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1.  EXECUTIVE SUMMARY 

Many European companies  make company cars available as a n in -kind  benefit to a subset  of 

their employees . Employees who receive a mixed -use company car  can drive it for both business 

and private purpose s (with commuting counting as private use  in all the  countries  covered in 

this report ) . Compan y cars  usuall y benefit from tax advantages that are not available to private 

purchasers . Registration data also shows that a cross the countries studied, a  lower proportion 

of electric cars are registered to company car fleets compared to private consumers  (apart from 

in the UK, where more electric company cars are registered) , whilst companies also tend to 

purchase larger and heavier cars. Combined with the availability of company car schemes 

encoura ging greater car use, the lower taxation of company cars for private use can be 

considered as an undesirable subsidy  which increases emissions  and promotes the purchase of 

larger vehicles . 

In this context, this  study sought to quantify the  tax revenue loss from the private use of  non -

electric company cars, which can be classified as a type of ñfossil fuel subsidy ,ò in the six 

European countries of France, Germany , Italy, Poland, Spain, and the UK , which are the largest  

car or company car markets in Europe  (see Definition of ñfossil fuel subsidyò) . To do so, the tax 

advantages for the purchase  or lease  and use  of a company car were  calculated for  all relevant 

tax components (i.e., value -added tax (VAT) reduction, depreciation write -offs, benefit - in -kind 

(BiK)  tax , ownership taxes , purchase subsidies, and fuel benefits) and were compared to a 

counterfactual ( see Defining the counterfactual tax system ). The analysis is based on  real mixed -

use company car fleet data covering more than 750 combinations of company car make, model, 

and powertrain in each country  (see General methodology and assumptions ) , representing the 

first evaluation that uses  real data rather than archetypes to estimate company car fossil fuel 

subsidies in Europe . The company cars in the dataset analysed do not include the vehicles used 

by delivery  or ride -share drivers.  This study adopt ed the conservative approach of only 

calculating  the fossil fuel subsidies arising  from the private use of company cars  (i.e., the 

ñcentralò scenario for analysis  assumes  that each employee drives  80% of the time for private 

purposes ) , while  company cars that are used exclusively for business purposes were excluded 

from the analysis (see Focus on ta ilpipe emissions and private use ).  From the initial calculations 

of the non -electric  company car fossil fuel subsidies in 2023, the forecasted powertrain sales 

share in each country was used to project the annual and cumulative fossil fuel subsidies to 2035  

(see Projection to 2035 ) . 

Results of this study  show there is scope  in each of the countries analysed to reduce 

the tax advantages offered to highly polluting  company cars . Examples of possible 

amendments include  reducing the depreciation deductibility of fossil fuel vehicles or  providing a 

Mobility Budget option as an alternative to a company car  (see Belgium: a case study on tax 

system reform to reduce benefits for fossil fuel company cars ) .  

Under the 80% private use scenario, in 2023 the UK had the lowest fossil fuel subsidies at ú0m, 

while Italy had  the highest subsidies at ca. ú15.9b (see Figure 1) . For the countries with the 

largest fossil fuel subsidies, BiK tax had an outsized impact on the favourable tax rates for 

company cars compared to the counterfactual  (relative to other tax components).  Across the six 

countries  analysed , company car fossil fuel subsidies  in 2023 totalled ca. ú42.2 b. 
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Figure 1 : Total 2023 fossil fuel subsidies for the private use of  company cars in each country  broken down 
by tax component in an  80% private use scenario.  

Based on the projected  future changes to the powertrain split of the company car parc in each 

country  (provided by T&E) , a projection  of the  company car fossil fuel subsidies from 2023 -2035  

was performed under the 80% private use scenario (Figure 2). From this, in all years, subsidies 

offered by Italy make up the greatest share of annual totals, followed by subsidies offered by 

Germany . Although France granted more subsidies than Poland in 2023, Polandôs share of 

subsidies grows toward 2035, surpassing France by  2025.  The total annual fossil fuel subsidies 

from all countries increases to a peak of ca. ú46.6 b in 2026  due  to an increase in sales of PHEVs 

(which have high fossil fuel subsidies) , before reducing in all  subsequent years  due to the 

increase in sales of BEVs (which are considered not to have  fossil fuel subsidies  in this study ).   

 

Figure 2 : Projection of  annual  fossil fuel subsidies offered by France, Germany, Italy, Poland, Spain, and 

the UK with annual totals broken down by the share attributable to each country  under the 80% private 
use scenario .  

In terms of the cumulative company car fossil subsidies across all countries, from 20 23 -2035 

under the 80% private use scenario, over the six countries analysed  the 13 -year total is ca. 

