  To be clear, while much attention is paid to New Zealand’s high renewable electricity 
production, it should be noted that there are no current replacements for steel, aluminum or 
methanol and therefore the transition will be longer, if at all.  
 
It is easy to make assumptions about shutting down productive businesses without a plan to replace 
those contributions, while ignoring the possibility that future technology may mitigate these 
emissions.  There are multiple pathways to achieve emissions goals and the path with the least harm 
to the country is appropriate rather than eliminating industries currently supporting regional New 
Zealand. 
 
The report says that “given technological change is uncertain, this suggests that early action provides 
future options” and that “resilient strategies take uncertainty into account by preserving rather than 
closing off future options”.  The need to keep future options open hardly seems consistent with 
assumptions elsewhere in the report of closing existing industry in the short to medium term. 
 

Opportunities for emerging technologies in lower carbon fuels 
 
Scenario modelling by the BusinessNZ Energy Council suggests emissions from road transport could 
reduce by at least 60% by 2050 if uptake of low emissions technologies such as electric vehicles occurs, 
fuel efficiency standards and other measures are introduced and fuel retail prices rise. Longer term, 
the uptake of electric vehicles will have a further significant impact on transport emissions. 
 
In the meantime, alternative low emission fuels, such as methanol and biofuels, could be increasingly 
used in heavy transport and in shipping as a transition especially where electric vehicle adoption is not 
expected to be as fast.  To do this, we encourage policy decisions to drive the uptake of renewable 
and low carbon fuels and to ensure the equitable treatment of all fuels in the ETS scheme.  New 
Zealand is lagging its international peers in transport emission policies who have reduced emissions 
through: 

• A higher allowable percentage of methanol in blended vehicle fuel (currently 3% but potential 
to go higher, especially in fleets); and 

• adopting international shipping regulations to reduce a range of emissions including sulphur 
oxides, nitrogen oxides and particulate matter. 

While the range of initiatives and targets that have been implemented to facilitate the uptake of 
electric vehicles is to be commended, subject to adding sufficient capacity to the electricity network, 
we argue more could be done in this area to drive the uptake of alternative low emissions fuels as part 
of a broad suite of initiatives beyond light vehicles.  
 

Closing Remarks 
 
Overall, while acknowledging the important challenge ahead of us to achieve a lower-emissions 
economy, it is imperative that we don’t decarbonise the domestic economy at a rate that will drive 
many businesses offshore with a significant adverse impact on the New Zealand economy, global 
emissions and New Zealanders standards of living.  
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We cannot ignore the role of gas in our business and would question the assumption that there is 
limited place for it in New Zealand’s economy.  It is well documented, and an approach adopted 
amongst our international peers, that gas is the preferred choice transition fuel.  The recent 
government decision to end offshore permits is out of step with the rest of the world and will have 
the unintended consequence of putting gas supply at risk.  Gas based fuels, like methanol, can reduce 
emissions by using gas to displace coal in electricity generation and industrial boilers and in transport 
through fuel blending and marine fuels. 
 
Methanex needs to continually invest in capital projects to sustain its business in New Zealand.  This 
regular work supports the long-term viability of the engineering sector in the Taranaki region and 
elsewhere in New Zealand.  We do not believe the two objectives of climate change ambition and 
sustaining economic growth to be mutually exclusive, but if the Government does not balance the 
needs of both objectives it will force the premature exit of affected businesses before the economy 
has been allowed sufficient time to develop and establish successful low carbon industries.  As the 
report says, “many households are likely to be negatively affected by changing economic 
circumstances (for example, because the returns on investments in emission-intensive industries are 
likely to fall)”.  Existing gas based industries can help reduce emissions and reduce this “negative 
effect”.  
 
Overall, we think it important the Productivity Commission keeps pragmatism at the forefront of its 
deliberations when undertaking its analysis.  Also needed is a weighing up of the prospects of imposing 
potentially excessive carbon costs on New Zealand.  New Zealand is a small open economy, dependent 
on inward foreign investment, without energy security from neighbouring countries.  It risks 
disinvestment occurring if emissions intensive industries move offshore and are not adequately 
replaced by sufficient investment in low emissions industries. 
 
