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Abstract: Decarbonizing road freight transport is difficult due to its reliance on fossil fuel internal
combustion engine vehicles (ICEVs). The role of powertrain electrification in achieving deep
decarbonization in road freight transport was studied using a vehicle stock turnover model, focusing
on Japan. Twelve vehicle types were considered; combining four powertrains, ICEV, hybrid electric
vehicle (HEV), battery electric vehicle (BEV) and fuel cell electric vehicle (FCEV); and three vehicle size
classes, normal, compact and mini-sized vehicles. A scenario-based approach was used; considering
a Base scenario, and three alternative scenarios targeting powertrain electrification. Between 2012
and 2050, tank to wheel CO, emissions decrease 42.8% in the Base scenario, due to the reduction of
vehicle stock, the improvement of vehicle fuel consumption and the adoption of HEVs. Diffusion of
FCEVs in normal vehicles and BEVs in compact and mini-sized vehicles achieves the largest tank to
wheel CO, emissions reductions, up to 44.6% compared with the 2050 baseline value. The net cash
flow is positive over the whole time horizon, peaking at 6.7 billion USD/year in 2049 and reaching
6.6 billion USD/year by 2050. Powertrain electrification is not enough to achieve any of the CO,
emissions reduction targets in road freight transport.

Keywords: road freight transport; vehicle stock turnover model; deep decarbonization; road freight
vehicle; electric-drive vehicle

1. Introduction

1.1. Motivation of the Research

Road freight transport accounts for a significant share of global energy consumption in the
transport sector. Almost 45% of global transport energy consumption corresponds to freight transport,
with heavy-duty vehicles (HDVs) using more than half of that energy [1]. Furthermore, road freight
transport depends heavily on fossil fuels; with medium freight trucks and heavy freight trucks
accounting for 24% of global oil-based fuel consumption [2]. Diesel is the main fuel used in road freight
transport, accounting for 84% of all oil products used; and corresponding to half of the global diesel
demand [3].

Road freight vehicles are difficult to characterize due to the variety of vocational uses that requires
a large number of sizes and configurations. However, it is considered that goods delivery from
production sites to factories, industries and/or final retailers is one of the essential roles of road freight
vehicles [3]. Road freight vehicles consist of light-duty vehicles (LDVs), medium-duty vehicles (MDVs)
and HDVs; including but not limited to trucks. One additional difficulty for road freight vehicle
characterization is that criteria for vehicle size classification vary depending on the country or region.
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Despite the small share in road vehicles, MDVs and HDVs contribute disproportionally to mobile
greenhouse gas (GHG) and air pollutant emissions and fossil fuel use, due to high vehicle fuel
consumption, large annual traveled distances and long idling times [4]. In the European Union, HDVs
account for 30% of on-road CO, emissions, despite representing only 4% of the road vehicle stock [5].
Similarly in the United States, MDVs and HDVs account for 26% of transport CO, emissions [6].
Additionally, road freight vehicles produce half of particulate matter (PM) emissions and one third
of NOy emissions of the transport sector in cities [7]. In the United States, MDVs and HDVs are
responsible for 22%, 28% and 24% of transport sector PM; 5, NOx and CO emissions, respectively [4].
PM and NOy are associated with adverse health effects in human beings [8]; while exposure to low
CO concentrations causes health problems such as headaches and lightheadness [9]. Furthermore,
diesel exhaust gas is classified as carcinogenic to humans (Group 1) by the World Health Organization
(WHO) [10].

Decarbonization in road freight transport will be difficult to realize [11]. Global road freight
activity is expected to grow in the future, driven by economic development. For instance, heavy-duty
truck use is expected to increase 2.7%j/year between 2000 and 2030 [12]. Increased road freight activity
and high dependence on fossil fuels will cause GHG emissions from road freight transport to keep
growing in the future; requiring coordinated efforts by shippers, logistics service providers and
policymakers to mitigate their growth [2].

Potential for energy consumption and CO; emissions reduction through the improvement of
internal combustion engine efficiency and aerodynamics is significant and can be cost-effective [13].
However, in the long-term, advanced biofuels and electric-drive vehicles (EDVs) will be the main
option to achieve deep decarbonization in road freight vehicles [14]. Additionally, since the time scales
involved in road freight vehicle stock turnover are long, it is necessary to consider the dynamics of
technology diffusion in the vehicle fleet when assessing the role of powertrain electrification in the
decarbonization of road freight transport.

Compared with passenger LDVs, deployment of EDVs in road freight vehicles is still at an early
stage. While the global EDV stock in LDVs exceeded 5.1 million vehicles in 2018, EDV stock in the fleet
of light commercial vehicles reached 250000 vehicles; and medium-sized trucks sales were in the range
of 1000 to 2000 vehicles [15]. Considering that global road freight vehicle stock totaled approximately
186 million vehicles in 2015 [3], penetration of EDVs in road freight transport is almost negligible.

Nevertheless, EDV deployment in road freight vehicles is gaining momentum, with McKinsey
projecting that EDVs can account for 15% of global truck sales by 2030 [16]. Currently, several Original
Equipment Manufacturers (OEMs) are investing in the development of EDVs for road freight transport.
BYD introduced a battery electric class 8 truck and a battery electric refuse truck in 2017 [17]. Isuzu
presented the battery electric ELF EV truck at the 2017 Tokyo Motor Show [18]. Tesla announced plans
to manufacture battery electric semi-trucks by 2019, with UPS pre-ordering 125 vehicles [19]. Renault
plans to start selling battery electric 12-16 ton trucks to complement the line-up of battery electric 4.5
ton trucks in the market since 2010 [20]. Mitsubishi Fuso started mass production of the battery electric
eCanter in 2019 [21].

Regarding FCEVs, a Swiss consortium with participation of ESORO announced the development
of a 34 ton fuel cell truck [22]. Toyota is working on a fuel cell system for heady-duty trucks to be
used at the port of Los Angeles, United States [23]. Ballard and Kenworth have been testing a class 8
drayage fuel cell truck in the United States [24]. Nikola Motors plans to start selling Class 8 fuel cell
trucks by 2021 [25].