ú463 b or almost  half a trillion euros  (Figure 3) . Italy, Germany, and Poland  make up a large  
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share of this total, collectively contributing to ca. 85% of this total . Of the remaining ca. 15% of 

the cumulative total, most of the subsidies are attributable to Franc e. 

 

Figure 3 :  Total cumulative company car fossil fuel subsidies from 2023 -2035 for all six countries as 

powertrain mix changes under the 80% private use scenario.  

Lookin g at the breakdown of the total company fossil fuel subsidies in 2023 under the 80% 

private use scenario by vehicle CO2 emissions intensity band ( Figure 4)  across all countries , 

there is a cluster  of ca. ú6,323 m  in subsidies  for cars at 50 gCO 2/km  and under , representing 

the emissions from PHEVs. Most of the petrol and diesel cars are clustered around  intensit ies  

between 110 -200  gCO2/km, with the largest share of  subsidies going to cars in the 130 -140 

gCO2/km band . Looking at car  manufacturers , company cars produced by BMW received  the  

largest fossil fuel subsidy share across countries under the 80% private use scenario . ú5,006 m  

in  fossil subsidies went to  BMW company cars  that year , followed closely by Volkswagen 

(ú4,617 m ) and  then  Mercedes -Benz (ú4,463 m ).  These are the only three car brands  for which 

company car  total  fossil fuel  subsidies exceed ed ú4b in 2023 . 

 

  

Figure 4 :  Total 2023 company car fossil fuel subsidies across all countries broken down by vehicle 

emissions intensity band under the 80% private use  scenario . 
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2.  I NTRODUCTION  

2.1  CONTEXT OF THE STUDY  

Across Europe, 60% of new cars in Europe were registered by companies in 2023 rather than 

by private individuals  ( the country specific shares of company registrations were, e.g., 67% in 

Germany  and 52% in France) , a nd this share has steadily increased from 50 %  in 2015  

(Transport & Environment, 2024, p. 5).  

Cars purchased by companies in Europe  generally benefit from tax advantages that are not 

available to private buyer s. Furthermore, corporate  BEV sales have recently lagged compared 

to private car BEV sales in most E uropean  markets (Transport & Environment, 2024, p. 9). 

Dimitropoulos et al. (2016) states that the average company car is larger (and by extension 

more expensive) than the average  privately owned car and has a bigger engine capacity 

(company cars have 5% larger engines, according to the European Commission (n.d.)), and 

therefore produce s more emissions per kilometre. Additionally, Vandenbroucke et al.  (2020)  

point out that the provision of a company car encourages car use and disincentivises drivers 

from changing their mode of travel to public transport or active trave l.  

Since company cars are more likely  to be larger and  non -electric , and the availability of company 

car schemes encourage s greater car use, the lower tax ation of  company cars can be considered 

to be a negative  incentiv e, or a n und esirable  subsidy  promoting their use . The tax revenue loss 

from non -electric company cars specifically c an  be classifie d as a type of ófossil fuel subsidyô.  

The European Commission provides a similar definition in its use  of the term óenvironmentally 

harmful subsidyô for company car taxation (2022). Further discussion of fossil fuel subsidies is 

provided in Definition of ñfossil fuel subsidyò.  

In this context, Transport & Environment commissioned ERM to quantify the annual company 

car  fossil fuel subsidies in 2023  for mixed -use company cars , and to  model what the subsid ies  

could be  in the future  up  to 2035  for six European countries: France, Germany, Italy, Poland, 

Spain, and the UK . These countries are the biggest company car markets in Europe.  The relevant 

tax components considered include value -added tax (VAT)  reduction , depreciation write -offs, 

benefit - in -kind (BiK), ownership taxes , purchase subsidies, and fuel benefits.  For the purposes 

of this report, a ó(mixed-use) company carô is defined as ña car made available to a worker by 

his/her company or employer as a benefit - in -kind, and which may be used for private purposesò 

(Brussels Studies, 2019) . Cars used solely for business use are  not considered in this stud y 

(justification for this approach is included in Definition of ñfossil fuel subsidyò) .  

2.2  DEFINITION OF ñFOSSIL FUEL SUBSIDY ò 

 

In this report, a ófossil fuel subsidyô is defined as ña government action that confers an 

advantage on consumers, in order to supplement their income or lower their costs and 

causes fossil fuel emissions to increase as a result ,ò from the European Commission (2022) . 

Applying this definition to company cars, the calculations undertaken in this study estimate 

the fossil fuel subsidies from the private use share of company cars  that produce tailpipe 

emissions, i.e., petrol or diesel internal combustion engine  vehicles (ICEVs) and from the 

engine use of  plug - in hybrid vehicles (PHEVs), while battery electric vehicles (BEVs) are 

excluded.  
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The above  definition was derived from a review of relevant literature  on fossil fuel subsidies and 

quantifying company car tax advantages  from the European Commission , Copenhagen 

Economics , Brussels Studies, and the OECD.   