Thank you for considering our submission. We welcome the opportunity to have a face-to-face 
discussion about these matters and contribute to the long-term vision for a low-emissions economy. 
With that in mind, we extend an invite to the Productivity Commission to visit our site at Motunui at 
a time convenient.  At that time, we would like to give you a full briefing on all the work we have 
underway on alternative fuel pathways.  
 

 
Kind regards 

 
 
DEAN RICHARDSON 
MANAGING DIRECTOR 
METHANEX NEW ZEALAND LTD 
 
Direct dial: +64 9 356 9293 
Email: drichardson@methanex.com 
 
Attachments:  
Appendix 1 - Background on Methanex New Zealand and methanol 
Appendix 2 - Comments on various issues raised in the draft report 
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Appendix 1 - Background on Methanex New Zealand and methanol 
 
Methanex is New Zealand’s only methanol producer, exporting up to 2.4 million tonnes per year from 

two sites in Taranaki. We are part of Methanex Corporation, the world’s largest producer and 

marketer of methanol. Our operations are a significant contributor to the Taranaki economy. We 

directly employ 270 people with on average 100 contractors working at our sites. According to a recent 

economic impact report, we add an estimated $640 million to Taranaki’s GDP and $834 million to New 

Zealand’s GDP each year (based on 2017 figures). 

 

Methanol is a vital chemical ingredient used to produce hundreds of everyday items, from furniture 

and building materials to cell phone screens and pharmaceuticals. Methanol demand is growing at 

about 4-5% a year, there is no readily available replacements for it, and it will continue to be used for 

a range of necessary products in a low-emissions economy. Meanwhile the increasing use of methanol 

as a cleaner burning fuel overseas, often by blending with petrol or replacing coal, provides reductions 

in urban air emissions and CO2 compared with alternatives. There is also a developing market for 

methanol use in shipping, replacing heavier marine fuels as international shipping regulations driving 

low-sulphur emissions come into force. 

 

Furthermore, while methanol is only produced in New Zealand from natural gas, internationally there 

are pathways being developed to renewable production, albeit not at a commercial scale yet. Unlike 

petrol and diesel, it can be from geothermal and industrial waste gas feedstocks. It is also used in the 

making of bio-diesel. 
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Appendix 2 - Comments on various issues raised in the draft report 
 

Chapter Three – Mitigation Pathways 
 

F3.1 
 

The modelling depicts, in a stylised manner, three possible ways that low-emissions technologies could 
develop. First, they could fail to develop or develop only slowly. Second, they could develop faster in ways 
that disrupt existing industries. Third, they could also develop faster but lower the emissions intensity of 
existing industries. The differences between these scenarios are profound and fundamental to New 
Zealand’s future as it seeks to transition to a low-emissions economy.  

 
In its description of mitigation pathways, the Commission cautions the government that acting and 

moving too quickly could lead to activities moving offshore and even increasing global emissions. 

Methanex agrees with this sentiment as carbon leakage resulting from industry in New Zealand 

moving offshore would in some cases cause global emissions to increase. Methanol production in New 

Zealand is a case in point. 

 

Emissions from methanol production in New Zealand are half of those produced by Chinese coal-based 

production. Global methanol demand is growing and China is the marginal producer who would 

increase its methanol production; if production in New Zealand was displaced. The current Chinese 

“cap and trade” emission reduction approach will not impact this as it only relates to the electricity 

sector.  Furthermore, new gas based methanol plants are still being developed around the world, 

including by Methanex in North America. 

 

We expect that given the generally high level of cost efficiency of New Zealand industry, and high 

levels of renewable electricity, other industries in New Zealand offer similarly high emission 

efficiencies compared with rival producers in other countries which supports retention of those 

industries in this country. 