Compared with passenger LDVs, EDV adoption in road freight transport has several advantages,
especially at the early stages of deployment. Under some operating conditions, high annual traveled
distances for long-haul vehicles enable fast recovery of the incremental capital costs through lower
fuel costs [26]. In the case of BEVs, road freight vehicles follow fixed driving routines based on their
delivery routes, making range anxiety concerns less critical [27]. Furthermore, operation according to
a predetermined mobility demand makes the requirement for public charging modest [28]. In the case
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of FCEVs, known daily traveled distance and central refueling station use make fleet-based operation
attractive [4].

Nevertheless, EDV deployment in road freight transport also face barriers, such as diversity
in terms of vehicle sizes and vocational uses [4], larger weight and longer traveled distances [12],
and larger emphasis on economic profitability and reluctance to take risks regarding new automotive
technologies [29]. Even though several studies have demonstrated that under some operating conditions
EDVs are cost-effective [30-32], road freight vehicle fleet owners often focus on short payback times
rather than cost-effectiveness over the vehicle life cycle, which can affect EDV adoption. For example,
in the United States, the average payback time for large heavy-duty truck fleets is 24 months [33]; while
payback times as short as 6 months are reported for small heavy-duty truck fleets [34].

1.2. Review of the Existing Literature

There is a growing interest in research about EDV applications for road freight transport; with
most of the research assessing the performance of EDVs compared with internal combustion engine
vehicles (ICEVs) from energy consumption, CO, emissions and/or cost perspectives.

On a single-vehicle basis, Zhao et al. [35] estimated energy consumption, CO, emissions and cost
performance for a HEV, a BEV and a FCEV and compared them with a diesel-fueled ICEV for Class 8
trucks in the United States. Lee et al. [36] estimated energy consumption, GHG emissions and total
cost of ownership (TCO) for ICEV and BEV urban delivery trucks. Lajunen [37] evaluated energy
consumption for HEVs and compared them with ICEVs for HDVs in Finland. Gao et al. [38] assessed
several energy consumption reduction technology measures for ICEVs and HEVs for Class 8 trucks in
the United States. Lebeau et al. [39] assessed the cost-effectiveness of BEVs for freight transport in
Brussels, Belgium, focusing on light commercial vehicles and quadricycles. Zhao et al. [40] assessed
energy consumption and GHG emissions for ICEVs, HEVs and BEVs for Class 3-5 delivery trucks in
the United States. Kast et al. [4,6] assessed the performance of FCEVs in the MDV and HDV segments
in the United States. Sen et al. [31] estimated life cycle GHG and air pollutant emissions, costs and
externalities for ICEVs, HEVs and BEVs for Class 8 trucks in the United States. Lee and Thomas [31]
evaluated energy consumption, water use, GHG and air pollutant emissions for ICEVs, HEVs and
BEVs in medium-duty trucks in the United States. Zhao and Tatari [41] evaluated energy consumption
and GHG emissions for ICEVs, HEVs and plug-in hybrid electric vehicles (PHEVs) for refuse trucks in
the United States. Zhou et al. [42] assessed life cycle GHG emissions and TCO for ICEVs and BEVs for
Class 6 trucks in Toronto, Canada.

Other studies assessed the role of EDVs in road freight transport on a fleet basis without considering
vehicle stock turnover. Davis and Figliozzi [43] assessed the economic competitiveness of ICEVs
and BEVs for MDVs in the United States. Wikstrom et al. [28] evaluated BEVs and PHEVs for road
freight transport in Sweden from technological and social perspectives. Zhao et al. [27] estimated the
optimum penetration of HEVs and BEVs in a commercial delivery fleet of MDVs in the United States.
Christensen et al. [44] studied the suitability of BEV introduction for road freight transport in LDVs
and HDVs in Germany and Denmark. Though valuable, these studies did not capture the dynamics of
technology diffusion in the road freight vehicle fleet.

Regarding studies on a fleet basis that considered vehicle stock turnover, Li et al. [45] estimated the
most cost-effective pathways to reduce oil consumption in road freight transport in China, considering
ICEVs and HEVs; without considering BEVs and FCEVs. Askin et al. [26] analyzed the factors
that can influence deployment of advanced technologies in HDVs in the United States, considering
natural gas-fueled ICEVs and diesel-fueled HEVs; without considering BEVs and FCEVs. Oshiro and
Masui [46] studied the impact of EDV diffusion in road transport in Japan, focusing on HEVs and
FCEVs as powertrain options for HDVs; without considering fuel consumption evolution in time
and cost. Fridstrem [47] evaluated the role of EDVs in GHG emissions reduction in road transport
in Norway, including freight transport; without considering the impact on cost. Talebian et al. [47]
studied the potential of BEVs and FCEVs to reduce GHG emissions in road freight transport in British
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Columbia, Canada; without considering the impact on cost. Mullholland et al. [48] assessed the CO,
emissions reduction potential of HEVs and BEVs in global road freight transport; without considering
FCEVs and the impact on cost.

The main characteristics of the most relevant studies regarding powertrain electrification in road
freight transport are summarized in Table 1. No research was found in the reviewed literature that
assesses the potential of powertrain electrification to reduce CO, emissions in road freight transport
and the associated cost, considering the dynamics of technology diffusion.

Table 1. Main characteristics of previous studies regarding powertrain electrification in road freight
transport on a fleet basis.

EDV Effects Assessed
Author Year Stock Turnover
HEV BEV FCEV CO; Emissions Cost
Davis 2013 v v
Wikstrom 2015 v
Zhao 2016 v v v v
Christensen 2017 v
Askin 2015 v v v v
Li 2015 v v v v
Oshiro 2015 v v v v
Fridstrom 2017 v v v v v
Mulholland 2018 v v v v
Talebian 2018 v v v v
This study 2020 4 4 4 v 4 4

1.3. Contribution

The objective of this research is to estimate the potential of powertrain electrification to reduce
road freight transport fossil fuel consumption and CO, emissions, and the impact on cost. The road
freight vehicle fleet in Japan was chosen as the case study.

To the authors’ best knowledge, this is the first research that assesses the CO, emissions reduction
potential and the associated cost of powertrain electrification in road freight transport on a national
scale, considering the dynamics of technology diffusion. The CO, emissions reduction potential
estimated here corresponds to the upper boundary for CO, emissions reductions achievable through
EDV deployment in the road freight vehicle fleet. Results from this research can help policymakers
understand the maximum contribution of powertrain electrification to reduce CO, emissions from
road freight transport; and therefore, designing more effective policies for climate change mitigation
in the transport sector. Furthermore, results presented here also show the requirements in terms
of cost and supply of electricity and hydrogen needed to achieve powertrain electrification in road
freight transport.