The fossil fuel subsidies calculated in this study are conservative, because only the private use 

of the vehicle is considered as the benefit to the employee . Therefore, the subsidies are  only 

calculated to include the taxation benefits for the portion of private use of the company car.  This 

private use of the vehicle is not required  for the business , therefore any subsidies  linked to 

private  use is purely reducing the cost for  a company to provide  a fossil  fuel asset with no link 

to business operation s. These subsidies are less defensible than subsidies linked with the  

commercial use of fossil  fuel  powered  assets, as these may be required to  conduct business . 

Commercial use  of a vehicle  has been considered in line with general commercial assets (e.g. , 

VAT is deductible , and the depreciat ion of the asset value can be all or partly written -off ) , which 

in general also applies to other assets which rely on fossil fuel use (e.g. , industrial machinery, 

commercial vehicles, heating systems) . Whil e the tax advantages given to commercial use 

vehicles could be considered a fossil fuel subsidy, this study only focuses on the private benefit 

given to the emplo yee. If all tax benefits linked to  the commercial use of vehicles  were 

considered a fossil fuel subsidy, the total subsidy would be considerably higher as it would include 

more vehicles ( adding purely commercial cars as well as other commercial vehicles) and account 

for the  higher usage of  each vehicle .  

Additionally, this study does not consider wider subsidies that fossil fuel company cars benefit 

from, such as oil and gas subsidies.  Further detail on the consideration of company car taxation 

as a form of fossil fuel subsidy is explained in  General m ethodology  and assumptions . 
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2.3  BELGIUM :  A CASE STUDY ON TAX SYSTEM REFORM TO REDUCE BENEFITS FOR FOSSIL FUEL 

COMPANY CARS  

 

10% of the cars on the road in Belgium are company cars , and T &E found that  Belgium had 

the highest levels of subsidies for company cars in Europe  in 2020 (Moens, 2021 ; Transport 

& Environment, 2020).  In 2017, the European Commission estimated  that the favourable 

Belgium company car tax treatment created ú3.75 b in revenue loss annually (0.9% of 

Belgiumôs GDP in 2016) (European Commission, 2017). These vehicles have 5% larger 

engines than private cars on average, which increase emissions and air pollution (European 

Commission, n.d.a). Through the 2023 Belgium National Recovery and  Resilience Plan, the 

Belgian government has started to reduce the beneficial company car taxation regulations 

to mitigate these impacts , providing a case study on company car tax reform  to reduce fossil 

fuel subsidies  for other European countries.  

The first changes in Belgian company car taxation affect depreciation deductibility. This 

refers to the ability for the value of the vehicle to be deducted from corporate taxable 

income. Fossil - fuelled vehicles (ICEV, HEV and PHEV) purchased in Belgium from 1 July 

2023 to 31 December 2025 will be limited to a maximum depreciation deductibility of 75% 

of the cost of the vehicle in 2025, decreasing to 50% in 2026, 25% in 2027 and 0% in 2028.  

Vehicles that run on fossil fuels (fully or partly) that are purchas ed in 2026 or later will not 

be deductible at all from company profits. BEVs will also have their profit deductibility 

gradually reduced from 100% to 67.5% in 2031. Note that depreciation deductibility is also 

based on the business use of the vehicle (incl uding commuting) (European Commission, 

2017).  Therefore, if 80% of the use of the vehicle is used  for business purposes, only 80% 

of the vehicle can be deducted.  The limits of carbon inte nsity  then  apply to this maximum 

deductibility  (for example, if the vehicle is a petrol vehicle , the maximum deductibility would 

be reduced from 80% to 75% in 2025).   

In Belgium, the benefit - in -kind  tax  is calculated based on the CO 2 emissions of a vehicle, 

with a minimum percentage of 4%  of the value of the vehicle being taxable  for electric cars 

and a maximum percentage of 18%  of the value of the vehicle being taxable  for the most 

polluting cars. Social security contributions follow a similar calculation based on CO 2 

emissions  only  (LeasePlan, n.d.).  

According to the Belgium Federal Planning Bureau, the net effect of the tax reforms is 

projected to create an additional ú1-2 billion in tax revenues from 2027 onwards (2022).  

Belgium also introduced a Mobility Budget as an alternative to a company car  in 2019 , 

offering employees the option to exchange their company car/eligibility for a company car 

with a smaller, low -emission car and use the remaining budget for sustainable travel (public 

transport, bicycles, shared cars, etc.) or a cash payout that is exempt  from income tax. 

Recent data shows that the policy is slowly growing in use (Aguirre, 2024).  

