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GROWTH IN SALES OF METHANE POWERED PASSENGER CARS HAS BEEN SLOW. FROM 2016 TO 2017 THERE WAS A 15% DECREASE 
IN SALES AND ONLY 49 243 CNG CARS WERE SOLD. MARKET ANALYSTS EXPECT SALES TO INCREASE FROM CURRENT 0.5% OF 

NEW SALES TO 1% IN 2025. THIS GROWTH IN SOME MARKETS OF THE CNG SEGMENT IS LARGE, WITH SPAIN AND GERMANY HAVING 
A FIVEFOLD INCREASE FROM 2017 TO 2018.

Subsidies 
and tax breaks for 
gas vehicles 

The rate of increased sales at EU level is lower than for EVs and thus the 
amount of EVs on EU roads is probably going to be larger than CNG cars in 
2018, or 2019. National financial schemes and industry bonuses to reduce 
the purchase price of methane vehicles contributed to the increased 
uptake of methane vehicles across the EU. Such support is visible in Italy, 
Germany, Spain and France, described in more detail below. 

ITALY introduced preferential measures for boosting methane use in 
transport.

In 2009, a new scheme offered purchase incentives ranging from €1 500 
to €3 500 for new LPG and CNG vehicle registrations and an additional 
bonus of up to €1 500 when a car of 10 years old or more was exchanged or 
scrapped. After only a year of the programme, CNG vehicles had reached 
5.42% of the market share. Since then, subsidies have been reduced and 
the CNG market share has decreased from 5.32% in 2014 to 2.37% in 2018. 

But Italy is still the largest methane vehicle market in the EU and 
accounted for 68% of all new methane vehicle registrations at EU level in 
2016. In addition, the government recently adopted new incentives for the 
purchase of methane trucks with a direct subsidy of 4 000€ for CNG trucks 
and 20 000€ for LNG. 

GERMANY methane vehicles benefit from reduced energy taxes on LNG 
and CNG for motor vehicles, a measure running until 2026 and profit from 
a slightly reduced vehicle tax due to their lower air pollutant emissions 
compared to e.g. diesel cars. Despite this, the overall share of CNG vehicles 
on the market remains very low and never exceeded 0.4% of the market 
share. 

But Germany still ranks second in the EU for new methane vehicle 
registrations as of 2016 (7.5%). In June 2018, the transport ministry 
announced direct support for companies purchasing CNG and LNG trucks, 
with a subsidy of 8 000€ for CNG trucks and 12 000€ for LNG (with a ceiling 
of 500 000€ per company). 

SPAIN a variety of subsidies and tax breaks are available when purchasing 
a methane powered vehicle. For example, as part of the €20 million 
MOVALT-Vehicles plan agreed in 2017, a financial support between 2 500€ 
and 18 000€ was available for the purchase of a methane vehicle. 

In addition to this and the 2017 MOVALT-Infrastructure plan, the 
Government launched in 2017 the €14.26 million MOVEA Plan, to boost 
the purchase of alternative fuel vehicles, including electric vehicles but also 
LPG/ Autogas and CNG vehicles, as well as the implantation of recharging 
points in areas of public access. 

The latest support scheme – the VEA plan – was agreed in July 2018 with 
a dedicated budget of €66.6 million. Out of these, €50 million are aimed 
at the purchase, by individuals, of electric vehicles but also LPG, CNG and 
LNG-powered vehicles. In addition to the above, as of today, methane 
vehicles with emissions lower than 120 g/km are also exempted in Spain 
from payment of registration tax. Some regions have put in place further 
support schemes, such as a bonus of up to 75% on the tax on mechanical 
traction vehicles in Barcelona and Madrid, discounts on highway tolls in 
Catalonia or financial help for purchase of new taxis in Madrid. 

Finally, methane vehicles will be allowed to enter the “Madrid Central” 
zone, a large area of 480 hectares where traffic will be restricted and 
pedestrians, bicycles and public transport will be favored. 

FRANCE CNG cars do not benefit from the “ecological bonus” but they do 
benefit from other support. When shifting from a diesel vehicle which was 
put on the road before 1st January 2006, a person purchasing a methane 
powered vehicle (with emissions lower than 110 g/km) will benefit from  
a bonus of 500€ to 1000€. 

In 2017, a company investing into CNG or LNG trucks benefited from 
specific tax breaks, for amortizing its investments. Depending on the 
French region, there is also a tax exemption on the registration document 
of up to 100% is applicable for CNG and LNG vehicles. 