 

To that end, an emissions free economy doesn’t mean a carbon free economy. There needs to be 

some acknowledgement that New Zealand’s demand for carbon based products will continue 

(whether directly or indirectly) through our clothes, cell phones, medication, paint, batteries, solar 

panels or wind turbines. The key question is how can we substitute these products with lower emission 

alternatives or how can we utilise technology to reduce emissions from the production process. 

 

While New Zealand’s energy demand profile may change as we look to renewables, there is little doubt 

that the global demand profile for carbon based products will remain. 

 
F3.6 
 

All the modelled pathways show that the reductions in net GHG emissions come mainly from the forestry, 
agriculture and transport sectors. New Zealand’s decarbonisation strategy should therefore focus on these 
opportunities. The dependence on forestry sequestration is particularly strong in the case of the target of 
net-zero GHG emissions by 2050. 

 
Context is required with the above statement to indicate the economic and social cost of the modelled 

pathways – not just an emission reduction focus to ensure the consequences of this decision are fully 

understood. For example, the Zero Carbon Bill Discussion Document indicates over 14% per annum 

(compounding) reduction in GDP growth.  
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Chapter Four – Emissions Pricing 
 

F4.3 
 

Both an ETS and an emissions tax can be designed to protect emissions-intensive, trade-exposed (EITE) firms 
from emissions leakage by allocating free emissions units or a level of tax exemption to the firms. New 
Zealand’s method of allocating units incentivises firms to reduce their emissions intensity but not reduce 
emissions through reducing output. Free allocation costs the government revenue. The case is strong to 
withdraw the free allocation of units to EITE firms over time as competing firms in other countries also face 
emissions pricing. 

 
 

R4.1 
 

The Government should reform the NZ Emissions Trading Scheme rather than replace it with a carbon tax. 
The reforms should provide a good balance between control over unit supply and protection against 
excessive volatility in the price of emission units. The reforms should also provide the institutional and 
regulatory underpinnings for a credible and efficient market in emission units, as well as transparency and 
forward guidance to incentivize long-term investments in lower emissions.  

 
We support the recommendation to reform the NZ Emissions Trading Scheme rather than replace it 

with a carbon tax. However, relying on emissions pricing alone is not the answer as stated in Finding 

(5.4) as it risks higher prices than needed and the imposition of unnecessary economic and social costs. 

  

We recognise emissions prices will need to rise to help reduce emissions, although the rise by 2050 to 

between $157/tonne to $250/tonne of CO2 will be a moot point for Methanex as it will make its New 

Zealand operation uncompetitive unless it is matched by our international competitors not all of which 

have the same emission ambitions as New Zealand. 

 

Allocations for trade-exposed companies should continue until competing firms in other countries are 

also subject to emissions pricing as stated in Finding 4.3. This is crucial to maintain our international 

competitiveness. It makes no sense for our more efficient operations in New Zealand to cease and be 

displaced by coal-produced methanol in China, thereby contributing to increasing emissions 

worldwide. 

  

It is argued that most countries have signed up to the Paris accord (the United States has not) and 

therefore all will be implementing, or increasing, an emission tax hence carbon leakage, as described 

above, will not occur.  This is not necessarily the case in practice as the Paris accord has a wide 

compliance timeframe for emission reduction of “in the second half of the century” and hence 

competing countries such as Qatar, Iran, China may not move at the same pace as indicated by New 

Zealand putting New Zealand businesses at risk. 

 

Reducing free allocations before international competitors would be a double-whammy for 

companies such as Methanex who are already facing increased uncertainty and review of long-term 

business plans in the face of government action to end offshore oil and gas exploration. 

 

We don’t agree in Finding F4.3 that ‘free allocation costs the Government revenue’ as this was never 

the intention of the ETS.  The economic benefits, for example through employment, taxes, royalties 

etc., of ensuring trade-exposed companies remain competitive far outweigh the costs the 

Government would receive from the free allocations. 
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F4.7 
 

An ETS is a better emissions-pricing mechanism to incentivise forestry than a carbon tax. Unless 
supplemented by a sequestration subsidy, a carbon tax cannot incentivise carbon sequestration. The two 
would have to work in harmony to mimic the acquisition and relinquishing of units under an ETS, but with 
no ability for forest owners to bank units as a hedge against future price uncertainty. 