Belgiumôs company car scheme changes have had a significant effect on the uptake o f 

electric vehicles , with half  of new company cars  now BEV or PHEV (The Brussels Times, 

2023). In these ways, Belgium is a good example of company car taxation reform that 

focuses on emissions and air pollution reduction (i.e., reducing the fossil fuel subsidies 

provided by the countryôs company car tax system), while still providing options for 

emp loyers to reward their employees with mobility benefits.  
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3.   GENERAL METHODOLOGY AND ASSUMPTIONS  

3.1  OVERVIEW  

As the first input for this study,  T&E collated  the most recent data  from fleet market research 

firm Dataforce on  mixed -used company cars  ( including make,  model , powertrain , etc.)  for the  

real -world corporate fleet s of the six in -scope countries for this study: France, Germany, Italy, 

Poland, Spain, and the UK . ERM research on the employer/employee beneficiary  split and other 

country -specific tax component rules was used to update  the  Good Tax Guide 1 model  managed 

by T&E.  After applying  these updates, T&E ran the Good Tax Guide model using  the Dataforce 

data to yield per vehicle financial outputs  for all countries under  different scenarios of private 

use.  In this way, this study is the first to calculate company car tax revenue  using real statistics 

on company cars instead of archetypes , representing a novel  contribution to the literature . Based 

on the Good Tax Guide outputs,  ERM then calculated the fossil fuel subsidies (the total across 

all models and powertrains)  in each country by comparing  the results from the Good Tax Guide  

of the taxes currently paid by employers and employees for the mixed -use company cars in 

reality, with the taxes paid in a th eore tical counterfactual scenario  (see Defining the 

counterfactual tax system ) . Finally , after calculating the company car fossil fuel subsidy totals 

by country for the initial base year of 2023, ERM projected the fossil fuel subsidies to 2035 using 

the forecasted share of vehicle sales by powertrain for each country  provided  by T&E . 

A full description of the assumptions used to define the counterfactual scenario is provided in 

Literature review to support definitions , and f urther detail on the calculations is available in 

Appendix B . Note that only mixed -use company cars were included in the calculations, and 

service / commercial  cars (company cars used solely for business purposes) , salary -sacrifice cars 

(which are not company cars and are only owned and driven privately, i.e., not mixed  use ) , and 

privately owned cars that may be driven for work ( such as for ride share or delivery)  are out of 

scope . 

Overall, the specific focus of this study on calculating the fossil fuel subsidies from the private 

use share of mixed -use company cars using real data represents  a conservative approach , 

meaning the  subsidy figures reported should  be considered the lower bound of the actual 

subsidies currently granted by the tax systems of the in -scope countries.  

3.2  LITERATURE REVIEW  TO SUPPORT DEFINITIONS  

This section provides additional background on the literature review undertaken to support the 

definitions used for this study.  

ERM collated several definitions of ñfossil fuel subsidyò in public literature to inform the definition 

that is used in this report to apply to a mixed -use company car, summarised  in the  Overview  

above. The first source used to inform the working definition is ñA toolbox for reforming 

environmentally harmful subsidies in Europeò (European Commission, 2022). The report defines 

an ñenvironmentally harmful subsidyò as any ñgovernment action that confers an advantage on 

consumers or producers, in order to supplement their income or lower their costs and causes 

negative environmental impacts to increase as a resul tò. The report explains that the beneficial 

taxation of company cars used for private mileag e is an example of an environmentally harmful 

subsidy, using input from ñCompany Car Taxation: Subsidies, welfare and environmentò 

 
1 The Good Tax Guide  is a country vehicle tax calculation tool originally created in collaboration 

with 31 NGOs, with the results compiled by T&E.  

https://goodtaxguide.org/
https://goodtaxguide.org/
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(Copenhagen Economics, 2009). ñReform of environmentally harmful subsidiesò by Bertelsmann 

Stiftung (2023) also includes company car taxation as a type of environmentally harmful subsidy.  

In th e European Commission report , the definition is narrowed to focus on emissions from fossil 

fuels as the specific type of negative environmental impact  (2022) . Therefore, the same 

definition of a ófossil fuel subsidyô is used in this study : ña government action that confers an 

advantage on consumers, in order to supplement their income or lower their costs and causes 

fossil fuel emissions to increase as a resultò.  

It should be noted that the European Commission did not calculate company car fossil fuel 

subsidies in the report, citing the lack of data on the costs of cars to companies and the 

proportion of private use of the cars, but the European Commission estimate d that subsidies are 

at minimum 30% of the total costs of the car (assumed to mean 30% of the list price of the 

vehicle excluding VAT).  

