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Motor vehicle owners face acquisition (VAT, registration), 
ownership, and motoring (fuel) taxes and the amount varies 
from country to country. VAT on buying cars in the EU 
ranges between 17-27%, with Luxembourg having the lowest and Hungary the 
highest tax rates. VAT is charged on the sales value of petrol and diesel. Petrol, 
causing more CO2 emissions, is taxed higher than diesel in all countries but Hun-
gary. Hungary, along with Romania, has the lowest average tax duty on fuel, while 
Italy, followed by the Netherlands and France has the highest. The EU has a mini-
mum excise duty rate set that its members are required to apply to all energy prod-
ucts. Overall, on average the government share on fuel price varies between 
44-59%.

2

This paper aims to show in which EU countries the drivers of 
internal combustion engine cars enjoy the most freedom and 
which are most burdened by taxes.

The vast share of mobility costs in most EU member states 
arise from taxes and duties. In this paper, we focus on 
personal motor vehicles (passenger cars).

We look at registration fees in the European Union, as well as 
the incoming ban on motor vehicle sales. We argue that the 
government share in the price of petrol and diesel is 
excessively high, and that it is critical that the EU embraces 
technology neutrality. 

Average
Fuel Taxes
In Euros



9% (minimum for dealer and importer 
combined profit) and VAT”). Registration 
tax goes up as high as 150% of the 
vehi-cle’s taxable value, if the value 
exceeds €27,174. Tax-related 
complications of purchasing a vehicle 
could explain why the number of 
vehicles per capita in Denmark is similar 
to that of Eastern European countries. 

Countries with similar GDP per capita 
have an average number of 563 while in 
Denmark it’s 480 vehicles per 1000 
people. Car insurance that is mandatory 
by law is also taxed at 25% and for each 
day you drive an uninsured car you will 
have to pay around 33 Euros, and if you 
happen to be stopped by police you will 
be fined around €134.

Registration fees vary from country to 
country and are intertwined with registra-
tion taxes.  Bulgaria, Estonia, Germany, 
Latvia, Luxembourg and Romania are 
the only countries where motor vehicle 
registration fees are fixed. In all remain-
ing countries' registration fees/taxes are 
calculated based on car value, fuel effi-
ciency or CO2 emissions. Sweden hap-
pens to be the only country not charging 
any type of registration fee/tax. 11 out of 
27 EU member states charge CO2 
based taxes on buying the car.

Denmark has the highest registration tax 
rate, which is calculated based on the 
taxable value of the car (“taxable value 
of the car is defined as the dealer's sale 
price including profit margin of at least 
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ON PETROL PRICE

GOVERNMENT SHARE
ON PETROL PRICE

55.4%
DENMARK

€1.81

€1.00

56.2%
SWEDEN

€1.77

€0.99

FINLAND
60.3%

€1.76

€1.06

59.3%
GREECE

€1.75

€1.04

GERMANY
54.1%

€1.73

€0.94

ITALY
60.2%

€1.73

€1.04

PORTUGAL
57.7%

€1.72

€0.99

FRANCE
57.6%

€1.66

€0.96

58.7%
NETHERLANDS

€1.96

€1.15

IRELAND
56.2%

€1.65

€0.93

BELGIUM
54.4%

€1.62

€0.88

ESTONIA
52.8%

€1.55

€0.82

CROATIA
54.5%

€1.48

€0.81

SPAIN
51.1%

€1.48

€0.76

SLOVAKIA
51.1%

€1.48

€0.76

52.3%
LATVIA

€1.46

€0.76

LUXEMBOURG
50.1%

€1.46

€0.73

CZECH REP.
51.4%

€1.41

€0.72

LITHUANIA
50.7%

€1.41

€0.71

AUSTRIA
50.1%

€1.40

€0.71

HUNGARY
47%

€1.36

€0.64

€1.34

€0.75

MALTA
56.2%

€1.33

€0.64

CYPRUS
48.2%

SLOVENIA
52.1%

€1.32

€0.69

POLAND
47.4%

€1.29

€0.64

ROMANIA
45.7%

€1.28

€0.58

BULGARIA
47.2%

€1.18

€0.56

High Registration Fees

Taxes As a Percentage
of Overall Petrol Prices
As of October 21, 2021

https://www.acea.auto/files/ACEA_Tax_Guide_2021.pdf
https://lifeindenmark.borger.dk/travel-and-transport/motor-vehicles/compulsory-liability-insurance-for-motor-vehicles