1.4. Organization of the Article

The rest of the article is organized as follows: the mathematical formulation of the model and
the description of the scenarios are presented in Section 2; the results are presented and discussed in
Section 3; finally, the conclusions are presented in Section 4.

2. Methods

2.1. Formulation of the Vehicle Stock Turnover Model for the Road Freight Vehicle Fleet

This research focused on energy end-use in road freight vehicles. Other stages of the vehicle cycle
and the fuel cycle were not considered. Energy flows in the energy system are shown in Figure 1.
The energy system is made of four energy carriers, diesel, gasoline, electricity, and hydrogen; which
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are used in 12 vehicle types. The 12 vehicle types result from combining four powertrains, ICEV, HEV,
BEV, and FCEV; and three vehicle size classes, normal, compact and mini-sized vehicles.
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Figure 1. Energy system diagram.

The criteria from the Japan Ministry of Land Infrastructure, Transport and Tourism (MLIT) [49]
were used for road freight vehicle size classification. These criteria divide road freight vehicles in
normal, compact and mini-sized classes according to the external dimensions and engine displacement.
It should be noted that according to MLIT’s classification, all mini-sized vehicles are LDVs. However,
not all LDVs belong to the mini-sized vehicle size class; and there are LDVs that belong to the compact
vehicle size class. MDVs belong to the compact and normal vehicle size classes; while HDVs belong to
the normal vehicle size class. The Gross Vehicle Weight (GVW) ranges for road freight vehicles in Japan
were extracted by analyzing MLIT data [50]; with GVW for mini-sized vehicles varying between 0.9
and 1.5 ton; compact vehicles between 1.6 and 3.4 ton; and normal vehicles between 2.8 and 59.1 ton.

The Long-range Energy Alternatives Planning system (LEAP) software was used to model the
energy system [51]; based on previous work developed by the authors in [52,53]. The model developed
can be classified as a dynamic bottom-up accounting energy-economics model. The description of
the main components of the model is presented below. For more details, the reader can examine the
previous references.

For a given fleet of vehicles type ¢ and vintage v in a calendar year y, the vehicle fleet tank to
wheel (TTW) energy consumption is calculated by multiplying the vehicle stock N, the annual traveled
distance M and the vehicle fuel consumption R, as indicated in Equation (1):

E TTW,tyo = N, t,y,th,y,vRt,y,v (1)

The vehicle fleet TTW CO, emissions are calculated by multiplying the fleet energy consumption
ETTw 4,0 and the CO, emission factor EFrry s, of the fuel used by the vehicle type ¢ in the calendar
year y, as indicated in Equation (2):

Grw,tyo = ETtw ty0EFTTW 1y 2)

The vehicle fleet well to wheel (WTW) CO, emissions are obtained similar to Equation (2),
replacing the TTW CO, emission factor with the WTW CO, emission factor.
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The economic assessment was performed using the relative cost of ownership (RCO), defined
as the sum of the capital cost, the operating and maintenance (O&M) cost and the energy cost, as
indicated in Equation (3):

RCOt,y,v = St,v:yccap,t,v:yCRF + Nt,y,vCOM,t,y,v + ETTW,t,y,vCene,t,y 3)

where S is the new vehicle sales, ccqp is the vehicle capital cost, CRF is the capital recovery factor, cops is
the annual O&M cost, and c,y, is the energy price.

It should be noted that Equations (1) and (2) are built under the assumption that annual traveled
distance and vehicle fuel consumption are constant for all vehicles of a given type and vintage during a
calendar year. In that sense, differences in vehicle usage across users cannot be captured in the model.
Regarding the economic evaluation, it was assumed that costs other than capital cost, O&M cost and
energy cost are identical for ICEVs and EDVs [54]; and therefore, excluded in the estimation of the
RCO in Equation (3). Road vehicle fleet energy consumption, CO, emissions and RCO for a given
calendar year y are estimated by summing across all vehicle types and vintages existing in the road
freight vehicle fleet.

2.2. Road Freight Vehicles Characteristics

Due to the variety of vocational uses, there is a large number of road freight vehicle types. In
Japan, the MLIT reported fuel consumption data for 5272 road freight vehicle types [55], mainly ICEVs.
Considering this number of vehicle types in the vehicle stock turnover model is not practical. Therefore,
the structure of the road freight vehicle fleet was simplified, assuming there are only 12 vehicle types:
ICEVs, HEVs, BEVs, and FCEYV, available in three vehicle size classes, normal, compact and mini-sized
vehicles. Additionally, based on the analysis of the same data from MLIT, it was assumed that all
normal ICEVs use diesel; and all compact and mini-sized ICEVs use gasoline.

In order to calibrate the model against historical data, 2012 was selected as the base year. It was
assumed that all road freight vehicles in the Base year were ICEVs. Each vehicle size class was
represented only by one ICEV, with vehicle fuel consumption close to the average value reported in
data from MLIT [56]. Mini-sized ICEVs were modeled as a Subaru Sambar with a GVW of 1.2 ton;
compact ICEVs were modeled as a Toyota Hiace with a GVW of 3.1 ton; and normal ICEVs were
modeled as a Fuso Canter with a GVW of 7.9 ton. Vehicle data for road freight EDVs were constructed
extracting relationships between ICEVs and EDVs from the existing literature.

Fuel consumption and capital cost for the road freight vehicles in 2012 and 2050 are shown in
Figure 2. Fuel consumption data for ICEVs in all vehicle size classes in 2012 were estimated using
data reported by MLIT [56]. Using ICEV fuel consumption as a reference, 2012 fuel consumption for
EDVs in the normal size class was estimated assuming the ICEV and EDV fuel consumption ratios are
identical to values reported in [35] for HEVs, and in [57] for BEVs and FCEVs. Fuel consumption in
2012 for EDVs in the compact size class and the mini-sized BEV was estimated considering the ICEV
and EDV fuel consumption ratios are identical to the values reported for normal LDVs in [53]. Fuel
consumption in 2012 for the mini-sized HEV and FCEV was estimated assuming the fuel consumption
ratios for ICEV and HEV and for ICEV and FCEV are identical to the values reported for LDVs in [58].