In ñCompany Car Taxation: Subsidies, welfare and environmentò Copenhagen Economics used 

average vehicle assumptions to calculate  that company car fossil fuel subsidy amounts across 

18 EU countries were in the range of 23 -29% of the weighted average of the car value (company 

acquisition cost) or 22 -26% based on the simple average car value (2009). The lower and upper 

bounds of these  ranges result from the use of either a low or a high private mileage assumption 

(Copenhagen Economics, 2009). However, note tha t this calculation was based on 2008 data 

and is now likely out of date based on modifications to country tax systems in the proceeding 

years.  In contrast  to the European Commission and Copenhagen Economics approaches 

described above , this  study uses  real data on mixed -use company cars , calculating more ú42b 

in total company car fossil fuel subsidies in 2023 for the six countries analysed.  

Finally, the Organisation for Economic Co -operation and Development (OECD) (2014)  also 

classify the beneficial taxation of the private use of company cars as a negative incentive , with 

undesirable effects on congestion  and emissions . The study uses a benchmark of neutral tax 

treatment of company car benefits relative to cash wage income to calculate the subsidies.  The 

study  calculated the subsidies for the private use of company cars for the 27 OECD  countries in 

2012, reaching total annual subsidies per ave rage car of  ú1,600, and  total subsidies across all 

27 countries of  ca. ú19-ú33 billion . 

3.3  FOCUS ON TAILPIPE EMISSIONS AND PRIVATE USE  

The calculations to estimate the fossil fuel subsidies in this study are focused on vehicles that 

produce tailpipe emissions, i.e., petrol or diesel internal combustion engine vehicles (ICEVs) and 

plug - in hybrid vehicles (PHEVs), while battery electric vehicles (BEVs) are excluded  (for separate 

exploration of ICE vs BEV subsidy differences  for select similar models , see Appendix C ) . For 

PHEVs, only the proportion of mileage that is powered by the engine (and not the battery) is 

considered within the calculations of the subsidies.  See Plug - in hybrid vehicle calculations . 

This study takes a conservative approach by only considering fossil fuel subsidies linked to the 

private use of a company car (aligned with the European Commission (2022)), as this is the 

benefit that employees enjoy when having a company car. This means th at the fossil fuel 

subsidies described in this report are linked to the benefit provided by a company car to 

employees outside their use for work  (note, commuting is considered private use in all of 

countries in -scope for this study) , rather than accounti ng for any business use required as part 

of the job.  Fossil fuel subsidies linked to the use of vehicles as part of business operations (either 

for company cars or in commercial fleets) is outside the scope of this analysis. Further 
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information on how these considerations are accounted for in the subsidy calculations is detailed 

in Appendix B . 

For all countries, Good Tax Guide outputs and ERMôs post-processing tested the impacts of three 

different assumptions of the percentage of private mileage driven  (ñprivate useò) by company 

cars to understand the sensitivity of this variable on influencing the fossil fuel subsidies for 

mixed -use company cars: 65 %  ñlowò, 80%  ñcentralò, and 100 % ñhighò private use . See 

Company car private use scenario selection  in Appendix A for additional detail on what informed 

the selection of these three private use scenarios  and what is considered ñprivate useò in all in-

scope countries . A sensitivity modelling approach  was used to adjust the share of  private use  

because no consistent sources were found describing  the rea l average share of private use for 

company car s in each country.   

3.4  DEFINING THE COUNTERFACTUAL TAX SYSTEM  

The European Commission (2022) uses the concept of ñtax neutralityò, defined by a Copenhagen 

Economics study (2009), to illustrate an approach for calculating the size of the company car 

tax subsidies in Europe. ñTax neutralityò is described as a scenario where ñthe employeesô net 

disposable income is the same whether compensation from the employer is provided as cash 

remun eration or as fringe benefits in the form of a company car also for private use.ò The 

European Commission report recommends the approach of comparing the actual company car 

tax situation in reality with a tax neutral scenario to determine the size of the s ubsidies in each 

country. ERM used this definition to guide the creation of the counterfactual scenario in this 

study.  

To be able to compare the taxes paid by  the employer and employee for a  company car  with the 

taxes paid for a private car, an appropriate  counterfactual tax system must first be defined  to 

be compared against . The counterfactual tax scenario  used in this study is a scenario where the 

employer increases the employee's net salary by an amount which allows the employee to lease 

the same car privately, while receiving  the same  net salary  as a company car user. 2 This ensures 

that the final state for the employee is the same  in both scenarios : they have access to a car 

which they can use for private use and they receive  the same net salary after receiving the car 

(either as a company car or by leasing privately).  Note that this scenario is not intended to be a 

realistic alternative tax system but is instead a scenario with which to fairly compare the taxes 

associated with receiving a company car  to the taxes associated with  leasing  a car privately .  