More recently, the car industry has also played a crucial role in 
incentivizing the purchase of CNG vehicles. Volkswagen rewarded buyers 

with a bonus of up to €2,000 when they switched to a CNG vehicle before 
the end of March 2018. 

This was additional to the “scrapping premium” obtained from 
exchanging a Euro 1- 4 diesel for another car. In the US, oil companies are 
also entering the game, with Total participating in a scheme to support 
the switch from diesel to LNG trucks. As mentioned previously, the market 
could evolve differently for heavy duty vehicles. 

According to NGVA, the lobby group representing methane vehicle 
interests, methane-powered truck sales increased by 15% in 2017.  
The haulage market is more price sensitive to prices than the passenger 
car market. Given that many countries have (partially) exempted CNG and 
LNG from fuel taxation and provide purchase subsidies, a shift to CNG/LNG 
for trucking could be economical for hauliers when in particular when oil 
prices are high. However this price difference is artificial and not justifiable.

 VEHICLE MANUFACTURERS FOCUS ON CNG/LNG? 
Different vehicle manufacturers have different strategies to reduce 

the emissions of their new vehicle fleet. FIAT and IVECO are examples of 
companies with a focus on CNG/LNG. 

Volkswagen is a much larger company which invests heavily in battery 
electric (40 bn in investments announced) but is putting efforts also in 
promoting CNG. 

SEAT is strongly pushing for CNG, they plan 5% of this year's sales to be 
CNG-petrol dual fuel cars (or “hybrids”) and increasing to 10% of the sales 
in 2020. The president of SEAT considers CNG as a “long-term alternative”. 

Looking at 2017 new car sales data from the EEA240, FIAT sold 32% of new 
CNG vehicles in the EU, the VW group 64% and the rest were sold by Opel 
(2.5%) and Mercedes (0.5%). 

Thus the methane vehicle market in the EU is close to a duopoly. However, 
if FIAT’s CNG strategy is designed to help it meet the EU’s CO2 targets, the 
plan is not working. 

FIAT is currently on a trajectory to miss its 2021 CO2 reduction targets 
(which means it will have to pay fines) while most European car makers 
are on track. 

Fiat has since then adopted a stronger push for electrification, and aims 
at having less than half of vehicles fully combustion-powered by 2025 “as 
gas and diesel give way to hybrid, electric and fuel-cell drivetrains”. 

Within the VW group, Audi is also promoting the use of power-to-
methane in transport. It has started a test plant which can provide energy 

for 1500 vehicles annually and sees it as a potential way of decarbonising 
the transport sector.

The power-to-methane process is very inefficient and would require vast 
amounts of new renewable electricity to be installed. On the heavy duty 
side, Scania, Volvo, Iveco and Mercedes have LNG vehicles in their model 
ranges, with an aim to provide a decarbonisation option.

All four brands are separately owned, showing that the heavy duty sector 
is looking into LNG. In their view, LNG is a path towards zero emissions, as 
Volvo states on the website introducing its new LNG truck. However, the 
industry is not looking into decarbonising the fuel itself, but just highlights 
the possibility of using renewable LNG, a fuel which currently costs around 
10 times more than fossil LNG.

 CONCLUSION
The economics of gas in transport The business case for gas in transport 

depends almost entirely on (fuel) tax breaks, subsidies and public support 
for infrastructure. 

Faced with declining demand for its product in other sectors and 
significant expansion of production over the last years, the gas industry 
has a strong interest in creating a new market for methane in transport. 
But without the generous support of governments, that market would not 
exist. 

EU domestic fossil gas production is declining (rapidly in the case of the 
Netherlands) and the EU is increasingly dependent on imports in particular 
from Russia and Qatar. 

Creating a new market for fossil gas in transport will increase the EU’s 
energy dependence. In conclusion, it is hard to see meaningful benefits 
accruing from a shift to methane that cannot be in most cases better 
achieved by other technologies. 

Zero emission (capable) technologies including hydrogen and electric 
cars, trucks and vessels are already on the market or are soon coming 
to the market. Improvement in technology and costs are making these 
technologies increasingly attractive and economical. Based on all of the 
above elements continued support for the expansion of methane as  
a transport fuel cannot be justified.

Source:  From “CNG and LNG for vehicles and ships - the facts” of the 2018 
European Federation for Transport and Environment AISBL