The capital costs for the normal ICEV, HEV and BEV were obtained from [40]; while the capital
cost for the normal FCEV was estimated as the capital cost for the HEV minus the capital cost of the
internal combustion engine plus the capital cost of the fuel cell, using data from [59,60]. Capital costs
in 2012 for compact and mini-sized road freight vehicles were assumed equal to values for passenger
vehicles reported in [53]. Fuel consumption and capital cost evolution between 2012 and 2050 were
assumed identical to the trends reported in the previous reference.

In order to estimate the RCO, vehicle capital costs were annualized over the vehicle service lives
using a discount rate of 10%; corresponding to the average value of the range for typical discount
rates for trucks reported in [30]. The same reference was used for the O&M costs for the normal ICEV,
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HEV and BEV, estimated in 0.124, 0.099 and 0.087 USD/km, respectively. O&M costs for compact
and mini-sized vehicles were considered identical, 0.056 USD/km for ICEVs and HEVs, and 0.057
USD/km for BEVs and FCEVs [61,62]. O&M costs for all vehicle types were assumed to remain constant
throughout the time horizon.

5.0 140
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4.3 2050 vintage 120 2050 vintage
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& | 2 80
2 2
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2 z
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Figure 2. Main characteristics of the road freight vehicles: (a) fuel consumption; (b) capital cost.

Vehicle usage characteristics are presented in Figures 3 and 4. Annual traveled distance is reported
for public and private vehicles for each vehicle size class by MLIT [63]. The shares of public and
private vehicles in each vehicle size class were estimated using data from the Automobile Inspection &
Registration Association (AIRIA) [64]. These values were used to calculate the annual traveled distance
for each vehicle size class as the weighted sum of the annual traveled distances for public and private
vehicles. The median vehicle service life for each vehicle size class corresponds to the average value
reported by MOE [65]. Similar to Nishimura [66], survival profiles were estimated using the logistic

curve shown in Equation (4):
1
r=1-—— 4
a+ e_ﬁ(”_ao) ( )
where r is the vehicle survival rate, a is the vehicle age, ay is the vehicle median service life, « is a
model parameter set to 1, and f is a growth parameter. The growth parameter  was estimated equal to
0.180, 0.192 and 0.187 for normal, compact and mini-sized vehicles through model calibration against
historical data for the road freight vehicle stock.
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Figure 3. Vehicle service lives and annual traveled distances.
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Figure 4. Vehicle survival profiles.
2.3. Road Freight Transport in Japan and Scenarios for Deep Decarbonization

Japan was selected as the case study, considering public acceptance of EDVs in the passenger LDV
fleet; as well as being home to major OEMs. Historical data for road freight vehicle fleet stock, energy
consumption and CO, emissions for the years 2012 to 2016 were used to calibrate the model. Due to the
long time scales involved in vehicle stock turnover, the time horizon was set between 2012 and 2050.

In the year 2012, road freight vehicle stock totaled 14.8 million vehicles; with normal, compact and
mini-sized vehicles accounting for 15.3%, 24.8% and 60.0%, respectively [67]. The road freight vehicle
stock distribution by vintage was constructed using data from AIRIA [68]. Data correspond to normal
and compact vehicles. Due to data availability constraints, the same vehicle stock distribution was
assumed for mini-sized road freight vehicles. Since available data only cover 20 vintages, in contrast
with the 30 vintages considered in the model, the aggregated data for vintages 20 or older were
redistributed by extrapolating the tendency for vintages newer than 20 years, guarantying that the
sum of all vintages totaled 100%. The resulting vehicle stock distribution is shown in Figure 5.

8

7

Stock share [%]
~ w N

w

0 5 10 15 20 25 30
Vehicle age [year|

Figure 5. Vehicle stock distribution.

Annual sales for road freight vehicles in 2012 totaled 0.79 million vehicles; with normal, compact
and mini-sized vehicles accounting for 17.4%, 28.9% and 53.7%, respectively [67]. Deployment of EDVs
in road freight vehicles is still at an early stage, with 25 BEVs and 12204 HEVs in 2012 [69]. For matter
of simplicity, it was considered that 2012 road freight vehicle stock and new vehicle sales were made
only of ICEVs.

A scenario-based approach was used to assess the role of powertrain electrification in the
decarbonization of the road freight vehicle fleet. Four scenarios, the Base scenario and three alternative
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scenarios for powertrain electrification were considered. All scenarios were defined in terms of the
share of the powertrains in the 2050 new vehicle sales, as shown in Table 2.

Table 2. Dominant powertrain in the 2050 new vehicle sales in each scenario.

Powertrain

. Size Class
Scenario ICEV HEV BEV FCEV

Normal A
Base Compact A
Mini A
Normal
HBB Compact O
Mini O
Normal O
HFF Compact
Mini
Normal
FBB Compact O
Mini O

A Partial dominance; O total dominance.

oO>D> D>

ONON®)

The Base scenario represents the continuation of current trends, with HEVs and ICEVs dominating
2050 new vehicle sales, 38.3% and 55.1%; while BEVs and FCEVs do not achieve significant deployment,
each of them accounting for 3.3% of the new vehicle sales [46]. New vehicle sales are shown in Figure 6.
The growth trends for the new vehicle sales for each vehicle size class were adjusted using data from the
Japan Ministry of Environment (MOE) [65] for future sales forecast, and from the Japanese Automobile
Manufacturers Association (JAMA) [70] for historical sales. It was assumed that new vehicle sales do
not vary across scenarios.

——Normal
¢ Normal data fitting (JAMA, MOE)
~——Compact
¢ Compact data fitting (JAMA, MOF)
1.0 ~——Mini-sized

¢ Mini-sized data fitting (JAMA, MOF)
¢ Total data [iting (JAMA. MOE)

° il
0.8 ,WVN:“'\‘\‘

Vehicle sales [Million vehicles/year]

‘2
4
L 2K 2

0.0
2012 2017 2022 2027 2032 2037 2042 2047
Year

Figure 6. New vehicle sales.