The definition of the counterfactual tax scenario is illustrated on the next page  with a worked 

example  for the benefit - in -kind (BiK) tax component , which helps to explain how a company car 

is considered a benefit in kind which an employee receives from their company which is not part 

of their salary (also referred to as a ñfringe benefitò).  

 
2 This ñnet salaryò after privately purchasing or leasing a company car will be lower than the 

original salary, as a company car user has their original salary reduced  after paying benefit - in -

kind taxes.   
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Consider  two employees in France  with a net salary of ú30,000, who are given the same car 

from their company in two ways:  

Employee A  (company car recipient)  is provided a diesel Audi A3 car worth ú45 ,000 ( incl. 

VAT) as a company car, which costs approximately ú10,000/year to lease privately 

(including registration tax, etc.). For the  company car, the employee pays an additional 

ú2,300/year in taxes due to the taxable increase to their salary through benefit- in -kind 

(BiK). These BiK taxes are calculated from a BiK salary increase of ú5,400 (12% of vehicle 

value post VAT), and a marginal  tax rate of 42.2% (including income taxes and social 

security contributions , from OECD ( see Additional assumptions incorporated into the T&E 

Good Tax Guid e provided by ERM ) . Only BiK tax is considered at this point ,  as this is the 

only company car tax which  changes the net salary of the  employee , which therefore 

changes the salary uplift required for employee B below.  

For employee B  (privately leased car, counterfactual ) , their employer increases the 

employeeôs net salary  by ú7,700/year (after paying ú5,600 in income taxes) . This is 

equivalent to the company car recipientôs ú10,000/year leasing costs minus the ú2,300/year 

BiK taxes paid  by employee A . This will allow  the employee to  privately lease an Audi A3  

while having the same net income as employee A, after the vehicle leasing costs have been 

deducted (including vehicle registration taxes, VAT , etc.).   

Both employees are now in the same situation: they each have a diesel Audi A3 and have a 

net salary of ú27,700 once car leasing costs are  removed for employee B.   

The fossil fuel subsidy can then be calculated by comparing the taxes paid by the employer 

and employee for employee A (company car recipient) and for employee B ( privately leased  

car, counterfactual ).  For the fossil fuel subsidy to the employee  through BiK taxes, this 

equals ú3,300 (ú5,600 -  ú2,300)  in the above example . This allows the comparison of  all 

relevant taxes  associated with the use of a company car ( see table below for a summary of 

the tax es quantified for a company car and the counterfactual scenario).  Applying this 

comparison  to  all company cars in each country  (as well as accounting for the private use 

share of the company car as described in Appendix B )  makes it possible to calculate the 

total fossil fuel subsidies attributable to each tax  component.  This is illustrated in Figure 5.  

Figure 5 : Illustrative employee salary impacts of company car scenario compared to the 

counterfactual scenario.  
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Table 1 : Taxes considered in the company car scenario compared to the counterfactual scenario, used 
for calculating the fossil fuel subsidy.  

Applicable taxes in each scenario used to calculate fossil fuel subsidy  

Company car scenario  
Counterfactual: additional income and 
privately purchased car  

Marginal income taxes and social security 
contributions paid by employee and employer on 

the benefit - in -kind value  

Marginal income taxes and social security 
contributions paid by employee and employer on 

the additional income provided to achieve the 
required increase in  net  salary  

Company car registration tax paid by employer  Company car registration tax paid by employee  

Annual ownership tax  paid by employer  Annual ownership tax paid by employee  

Decrease in VAT paid by employer  Full VAT paid (no deductions)  by employee  

Purchase subsid y for the employer  Purchase subsidy (or none) for the employee  

Decrease in corporate income tax due to  
depreciation write -off  

No depreciation write -off  

Fuel cards provided by the company  
 

Fuel costs paid for by employee  

Under the current tax systems in all in -scope countries, when a petrol or diesel company car is 

purchased by the employer and provided to an employee, both the employee and employer 

receive different tax reductions compared to the counterfactual tax system. The tax components 

considered when checking the tax  benefits for both parties for offering a company car were: VAT 

recovery, depreciation write -offs, benefit - in -kind taxes, purchase grants for PHEVs, ownership 

taxes, registration taxes, and benefits from the company paying for fuel (i.e., through fuel cards  

or similar). In this report, we assume that 100% of employees receive fuel benefits, when  this 

provides a tax benefit to the employee and employer.  It is assumed that for company cars, the 

employer is responsible for paying ownership and registration taxes.  

For employees , company car tax ation differs compared to the  taxes paid in a  counterfactual 

scenario  in terms of :  

ω The payment of benefit - in -kind tax instead of increased income tax (from a higher salary);  

ω The reduced social security taxes on the benefit - in -kind compared to on an increased 

salary;  

ω The reduced cost of paying taxes on the benefit - in -kind on fuel used for private use and 

paid for by the company compared to increasing the salary for the individual to pay for 

fuel.  