Vignettes are another way of taxing 
vehicles and are based on the period of 
time the vehicle may use a certain road. 
In Austria for example, which is one of 
the 7 EU countries with motorway 
vignettes, an annual vignette costs 92.50 
Euros and allows its owners passage to 
motorways and express ways. In Roma-
nia, vignettes are required not only for 
motorways, but also all the state roads, 
except for municipal ones.

For comparison, in the US, where on 
average Americans drive 21,000 kilome-
ters a year, almost twice the amount 
driven by EU citizens, excise tax is 
levied by the federal government. Excise 
tax on petrol is 4.2 euro cents per litre 
and 5.5 euro cents on diesel (18,40 
cents per gallon on petrol and 24.4 cents 
on diesel). States apply various taxes 
including sales tax, environment tax, 
inspection fees, etc. California has the 
highest tax on petrol and second-highest 
on diesel after Pennsylvania. 

Total average tax on petrol 11.09, on 
diesel 12.82 cents. Texas, having similar 
GDP to Denmark, has one of the lowest 
taxes both on petrol and diesel which is 
11x less than in Denmark. Even in the 
most heavily taxed state of California, 
petrol tax is 2 times less than the mini-
mum excise tax on petrol that is required 
to be applied by all EU member states.

High fuel taxes found in the EU countries 
compare to that of Indian tax levels, 
where the central government levies 
excise duties, while the states take 
money coming in from the sales taxes. 
Taxes, including dealers’ commission, 
account for 60% of petrol and 47% of 
diesel price, making Indian drivers one 
of the heavily taxed consumers. On the 
other hand, Iran has the second-lowest 
prices on fuel after Venezuela, which 
can be explained by heavy government 
subsidies. In 2016, for example, Iran 
spent €14 billion euros to be able to offer 
fuel at such a low price. 

Ban On Motor Vehicle Sales

The European Commission has recently 
announced a plan to ban the sales of 
new cars that produce carbon emissions 
by 2035. The EU has set an ambitious 
goal of fully cutting car-produced carbon 
emissions as a part of a broad climate 
and energy laws package. The proposal 
is yet to be approved by the member 
states and the process would take up to 
2 years. Objections and complications 
are expected to arise in countries where 
the auto industry is a dominant force. 

Italy, being home for several supercar 
makers, is negotiating with the European 
Commission to get a more lenient set of 
rules, as supercar makers produce much 
fewer vehicles.

At the moment, most European Union 
countries offer certain incentives for elec-
tric vehicles. EV cars are exempt from 
paying registration taxes in countries like 
Cyprus, Greece and Hungary. Greece 
went one step further and is currently 
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https://www.tolls.eu/romania
https://www.metromile.com/blog/average-miles-driven-per-year-by-americans/#:~:text=The%20average%20driver%20drives%20around,6%2C000%20more%20miles%20per%20year.
https://www.eia.gov/tools/faqs/faq.php?id=10&t=10
https://taxfoundation.org/gas-taxes-in-europe-2020/
https://energy.economictimes.indiatimes.com/news/oil-and-gas/india-now-has-the-highest-taxes-on-fuel-in-the-world/75590141
https://en.radiofarda.com/a/iran-gasoline-price-cheap-subsidy/29400741.html
https://www.acea.auto/uploads/publications/EV_incentives_overview_2017.pdf
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offering subsidies with up to 20% of the 
car’s price and a decrease on VAT from 
standard 24% to 13%. These incentives 
are expected to be phased out by 2030 
when EVs will no longer have to com-
pete with motor vehicles. It’s worth 
noting that the share of EV cars is 
lowest in countries with lower GDP per 
capita. With the production scaling up 
and the batteries becoming less 
expensive, the price of EVs keep 
dropping, but they aren’t yet as 
affordable as motor vehicles. In our 
future papers, we will elaborate on the 
regulation of EVs.