The HBB, HFF and FBB scenarios correspond to alternative scenarios where powertrain
electrification is targeted by 2050. These alternative scenarios were built using a ‘silver bullet’
approach, where only one powertrain technology dominates each vehicle size class. Since normal
road freight vehicles are usually used to travel the longest distances, corresponding to trips between
cities often located in different prefectures, and are the heaviest, using BEV in this vehicle size class
would require large batteries to complete each trip without stopping, or more frequent stops for
battery charging; both of which increase the cost. Therefore, only HEVs or FCEVs were considered
as candidates for powertrain electrification in normal vehicles. In compact and mini-sized vehicles,
used typically for travels within cities that require shorter trips, powertrain electrification using BEVs
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and FCEVs was assessed. The HBB and HFF scenarios focus on mild decarbonization in normal
vehicles using HEVs and deep decarbonization in compact and mini-sized vehicles using BEVs or
FCEVs. The FBB scenario focuses on deep decarbonization across all vehicle size classes using FCEVs
in normal vehicles and BEVs in compact and mini-sized vehicles.

Market shares for EDVs in the alternative scenarios evolve as indicated in Figure 7.
These technology diffusion curves were estimated following the methods described in [71]. It was
assumed that 2020 is the initial year for HEV diffusion; while 2025 is the initial year for BEV and
FCEV diffusion. EDV diffusion was considered symmetrical, with a technology diffusion span of
30 years [72].

100

~0-HLV >
90 ~0-BLV and 'CLV

Market share [%)]

2012 2017 2022 2027 2032 2037 2042 2047
Year

Figure 7. Technology diffusion profiles.

In order to compare the merit of each scenario in the decarbonization of the road freight vehicle
fleet, a score analysis was performed. The performance of each scenario in 2050 was assessed in terms
of the road freight vehicle fleet TTW energy consumption, WTW CO; emissions and RCO. The scores
were estimated following the methods developed in [73] using Equation (5):

Maximum — Data )
Score = selected scenario 100

©)

Maximum — minimum
2.4. Main Assumptions and Limitations

Alternative scenarios for powertrain electrification were built considering that each vehicle size
class is dominated only by one powertrain. Even though this assumption is not realistic, it allows
to estimate the maximum ‘technologically realizable’” CO, emissions reduction potential of each
powertrain electrification strategy. In that sense, CO, emissions reduction potential estimated here
corresponds to the largest possible CO, emissions reductions of each strategy considering the dynamics
of technology diffusion. Since there are several barriers that prevent the deployment of EDVs in
road freight vehicles, the actual CO, emissions reductions that can be achieved through powertrain
electrification are smaller. Furthermore, since EDV diffusion is considered independently from vehicle
RCO, road freight vehicle fleet energy consumption and CO, emissions are not affected by changes in
the RCO. This is a limitation of the study, as vehicle RCO affects consumer choices of vehicle type and
therefore vehicle fleet energy consumption and CO, emissions.

The composition of the Japanese road freight vehicle was simplified, assuming that each vehicle
size class-powertrain combination is represented by only one vehicle type. Therefore, the model cannot
capture the diversity of vehicle types existing in the real road freight vehicle fleet.

It was assumed that annual traveled distance and vehicle service life are identical for all vehicle
types within each vehicle size class. Daily travel patterns were not considered and only the average
annual traveled distance was used to characterize road freight transport activity. Vehicle service life
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and annual traveled distance were assumed to remain identical during the whole time horizon. Based
on the model calibration for road freight vehicle fleet energy consumption and CO; emissions, it was
assumed that fuel consumption deteriorates as vehicles become older at a rate of 0.3%/year

As fuel production is outside of the scope of this research, fuel prices and CO, emission factors
were considered exogenous to the vehicle stock turnover model. TTW and WTW CO, emission factors
for gasoline and diesel in 2012 were obtained from [74,75]. These values were assumed to remain
constant over the time horizon, considering that TTW CO, emissions are determined by the carbon
content in the fuel, and gasoline and diesel production processes are mature. Gasoline and diesel prices
in 2012 correspond to the values reported in [76]. Gasoline and diesel prices in 2050 were estimated
under the assumption that the ratio between fuel price and crude oil price remains constant between
2012 and 2050. Values for the 4DS scenario from the International Energy Agency’s (IEA’s) Energy
Technology Perspectives [77] were assumed for the crude oil price.

Electricity WTW CO, emission factor in 2012 was the value reported by the IEA for the electricity
generation mix in Japan [78]. Electricity WTW CO, emission factor in 2050 corresponds to the value of
the Nuclear Phase Out scenario from [79], which assumes electricity generation using 50% fossil fuels
and 50% renewable energy. Electricity price in 2012 was the historical value reported in [76]; while the
electricity price in 2050 was estimated based on the generation cost from [79] and network, retail and
other costs from [80]. Steam Methane Reforming (SMR) share in hydrogen production was assumed to
go from 100% in 2012 to 50% in 2050. The remaining hydrogen in 2050 is produced using 25% wind
electrolysis and 25% solar photovoltaic electrolysis. Prices in 2012 and 2050 were estimated based on
the share of each hydrogen production technology and the near term and future delivered hydrogen
cost for each technology from [81]. WTW CO; emission factors in 2012 and 2050 were estimated
based on the share of each hydrogen production technology and the technology CO, emission factor
from [75]. Fuel prices and CO, emission factors are presented in Figure 8.
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Figure 8. Fuel information: (a) Tank to wheel and well to wheel CO, emission factors; (b) price.

3. Results and Discussion

3.1. Powertrain Electrification of the Road Freight Vehicle Stock

Results for the road freight vehicle fleet stock are presented in Figure 9. Differences between
modeling results and historical data for the years 2012 to 2017 [70] are lower than 2%. Vehicle stock
decreases in all scenarios from 14.7 to 12.3 million vehicles between 2012 and 2050. Compared with the
base year, there is a small shift from normal and compact vehicles to mini-sized vehicles; with the stock
share of mini-sized vehicles increasing to 66.6% and the stock shares of normal and compact vehicles
decreasing to 13.3% and 20.1%, respectively. In this research, the selection of the vehicle size in road
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freight transport is considered exogenously. However, opportunities to reduce energy consumption
and CO, emissions can be unveiled by improving the selection of the vehicle size with a detailed
analysis that includes the load capacity utilization rate and the daily travel patterns. This is suggested
for future work.
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Figure 9. Road freight vehicle fleet stock: (a) Base scenario; (b) HBB scenario; (c¢) HFF scenario; and (d)
FBB scenario.