For employers , company car tax ation differs  compared to the  taxes paid in a  counterfactual 

scenario in terms of :  

ω The removal or reduction of VAT from the purchase of the vehicle;  

ω The reduction of social security taxes on the benefit - in -kind compared to an increased 

employee salary;  
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ω The reduction in corporate profit taxes from the inclusion of vehicle depreciation in 

operational costs;  

ω Differences in ownership and registration taxes for vehicles registered as private or 

company cars;  

ω Differences in whether a purchase subsidy is applied to the purchase of an electric vehicle 

for corporate purchase compared to private purchase  

ω Reduced cost of paying social security taxes on the benefit - in -kind on fuel used for private 

use and paid for by the company compared to increasing the salary for the individual to 

pay for this fuel.  

3.5  DIFFERENCES WHEN COMPANY CARS ARE LEASED RATHER THAN PURCHASED  

Many company cars are leased by the company from a leasing agency instead of purchased 

outright . In the company car scenario, the employer pays for the monthly lease payments, and 

the rules on VAT deduction and depreciation write -off specific for leased vehicles are applied to 

the annual leasing cost.  

From ERMôs research into the current tax regimes for the in-scope countries, whether the vehicle 

is owned outright or leased does not change the tax benefits for the tax components. Any minor 

rule changes to the benefits based on a company carôs leased/owned status are outlined in the 

later country - specific sections.  

3.6  PLUG- IN HYBRID VEHICLE CALCULATIONS  

For the plug - in hybrid company cars, the fossil fuel subsidy calculated for the vehicle is scaled 

by the estimated real -world proportion of engine - to -battery use.  The assumption  used in this 

study is that  12% of  company car  PHEV mileage is electric and 88% is fossil fuel (engine) mileage  

(Plötz et al. , 2022) . Therefore, the  fossil fuel subsidy applies only to the fossil fuel  use of the 

vehicle , so ERM applied an 88% multiplier to the post -processing outputs for PHEVs . 

3.7  PROJECTION TO 2035  

The method undertaken for projecting the company car fossil fuel subsidies calculated for 2023 

to 2035 for the in -scope countries in this study uses a ñBusiness- as-usualò approach. This 

assumes that no additional measures are taken to influence the company car fleet other than 

coun try -wide  or EU -wide legislation to reduce emissions from new cars. The total size of the 

company car fleet is kept constant from 2023 to 2035. The share  of sales of each vehicle is 

scaled based on the estimated sales proportion by powertrain and segment in  each country  

(provided by T&E) . Th ere is an  increase  in  the proportion of BEVs sold over time and a reduc tion 

in  the number of ICE company cars sold as manufacturers selling in EU  countries abide by 

legislation to reduce the tailpipe emissions of new cars  (i.e., to comply with Fit for 55) . For 

simplicity, it is assumed that the characteristics of vehicles sold currently stay constant (e.g., a 

Nissan Qashqai continues to be sold with the same price, emissions, engine size, etc.). In 

addition, it is assumed that country company car tax rules stay constant over time (e.g., no 

measures are taken to reduce or increase the company car tax burden on each vehicle) since it 

is not possible to predict what changes countries will make to their tax schemes in future ye ars. 

This approach for the projection was agreed with T&E early in the project.  
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4.  I NDIVIDUAL COUNTRY ANALYSES 

In the following country -specific results sections, positive fossil fuel subsidy figures at either the 

tax component or th e country  level mean that the tax system for the country provides financial 

incentives (in terms of a reduced tax burden) for ICE /PHEV company car purchases compared 

to the counterfactual tax system. Conversely, negative fossil fuel subsidies at the tax component 

level mean that compared to the counterfactual tax system, there is an increased  tax level for 

this tax component for company cars  with the private use share modelled (e.g., central 80 %  

private use share ) . I t is worth noting that generally  as the share of private use decreases , the 

tax advantage of a company car decreases, especially for BiK , indicating that there is more of a 

tax advantage for employees with higher shares of private use.  

The next sections present the study results and discussion for France, Germany, Italy, Poland, 

Spain, and the UK.  

4.1  FRANCE 

4.1.1  FRANCE EXECUTIVE SUMMARY 

Overall, France has average company car tax benefits compared to the other countries in this 

study, with the third highe st fossil fuel subsidies.  

The company car subsidies for private use in France largely derive from the favourable BiK tax 

rate and fuel benefit rate, offering lower taxes than for privately owned cars in the counterfactual 

scenario. Annual ownership tax  is higher for company cars than for private cars in France, so 

this metric decreases the subsidy total slightly.  