The initiative from the EU has been met 
with different responses. Even though 
some car manufacturers, like Ford, are 
already preparing for the ban of ICE cars 
and pledging to switch to electric vehicle 
production in the next nine years, not 
everyone seems to be happy with the 
fast approaching deadlines. The presi-
dent of European Car Association 
(ACEA) thinks these bans and restric-
tions will stifle innovation, and rather 
than the government picking winners 
and losers. Hildegard Muller, the presi-
dent of the German Association of the 
Automotive Industry (VDA) called the 
EU's initiative “anti-innovation and the 
opposite of open technology. It also 
restricts consumers ‘freedom to 
choose’.”

According to the latest available data, 13 
EU countries with the biggest car mar-
kets saw a tax revenue of €398 billion. 

Belgium collects almost triple in tax per 
vehicle annually compared to Greece, 
which collects the least from 13 coun-
tries studied. The revenue is generated 
through acquisition, ownership and mo-
toring taxes (includes both passenger 
and commercial vehicles). The automo-
bile industry employs (directly or indirect-
ly) 12,6 million Europeans and is Eu-
rope’s largest private investor in innova-
tion, responsible for 33% of the total 
spending.

Now that the world is steadily transition-
ing towards more fuel-efficient vehicles, 
governments around the world are trying 
to find alternative ways of taxing the driv-
ers. Several states in the US have started 
experimenting with road usage charges 
or VMT (vehicle miles-traveled). The new 
system charges drivers by distance trav-
elled, and the fee would equal “the total 
amount collected in fuel taxes divided by 
the miles driven by passenger vehicles”. 
So far few of the European Union coun-
tries have implemented similar VMT fees, 
but they are limited to commercial trucks 
rather than passenger cars. 

Motor vehicle drivers are overburdened 
by various taxes that amount to the ma-
jority of their mobility costs. Unfortunate-
ly, switching to EVs wouldn’t be a 
remedy, as governments will seek to sub-
stitute income from fuel and other taxes 
by introducing road usage charges or 
hiking taxes in other areas. 

https://blog.wallbox.com/what-you-should-know-about-ev-incentives-in-greece/
https://www.acea.auto/press-release/electric-cars-lower-income-countries-fall-behind-with-uptake-linked-to-gdp-per-capita/
https://www.businessinsider.com/electric-vehicles-less-than-5000-morgan-stanley-analysts-predict-2021-3
https://uk.motor1.com
https://www.acea.auto/press-release/car-co2-review-europe-should-not-be-driven-by-culture-of-restrictions/
https://www.acea.auto/files/ACEA_Pocket_Guide_2021-2022.pdf
https://www.washingtonpost.com/transportation/interactive/2021/electric-mileage-tax/
https://medium.com/discourse/3-key-problems-with-the-vmt-tax-e3b46269f8a5
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The EU Should Embrace Technology Neutrality

Arguments can be made for and against 
both electric and internal combustion 
engine vehicles. But the most important 
discussion point here is that by banning 
the sales of motor vehicles, the Europe-
an Union is favouring one type of tech-
nology over the other. This is the wrong 
course of action, especially in the light of 
the current slow deployment of charging 
stations and disparity in their availability 
between EU countries. The choice 
should be up to consumers and if com-
panies detect a new trend of increased 
demand for EVs, they will voluntarily shift 

the manufacturing process towards EVs. 
Neither the EU nor any other govern-
ment body should be mandating or 
endorsing one specific technology. 

To preserve consumer choice and foster 
future innovation, governments must 
strictly adhere to technology neutrality 
and avoid decreeing winners and losers. 
Sometimes the best thing to do is to just 
sit back and observe, without interfering, 
and allowing consumers to make the 
choice that will eventually win out.
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https://www.reuters.com/article/us-eu-autos-electric-charging-idUSKBN2C023C
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