By 2050, the share of ICEVs in the road freight vehicle stock decreases in all scenarios compared
with the 2012 values; reaching 54.2% in the Base scenario, 40.9% in the HBB and HFF scenarios, and
42.8% in the FBB scenario. The largest diffusion for HEVs occurs in the Base scenario, reaching 42.9%
of the vehicle stock by 2050. HEV diffusion is lower in other scenarios, accounting for 12.2% of the
2050 vehicle stock in the HBB and HFF scenarios, and 3.5% in the FBB scenario. Combining ICEVs
and HEVs, diesel- and gasoline-fueled vehicles represent more than 46% of the road freight vehicle
stock in all scenarios; evidencing the difficulty of reducing the dependence from fossil fuels in road
freight transport.

Compared with EDV diffusion in the new vehicle market share presented in Figure 7, diffusion of
EDVs in the road freight vehicle stock shown in Figure 9 is slower due to the time lag effect caused
by the vehicle service lives; as most of the new vehicles replace current vehicles in use only after
their service lives have finished. Long vehicle service lives are a barrier that prevents powertrain
electrification in the road freight vehicle fleet. In the case of Japan, vehicle service lives for road freight
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vehicles are longer than values reported for other countries. For instance, service lives for heavy-duty
trucks, medium-duty trucks, light-duty trucks, and mini-trucks in China are 12, 11, 9, and 8 years [82];
while in the United States, values between 7 and 10 years are reported for heavy-duty trucks [31],
and 10 years for medium-duty trucks [27]. Even though reducing the vehicle service life for road
freight vehicles might seem as a straight forward measure to accelerate penetration of EDVs in the
vehicle stock, EDV manufacturing requires more energy and can produce more CO, emissions than
manufacturing ICEVs. Therefore, including vehicle cycle in the assessment of strategies for powertrain
electrification in road freight transport is recommended for future research.

It should be noted that the road freight vehicle fleet was simplified considering only one vehicle
type for each powertrain and vehicle size class combination. This is unrealistic, particularly for normal
vehicles, given the broad range of GVWs for normal vehicles according to the MLIT classification.
In that sense, a more detailed assessment of the normal road freight vehicle fleet is recommended.
Furthermore, it was not possible to consider road freight EDVs as one existing vehicle model due to
lack of data. Instead, vehicle data were constructed using different sources in the existing literature.
A more realistic characterization of the road freight vehicle fleet can be achieved by modeling each
vehicle type using vehicle modeling software such as Autonomie and PAMVEC. This is also suggested
for future work.

3.2. Power Electrification Potential for Decarbonization of Road Freight Transport

Results for TTW energy consumption along with historical data [16] are presented in Figure 10.
Differences between results for the Base scenario and historical data are lower than 4%. TTW energy
consumption in the Base scenario increases, reaching the peak at 1074 P]/year in 2020, to decrease until
reaching 613 PJ/year by 2050. Drivers for TTW energy consumption reduction in the Base scenario are
vehicle stock reduction, vehicle fuel consumption improvement and HEV adoption. Since BEV and
FCEV diffusion is small, diesel and gasoline account for 99.0% of TTW energy consumption.
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Figure 10. Road freight vehicle fleet tank to wheel energy consumption: (a) total energy consumption;
(b) fossil fuel consumption.

In the alternative scenarios, TTW energy consumption remains identical to the Base scenario until
EDV diffusion starts, 2020 in the HBB and HFF scenarios, and 2025 in the FBB scenario. By 2050, TTW
energy consumption is reduced 15.1%, 10.7% and 26.7% in the HBB, HFF and FBB scenarios, compared
with the baseline value. As fuel shift occurs in the alternative scenarios, reductions for fossil fuel
consumption are larger than reductions for energy consumption; up to 20.8% in the HBB and HFF
scenarios and 44.7% in the FBB scenario, compared with the 2050 baseline values.
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Powertrain electrification increases electricity and/or hydrogen consumption in road freight
transport. Electricity consumption and hydrogen consumption reach 3.3 and 2.6 PJ/year in the Base
scenario by 2050, respectively. In contrast, electricity consumption increases up to 39.7 PJ/year in the
HBB and FBB scenarios; while hydrogen consumption increases up to 66.6 and 73.6 PJ/year in the
HFF and FBB scenarios. Since the stock share and vehicle fuel consumption of ICEVs and HEVs are
larger than the values for BEVs and FCEVs, diesel and gasoline represent more than 74% of TTW
energy consumption in all alternative scenarios by 2050, despite the large increments in electricity and
hydrogen consumption.

Even though the fuel cycle is out of the scope of this research, CO, emissions are presented
both on TTW and WTW basis, with the aim of providing more insights on the impact of powertrain
electrification on the road freight vehicle fleet. TTW CO, emissions along with historical data [83]
are presented in Figure 11a. Differences between the modeling results for the Base scenario and
historical data are lower than 3%. In the Base scenario, TTW CO, emissions increase until reaching
the peak in 2020 at 79.8 Mt-CO,/year; to decrease thereafter, until reaching 44.9 Mt-CO,/year by 2050.
Since BEV and FCEV diffusion is small and CO, emission factors for diesel and gasoline are constant
throughout the time horizon, TTW CO; emissions reduction is caused by the same drivers that cause
TTW energy consumption reduction: vehicle stock reduction, vehicle fuel consumption reduction and
HEV adoption.
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Figure 11. Road freight vehicle fleet CO, emissions. (a) Tank to wheel CO, emissions; (b) Well to wheel
CO, emissions.

TTW CO, emissions can be reduced up to 20.1% in the HBB and HFF scenarios and 44.6% in the
FBB scenario, compared with the 2050 baseline value. The Japanese government aims to achieve two
CO, emissions reduction targets: one for the medium-term, proposed at the 215t Conference of the
Parties (COP21), corresponding to 26% CO, emissions reduction compared with the 2013 values by
2030; and one for the long-term, proposed in the Forth Basic Environmental Plan, corresponding to 80%
CO; emissions reduction compared with the 1990 values by 2050. Results for the road freight vehicle
fleet TTW CO, emissions show that none of the CO, emissions reductions target can be achieved in
any of the alternative scenarios considering powertrain electrification. In that sense, meeting CO,
emissions reduction targets that involve proportional CO, emissions reductions across all sectors in
road freight transport requires measures other than powertrain electrification.