 
We concur that a sequestration incentive would be helpful to complement the ETS to encourage 

further investment in emission reduction technologies. 

 
F4.11 
 

The NZ ETS has been ineffectual to date in achieving domestic GHG reductions. The key reasons have been 
low emissions prices, mainly driven by openness to low international prices, sector exemptions, and policy 
uncertainty leading to business and investor uncertainties about future rules and prices. 

 
We question the statement that “the NZ ETS has been ineffectual to date” based on the 12 April 2018 

announcement by the Minister for Climate Change that “Between 2015 and 2016, gross emissions 

decreased by 2.4 per cent mainly from a decrease in the use of thermal fuels (coal and gas) and a 

decline in the number of sheep”.  It is also widely expected that New Zealand will meet its 2020 

emissions target.  The current scheme appears to be working. 

 
 

Chapter 5 - Innovation 
 

F5.7 
 

The risks of harmful climate change are very serious. Yet the application of research and knowledge offers 
the prospect of substantially cutting GHG emissions. A convincing case therefore exists for government 
resources to target low-emission innovation as an exceptionally important part of a country’s funding for 
science and innovation.  

 
F5.10 
 

Current government investment in science and innovation to support a low-emissions transition lacks a 
clear strategic focus and priority commensurate with the imperative to succeed in achieving the objective, 
and to taking bold action. Current investments are inadequate in size and scope. 
 
Strong support for innovation as part of an overall low-emissions strategy would be likely to: 

• Make more emissions reductions possible at lower cost; 

• Lower the emissions price necessary for achieving target emission reductions; 

• Create economic opportunities in the form of attractive business investments, highly skilled jobs 
and the potential for profitable export opportunities; and 

• Enhance New Zealand’s reputation internationally through developing innovative, low-emissions 
technologies that help the world as well as New Zealand reduce GHG emissions.  

 
R5.2 
 

New Zealand should establish the transition to a low-emissions economy as a high priority within its national 
innovation system recognizing the importance of that goal and that it will require extensive economic 
transformation and restructuring. The Government should provide major public backing and funding 
support for innovation so that it can play a central role in the transition, alongside effective emissions 
pricing.  

 
We agree that Research & Development funding schemes should encourage the reduction of 

emissions for industry. Other global Methanex plants inject captured CO2 from neighbouring 

industrial facilities to produce additional methanol while reducing emission intensity. At our New 

Zealand operations, we are investigating the recovery of CO2 from operations to be reused in the 

methanol making process thereby creating a more efficient operation. Capital intensive projects such 

as these are a large commitment and supportive, long-term policies would assist industry initiatives 

and potentially show New Zealand as a leader in this area. 
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In this regard, the EU Renewable Energy Directive is a model that could be considered for New 

Zealand.  The Government’s recent ban on new oil and gas exploration permits does not encourage 

innovation in the industry due to increased economic uncertainty. 

  

We also consider there to be significant opportunities to reduce emissions in the transport sector. We 

recognise that New Zealand is a technology taker in most cases but the Government can usefully 

leverage off international developments by supporting and enabling the use of alternative fuels. 

Methanex has been vocal in its support for more open fuel standards and considers methanol to be 

an excellent fuel option. We have already seen strong development of methanol as a marine shipping 

fuel. Waterfront Shipping (a subsidiary of Methanex Corporation) recently won an international 

shipping award from Lloyds register for its investment in sustainable marine technology using 

methanol as a marine fuel. This award recognises improvements in fuel efficiency and environmental 

performance, including efforts to bring forward low emission sustainable fuel technology to the 

market.  The use of methanol as a marine fuel could easily be adopted in New Zealand reducing 

reliance on imported fuel and reducing emissions in line with stringent international emission 

regulations which have not been adopted by New Zealand. 