The total fossil fuel subsidy amount for France under the 80% (central) private use scenario was 

calculated to be ca. ú6. 4 billion for 2023.  

4.1.2  FRANCE:  COMPANY CAR SYSTEM SUMMARY  

Table 2 clarifies the application of and examples for each tax metric in France.  

Table 2 : France company car tax rules  

Tax metric  

Applies to 

employer or 
employee?  

France summary for fossil - fuelled 
vehicles  

Tax rate for a mixed -
use petrol vehicle 

with a n  emissions 
intensity of 160 

gCO 2 /km  

Annual 
ownership  tax  

Employer  Based on the carbon emissions intensity 
of the vehicle.  

ú1,833.  

Benefit - in -kind  Employee and 
employer  

Based on the carbon emissions intensity 
of the vehicle.  

Additional income and 
social contribution 
taxes owed on 9% of 
the car list price.  

VAT Employer  Cannot be deducted from the cost of 
mixed -use company cars.  

No deduction.  

Depreciation  Employer  Employers can write off 100% of the 
cost of the vehicle from corporate profits 
for mixed -use vehicles, over 4 -5 years, 
up to a limit that is based on the carbon  

emissions intensity of the vehicle.  

100% deduction up to 
ú18,300, over 4-5 
years.  
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Tax metric  
Applies to 
employer or 
employee?  

France summary for fossil - fuelled 

vehicles  

Tax rate for a mixed -

use petrol vehicle 
with a n  emissions 
intensity of 160 
gCO 2 /km  

Purchase 

subsidies  

Employer  There are no purchase grants available 

for PHEVs.  

None.  

Fuel benefits  Employee and 
employer  

Flat BiK tax rate for all vehicles.  Additional income and 
social contribution 
taxes owed on 3% of 
the car list price.  

4.1.3  FRANCE METHODOLOGY AND ASSUMPTIONS  

The fossil fuel subsidy calculation method followed for this country follows that used for all other 

countries, as described in Appendix B . Any departures from this approach or particular 

considerations for France are described below.  

For depreciation write -offs, there is a cap to the value which can be written off against profits, 

which varies with the emissions rating of the vehicle. 3 For vehicles worth more than this cap, 

the company can only write off the value of the vehicle up to that cap. For write -offs of leasing 

costs, the proportion allowed is equal to the ratio of the cap against the list price of the vehicle. 

The amount of depreciation able to be written off from corporate profits is not impacted by the 

share of private use of the company car.  

4.1.4  FRANCE RESULTS 

In the central 80% scenario (where employees are assumed to use the vehicle 80% of the time 

for private use), France had a ca. ú6. 4 billion  net fossil fuel subsidy (summing employee and 

employer subsidies) in 2023 (see Figure 6).  

As shown in Figure 6, BiK tax and fuel benefits contribute the most to the company car fossil 

fuel subsidies provided in France. Annual ownership tax is higher for company cars than for 

private cars, so the subsidy is shown as negative. There are no purchase grants currently 

available for PHEVs in France, and VAT deduction is not permitted, thus these metrics do not 

contribute to the total subsidies . 

In terms of the beneficiary split, the fossil fuel subsidies to employers for the private use of 

company cars in France in 2023 in the 80% private use scenario total ca. ú3, 372 m  (with an 

average of ca. ú2,824  per car ). The subsidies to employees total ca. ú2,996m  (with an average 

of ca. ú2,509  per car).  

 
3 Maximum vehicle value written off: 0 -20 gCO 2/km = ú30,000, 21 -50 gCO 2/km = ú20,300, 

51 -160 gCO 2/km = ú18,300, >160 gCO 2/km = ú9,900. 
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Figure 6 : Total fossil fuel subsidies in France across different tax types for the private use of company 
cars in 2023, assuming 80% private use. Results are based on the current ICE/PHEV powertrain and 
models mix in all company car fleets in France.  

From the other private use scenarios modelled (see Figure 7), compared to the central 80% 

private use scenario, there are ú4 billion in  subsidies provided in a 65% private  use scenario 

(where every recipient of a mixed -use company car is assumed to drive 65% of the time for 

private use). The lower subsidy is due to the higher BiK tax and fuel benefit tax paid for private 

use in the company car system relative to the counter factual taxes, providing a lower subsidy 

for the private use of a company car. Conversely, in the 100% private use scenario the BiK and 

fuel be nefit taxes are lower relative to the taxes in the counterfa ctual scenario, and the total 

subsidies thus rise to ca. ú9.6  billion . 

 

Figure 7 : Total fossil fuel subsidies in France across different tax types for the private use of company 
cars in 2023, assuming three private use scenarios. Results are based on the current ICE/PHEV 

powertrain and models mix across all company cars in France.  




































