WTW CO, emissions are shown in Figure 11b. Compared with TTW CO, emissions, WTW CO,
emissions are larger in all scenarios, since CO; is emitted during the production of electricity and
hydrogen is included. In the Base scenario, WITW CO, emissions decrease from 98.8 Mt-CO,/year
in 2012 to 56.9 MT-CO,/year in 2050. Even including the CO, emitted to produce electricity and
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hydrogen, powertrain electrification yields lower WTW CO; emissions than the Base scenario; with
maximum CO, emissions reductions of 17.3%, 13.4% and 32.6% in the HBB, HFF and FBB scenarios,
respectively. Since WITW CO, emissions are determined by the energy resources used to produce
electricity and hydrogen, it is necessary to focus on the simultaneous decarbonization of electricity and
hydrogen production to enhance CO, emissions reductions from powertrain electrification in road
freight transport.

CO, emissions reductions for powertrain electrification estimated in this research represent the
maximum “technologically realizable’ CO, emissions reduction potential; and they correspond to the
upper limit of the CO, emissions reductions achievable by replacing ICEVs with EDVs in road freight
transport. However, in practice, powertrain electrification in road freight transport will lead to lower
CO; emissions reductions than estimated here due to barriers that prevent EDV diffusion such as
public acceptance, vehicle use diversity, short payback times, and risk aversion. It is recommended to
endogenize these barriers in future modeling of the road freight vehicle fleet.

3.3. Economic Impact of Powertrain Electrification on the Road Freight Vehicle Fleet

The evaluation of the economic impact of powertrain electrification on the road freight vehicle
fleet was performed in terms of the net cash flow; defined as the difference between the road freight
vehicle fleet RCO for a given scenario and the road freight vehicle fleet RCO for the Base scenario.
The net cash flows for the alternative scenarios are presented in Figure 12. Since penetration of EDVs
in the new vehicle sales is slow during the early stages of deployment, net cash flows for all alternative
scenarios remain close to zero until 2030. Differences become larger thereafter. The HBB scenario has
the largest net cash flows, with the peak outside the time horizon and reaching 9.6 billion USD/year
by 2050. The second largest net cash flows are obtained for the FBB scenario, peaking at 6.7 billion
USD/year in 2049, and reaching 6.6 billion USD/year by 2050. The lowest net cash flows are obtained
for the HBB scenario, peaking at 4.6 billion USD/year in 2049, reaching 4.5 billion USD/year by 2050.
It can be seen that the largest values for the net cash flow are obtained for scenarios with BEV diffusion.
Furthermore, if BEVs were to be deployed in compact and mini-sized vehicles, it is more cost-effective
to deploy FCEVs than HEVs in normal vehicles.
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Figure 12. Net cash flow.

Powertrain electrification leads to lower energy consumption in the alternative scenarios than
in the Base scenario; with energy savings reaching 4.2, 4.6 and 7.6 billion USD/year by 2050 in the
HBB, HFF and FBB scenarios. However, incremental capital and O&M costs increase for all alternative
scenarios, reaching 13.8, 9.0 and 14.2 billion USD/year by 2050 in the HBB, HFF and FBB scenarios.
Since energy savings cannot outweigh capital cost increments when BEVs and FCEVs are deployed,
net cash flows remain positive during the whole time horizon in all alternative scenarios.
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3.4. Policy Implications

In order to obtain a complete perspective of the impact of powertrain electrification on the
road freight vehicle fleet, the performance of all scenarios was assessed in terms of TTW energy use,
WTW CO; emissions and RCO. Scores for the Base scenario and the three alternative scenarios in
2050 are shown in Figure 13. Ideally, the goal is to reduce energy consumption and CO, emissions
while reducing or maintaining the fleet RCO. However, as seen from the net cash flow, powertrain
electrification increases the road freight vehicle fleet RCO compared with the Base scenario. The Base
scenario is the top performer in terms of cost. Nevertheless, it has the lowest performance in terms of
energy use and CO, emissions. In contrast, the HFF scenario has better performance in terms of CO,
emissions; however, cost performance is reduced by half compared to the Base scenario. The HBB
scenario can offer larger CO, emissions reductions compared with the HFF scenario; nevertheless, it
has the lowest cost performance out of all scenarios. The best performance overall is obtained in the
FBB scenario, showing the largest energy consumption and CO, emissions reductions, with a cost
performance between the HFF and HBB scenarios. Therefore, diffusion of FCEVs in normal vehicles
and BEVs in compact and mini-sized vehicles is recommended as the best strategy for powertrain
electrification in road freight transport in Japan.

l%tz)ergy use ——Base

——HBB
—e—HFF
——FBB

cO2

emissions

Cost
Figure 13. Scenario scores in 2050.

In order to achieve powertrain electrification in road freight transport, it is important to incentivize
OEMs to accelerate the development and mass production of road freight EDVs. As road freight
vehicle owners often own several vehicles and are more focused on reducing cost than passenger LDV
owners [16], policies to incentivize powertrain electrification can have a faster acceptance in road
freight vehicles than in passenger LDVs. Therefore, it is also recommended to design measures to help
road freight vehicle fleet owners investing in EDVs. Additionally, diffusion of EDVs in road freight
transport can help improving social acceptance and developing infrastructure that can benefit EDV
diffusion in passenger LDVs. In that sense, the assessment of powertrain electrification strategies that
include passenger LDVs and road freight vehicles considering the dynamics of technology diffusion is
suggested for future research.

A large asymmetry was found between the vehicle stock distribution by size class and the CO,
emissions. Normal vehicles account for 13.3% of the road freight vehicle stock in all scenarios. However,
they account for more than 61% of TTW and WTW CO; emissions. Considering normal vehicle stock
is the smallest among all road freight vehicle size classes and it is concentrated in few users, it is
recommended to prioritize normal vehicles when designing measures for powertrain electrification in
road freight transport.