 

Gas-produced methanol can provide a strong pathway for New Zealand, and others globally, to 

achieve a lower emissions economy. If we can utilise a known fuel and energy source, such as a gas 

and its derivatives, it will contribute to a smoother and more cost-effective transition.  

 
 

Chapter 7 – Laws and Institutions  
 

F7.3 New Zealand’s current emission reduction response is not “fit-for-purpose” for transitioning to a low-emissions 

economy. A number of deficiencies exist, such as:  

• a lack of stability and predictability in climate change policy, reflecting the absence of political 
consensus about New Zealand’s transition to a low-emissions economy;  

• lack of a clear plan for reducing domestic emissions and meeting existing emission reduction targets;  

• inadequate central government leadership to drive the low-emissions transition; and  

• poor policy coherence for supporting a low-emissions transition. New Zealand’s emissions are not yet 
declining; nor are current policy settings likely to lead to adequate emission reductions in the future, 
let alone do so in a way that achieves the greatest net benefit to New Zealand. 

 
F7.7 Emissions budgets help to translate long-term targets into clear and specific short-term actions. They provide 

visible “stepping stones” to achieving a long-term target and help reinforce steady action on, and accountability 

for, achieving a long-term target. By setting limits on the “stock” of GHG emissions, emissions budgets can also 

helpfully restrict the total quantity of GHGs released to the atmosphere on the path to a long-term target. 

 
The above stepping stones cannot operate in isolation.  Climate change policy needs to match 

international competitiveness, social welfare, economic prosperity policies to deliver a world that is 

acceptable to New Zealanders.  We need a comprehensive plan, supported by detailed research, 

analytic rigour and thorough cost benefit analysis, which allows New Zealand to optimise all policy 

objectives including global emission reduction. 
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Chapter 10 – Land Use 
 

R10.4 
 

To address potential effects on emissions leakage and international competitiveness resulting from 
including agriculture in the NZ ETS, the Government should provide free allocation of NZUs to cover a large 
majority of agricultural emissions, based on their historic level. The Government should withdraw these 
allocations over time as the stringency of agricultural emissions policies increases overseas and the 
availability of mitigation options increases; and to be consistent with New Zealand transitioning to a low-
emissions economy by 2050. 

 
We support the statement of the potential effect of emissions leakage, international competitiveness 

and free allocations for agriculture but we struggle to understand the inconsistency in the report 

where the reverse of this is argued in Section 4 i.e. free allocations are not effective.  We believe free 

allocations are necessary for agriculture and EITEs. 

 
 

Chapter 11 – Transport 
 

Q11.1  

 

How could New Zealand signal a commitment to a widespread transition away from fossil fuel vehicles? For 

example, should New Zealand explicitly aim to phase out the importing of fossil-fuel vehicles by some future 

date? 

 
Q11.2 Should a price free bate scheme cover vehicles within the heavy vehicle fleet? What other policies are 

appropriate for incentivizing the uptake of low-emission heavy vehicles? 

 
F11.5 A rapid uptake of light EV’s will likely be a critical part of achieving a low-emissions economy. To electrify the 

bulk of light vehicle fleet by 2050, nearly all new registered vehicles would need to be electric by the early 

2030s.   

 
F11.6 

 

The most significant barriers inhibiting the uptake of EVs in New Zealand are: 

• the upfront cost premium compared to petrol and diesel vehicles; 

• limited travel range, and associated range anxiety; 

• the lack of public awareness and understanding of EVs; and 

• the lack of cost reflective pricing of electricity.  

 
Like the commission, Methanex recognises that the move to a lower emissions economy will be staged 

and progressive. There will be a requirement to implement immediate policy and there will be a place 

for longer term plans.  

 

Methanex believes it can make a positive impact in both arenas utilising methanol as a transition fuel. 