3.5. Sensitivity Analysis

Since the time scales involved in technology diffusion in road transport are long, a time horizon
between 2012 and 2050 was selected to study the role of powertrain electrification in the decarbonization
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of road freight transport. However, using a long time horizon implies large uncertainties in the
parameters used to characterize the elements of the energy system. A sensitivity analysis was
performed to understand the impact of those uncertainties on the modeling results. The impact of
changes in fossil fuel price, hydrogen price, electricity price, annual traveled distance, new vehicle
sales, discount rate, BEV fuel consumption, FCEV fuel consumption, BEV capital cost, FCEV capital
cost, and technology diffusion span on the results for the FBB scenario was assessed. A variation
of £20% was considered for all the parameters. Results of the sensitivity analysis for the TTW CO,
emissions and net cash flow are presented in Figure 14.
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Figure 14. Results of the sensitivity analysis: (a) Tank to wheel CO, emissions; (b) net cash flow.

TTW CO, emissions are most sensitive to variations in annual traveled distance and technology
diffusion span, as they affect the stock of ICEVs in the road freight vehicle fleet. Other parameters
produce small or no variations on TTW CO, emissions. This is a consequence of the ‘silver bullet’
approach used to determine the maximum ‘technologically realizable’ CO, emissions reduction
potential of powertrain electrification, which considers EDV diffusion independent of the vehicle fleet
RCO. Linking EDV diffusion and cost in the vehicle stock turnover model of the road freight vehicle
fleet is recommended for future work.

The net cash flow is most sensitive to variations in annual traveled distance. Changes in the
discount rate, fossil fuel price, BEV capital cost, and new vehicle sales also affect significantly the
results for the net cash flow. Since the ICEV stock is larger than the EDV stock and fuel consumption is
higher for ICEVs than for EDVs, the net cash flow is more sensitive to variations in the fossil fuel price
than to variations in electricity and hydrogen price. In that sense, variations in fossil fuel price have a
larger impact on the economic competitiveness of EDVs than variations in hydrogen and electricity
price. Variations in the capital cost of FCEVs and BEVs change both the value and timing for the net
cash flow peak; with the effect of BEV capital cost being larger than the effect of FCEV capital cost.
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4. Conclusions

A vehicle stock turnover model of the road freight vehicle fleet was used to assess the role of
powertrain electrification in the decarbonization of road freight transport in the case of Japan between
2012 and 2050. Main conclusions are listed below:

1.  Driven by the reduction of the vehicle stock, the improvement of vehicle fuel consumption and
the adoption of HEVs, energy consumption and CO, emissions decrease around 42% between
2012 and 2050 in the Base scenario. In contrast, powertrain electrification can reduce TTW CO,
emissions up to 20.1% in the HBB and HFF scenarios and 44.6% in the FBB scenario, compared
with the 2050 baseline value; while maximum WTW CO, emissions reductions are 17.3%, 13.4%
and 32.6% in the HBB, HFF and FBB scenarios. Despite the significant reductions in CO, emissions,
powertrain electrification alone is not enough to achieve any of the CO, emissions reduction
targets in road freight transport.

2. Despite aggressive deployment of EDVs, diesel- and gasoline-fueled vehicles account for more
than 46% of the vehicle stock and more than 74% of the road freight vehicle fleet TTW energy
consumption in all scenarios. This evidences the difficulty of reducing the dependence of fossil
fuels in road freight transport. In that sense, considering other measures to reduce CO, emissions
in road freight transport along with powertrain electrification is suggested for future research.

3. The net cash flows are positive for all alternative scenarios considering powertrain electrification
during the whole time horizon. The HFF scenario has the lowest net cash flows, peaking at 4.6
billion USD/year in 2049 and reaching 4.5 billion USD/year by 2050. Scenarios where BEVs are
deployed have the largest net cash flows by 2050, 9.6 and 6.6 Billion USD/year for the HBB and
FBB scenarios, respectively.

4. Deployment of FCEVs for normal vehicles and BEVs for compact and mini-sized vehicles in the
Japanese road freight vehicle fleet is recommended. Since road freight vehicles are concentrated
in fewer owners than passenger LDVs, it is recommended to design policies to help road freight
vehicle fleet owners investing in EDVs. EDV diffusion in road freight transport can help improving
social acceptance of powertrain electrification and developing infrastructure that can benefit
EDV diffusion in passenger LDVs. Assessing powertrain electrification in passenger LDVs and
road freight vehicles considering the dynamics of technology diffusion is recommended for
future work.

5. A large asymmetry was found between the vehicle stock distribution by size class and the
CO, emissions; with normal vehicles accounting for more than 61% of the TTW and WTW
CO; emissions in all scenarios, despite representing only 13.3% of the vehicle stock. It is
therefore recommended to prioritize normal vehicles when designing measures for powertrain
electrification in road freight transport.
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Nomenclature

a Model parameter

B Growth parameter

a Vehicle age

ap Vehicle median service life

AIRIA Automobile Inspection & Registration Association
BEV Battery electric vehicle

Ceap Vehicle capital cost

Cene Energy price

coM Vehicle operating and maintenance cost
cor Conference of Parties

CRF Capital recovery factor

E Road freight vehicle energy consumption
EDV Electric-drive vehicle

EF Fuel CO, emission factor

FCEV Fuel cell electric vehicle

G Road freight vehicle fleet CO, emissions
GHG Greenhouse gas

GVIW Gross Vehicle Weight

HDV Heavy-duty vehicle

HEV Hybrid electric vehicle

ICEV Internal combustion engine vehicle

IEA International Energy Agency

JAMA Japanese Automobile Manufacturers Association
LDV Light-duty vehicle

LEAP Long-range Energy Alternatives Planning system
M Annual traveled distance

MDV Medium-duty vehicle

MLIT Japan Ministry of Land, Infrastructure, Transport and Tourism
N Vehicle stock

OEM Original equipment manufacturer

Oo&M Operating and maintenance

PHEV Plug-in hybrid electric vehicle

PM Particulate matter

r Vehicle survival rate

R Vehicle fuel consumption

RCO Relative cost of ownership

S New vehicle sales

SMR Steam methane reforming

t Vehicle type

TCO Total cost of ownership

TTW Tank to wheel

v Vehicle vintage

WTW Well to wheel

y Calendar year
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