Fuel blending utilising methanol produced in New Zealand from natural gas serves to reduce 

emissions, reduce reliance on imported fuel and maximise the current fuel infrastructure. The 

Government needs to further support these types of initiatives if they are to become commercial 

reality. 
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The bulk of New Zealand’s petroleum fuels are imported whereas Methanex has world-scale methanol 

production capacity in New Zealand using domestic natural gas as feedstock. Encouraging methanol 

to be used as fuel will reduce dependence on imported petroleum, reduce international shipping 

emissions and provide greater flexibility to respond to changing market conditions. 

 

The use of methanol also provides an eventual pathway to renewable liquid transport fuel with 

methanol production now being demonstrated from renewable and recyclable sources. Methanex is 

examining carbon capture technology which would further reduce its emission profile. 

 
 

Chapter 13 - Heat and Industrial Processes 
 

F13.6 Barring technological breakthroughs, opportunities to significantly reduce emissions from iron, steel and 

aluminum production remain limited.  

 
R13.3 New legislation should be prepared to regulate carbon capture and storage activities (CCS) 

 
R13.4 Once new CCS legislation is in place, the New Zealand Emissions Trading Scheme should be amended to 

make CCS a recognized removal activity, no matter the source of emissions being captured and stored.  

 
We support some of the findings related to heat and industrial processes in Chapter 13 and recognise 

that currently high-temperature process heat has limited viable mitigation pathways. However, 

instead of initiating a conversation regarding on-going long-term support including new technologies 

available to capture emissions for such industries, the Commission suggests the natural consequence 

will be for aluminium and steel production to end in New Zealand; with no productivity implications 

discussed. 

 

Considering the decisions currently facing the Government, the Commission and New Zealand 

industries, is this not the right time to explore whether we can continue to sustain these industries 

with less environmental impact e.g. through carbon capture and storage? We need to fully understand 

the science, economic and social impact behind any decision making before removing the economic 

benefits from our country. 

 

As an example of where this is happening globally, Methanex is involved in growing international 

demand for methanol to power projects e.g. methanol fuelled industrial boilers, as governments and 

stakeholders around the world look to reduce their dependency on conventional fuels, lower fuel 

costs, improve air quality and reduce greenhouse gas emissions. Methanol has emerged as an 

economically viable and accessible fuel alternative. 
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The benefits of methanol for power generation include: 

• It’s economical, with low infrastructure and conversion costs  

• It’s a flexible low risk alternative 

• It’s available around the world 

• It’s a low-emission fuel that can help meet environmental regulation 

• Methanol is a safe, biodegradable fuel 

• It can be made from a variety of sources including renewables 

 
 

Chapter 14 – Waste 
 

F14.3 There are a large number of solid waste sites that, while known and consented, are technically considered 

to be “unmanaged”. Reducing emissions from these sites is vital because current data estimates that they 

comprise nearly two-thirds of all waste emissions. The most effective solution to achieving emissions 

reductions at these sites is to apply an effective waste disposal levy. The Ministry for the Environment is 

planning to extend the levy to all 381 known, consented facilities not currently subject to the levy. 

 
We support the report’s discussion on waste to energy solutions.  The Commission may be interested 

in considering Enerkem’s (www.enerkem.com) waste-to-biofuels solutions which reduces oil 

dependence and waste volumes.  Enerkem uses non-recyclable municipal solid waste (i.e. garbage) 

instead of petroleum to produce the lowest-cost liquid transportation fuels and chemicals relative to 

alternative production methods. 

 

Each Enerkem waste-to-biofuels and chemicals facility, such as the Enerkem Alberta Biofuels facility 

in Edmonton, Canada, create high quality “green” jobs and brings value to communities and waste-

generating industries, while helping solve some of today’s most pressing environmental issues. 

 

Enerkem facilities help diversify the energy mix and make greener everyday products while offering a 

sustainable and economical alternative to landfilling, incineration and traditional fuels and chemicals. 

 

This type of emission reducing venture requires appropriate government policy support to develop 

beyond R&D incentives. 

 

i 1 http://www.pepanz.com/assets/Uploads/OIl-and-Gas-Fact-Sheet-April-2018.pdf 

                                                           


