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Abstract

Background: The rapid rise of electric vehicles (EVs) in South Africa has sparked two competing fiscal narratives: one calling for alternative taxation mechanisms to offset declining fuel-related revenues, and the other advocating for expanded tax incentives to accelerate adoption.

Aim: To examine the current tax position of EVs for consumers and to explore potential legislative changes that may affect their taxation in South Africa.

Setting: Uncertainty exists in South Africa regarding the current tax position for EV consumers and potential legislative responses, creating a need for evidence to guide policy.

Method: A qualitative exploratory approach was adopted. Ten semi-structured interviews were conducted with tax experts and analysed using thematic analysis, supported by a document analysis of the current tax framework.

Results: Electric vehicles provide savings on fuel and carbon-related levies; however, higher import duties, purchase prices (increasing value-added tax [VAT] and ad valorem tax) and electricity levies offset some of these benefits. Although declining fuel revenue is a concern for the National Treasury, practical, administrative, ideological and socio-economic constraints limit the feasibility of additional taxes or consumer-side incentives. Short-term EV adoption is expected to remain modest due to electricity supply constraints, a carbon-intensive energy mix, limited charging infrastructure, high costs and geographic factors.

Conclusion: South Africa’s economic, fiscal, and infrastructural realities necessitate a distinctly context-specific approach to EV taxation.

Contribution: The clarification of the current tax position of EVs and potential legislative changes extends knowledge of South Africa-specific barriers and provides evidence to guide policy that supports adoption while safeguarding government revenue.
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Introduction

Background

In contrast to jurisdictions that deploy tax incentives to accelerate electric vehicle (EV) adoption, South Africa faces distinct economic, fiscal and infrastructural challenges that create tension between environmental ambition and revenue sustainability, which necessitates a context-specific approach to EV taxation. Globally, tax incentives have been central to early EV adoption, with countries such as China, the United States and members of the European Union implementing purchase incentives, subsidies and even bans on internal combustion engine (ICE)-only vehicles. Yet, as EV markets mature, these measures are increasingly being phased out due to their fiscal burden, estimated at more than USD 400 billion worldwide in 2022, underscoring the importance of sustainable, context-specific approaches in South Africa (International Energy Agency [IEA] 2023). Electric vehicles currently account for an estimated 30% – 40% of the global vehicle fleet (Western Cape Road Use Charge 2025). In South Africa, the anticipated growth in EV adoption (Bharadwaj 2023; Malinga 2025) and the resulting decline in petrol and diesel consumption are expected to significantly reduce government revenue collected from fuel-related taxes, including the fuel levy, Road Accident Fund (RAF) levy and carbon tax (Dane, Wright & Montmasson-Clair 2019; Planting 2022). Projections suggest that by 2040, fuel tax revenue per vehicle could decline by as much as 48%, which may pose a substantial challenge to the country’s traditional model of road infrastructure funding (Western Cape Road Use Charge 2025). This revenue loss from fuel-related taxes is unlikely to be offset by equivalent taxes on electricity, the primary energy source for EVs, thereby implying support for consumer adoption (Dane et al. 2019). South Africa might follow the global trend of encouraging EV adoption, particularly given their greater energy efficiency, reduced local air pollution and lower carbon dioxide (CO2) emissions, all of which align with national climate change objectives (Bharadwaj 2023; Mateko 2024; National Association of Automobile Manufacturers of South Africa 2023; Yan 2018). Policy incentives, such as reducing import duties on EVs, which are currently as high as 25%, as well as ad valorem tax and value-added tax (VAT), could facilitate broader adoption by addressing a key market barrier (Barnes et al. 2021; Bharadwaj 2023; Department of Trade, Industry and Competition [DTIC] 2021; Labuschagne 2025; Mateko 2024). However, South Africa will need to explore alternative funding methods for road infrastructure as fuel-based tax becomes less viable. One proposed solution is to introduce a road use charge based on the distance travelled by vehicles (Western Cape Road Use Charge 2025). Uncertainty currently exists in the South African context regarding the tax position for EV consumers and potential legislative responses. Against this backdrop, this article reports on a study that examined the current tax position of EVs for consumers and explored potential legislative changes that may affect the taxation of EVs in South Africa. To address this aim, two research objectives were formulated:


	To analyse and compare the tax implications of transitioning from ICE vehicles (petrol and diesel) to EVs, with a focus on the current taxation framework applicable to each vehicle type.

	To explore the possibility of the National Treasury introducing new legislation or policy measures that may either impose alternative forms of taxation on the use of EVs or extend existing tax incentives to promote their adoption.



This examination of the tension between fiscal sustainability and environmental transition in South Africa clarifies the current tax position of EVs and the likelihood of legislative change, thereby providing evidence to guide policy that supports adoption while safeguarding government revenue and informing decision-making around the transition to EVs.

Context of the phenomenon under study

The global automotive industry is undergoing a profound transformation, arguably one of the most significant since its inception nearly a century and a half ago (DTIC 2021, 2023). This change is driven by the urgent need to reduce carbon emissions in response to the worsening climate crisis (DTIC 2021; GreenCape 2023; Tongwane & Moeletsi 2021). Around the world, both governments and consumers are exerting increasing pressure on automakers to transition towards cleaner alternatives, including EVs (DTIC 2023; Yan 2018). In a bid to meet ambitious climate targets, such as net-zero emissions by 2050, several major markets, including the European Union (EU) and the United Kingdom (UK), have committed to ending the sale of new ICE vehicles from 2035 (Cokayne 2023; DTIC 2023; GreenCape 2023; Woosey 2023). The global rise in EV adoption has been fuelled by government support in the form of tax incentives and direct financial assistance to both producers and consumers (DTIC 2023; Yan 2018). On the consumer side,1 tax incentives offer an important and effective mechanism for promoting EV adoption and have been widely implemented through vehicle taxation policies across the globe (Mateko 2024; Yan 2018). Heavy taxation of petrol and diesel, combined with relatively low electricity taxes, results in lower energy costs for EVs compared to ICE vehicles in Europe (Yan 2018), which suggests that EV adoption is further encouraged by the decision not to impose compensatory taxes on EVs, despite the associated decline in fuel tax revenue. South Africa is also committed to aligning with the global shift towards electric mobility, with government policy explicitly aiming to ensure that the country participates in the transition from ICE vehicles to EVs and recognising the need for change at the consumer level (Bharadwaj 2023; Cokayne 2023; DTIC 2023; Laurence 2023). South Africa could support EV adoption directly by reducing consumer-side taxes; however, Bharadwaj (2023) contends that this may not be a realistic option for a developing country. The transition to EVs in South Africa is shaped by a two-phased policy approach. In the first phase, the government’s focus is on establishing local EV production and boosting exports rather than encouraging domestic sales through consumer incentives (Cokayne 2023; Laurence 2023). With the release of the government’s Electric Vehicles White Paper on 04 December 2023, the Minister of the DTIC stated that stimulating local demand will only be addressed during phase two of the EV strategy, which may take 7–8 years to materialise (Woosey 2023). As a result, the government has decided not to reduce the current 25% import duty on EVs, which remains higher than the 18% duty on ICE vehicles. While the automotive industry has consistently lobbied for lower EV import tariffs to help reduce retail prices, the Minister of the DTIC maintains that changing customs duties now would have little impact on manufacturing and is not ‘smart’ given current electricity constraints (Labuschagne 2025; Laurence 2023). However, the matter will be revisited, with ongoing engagement with the industry to determine the optimal time to adjust import duties on EVs (Cokayne 2023; Laurence 2023). The decision to delay stimulating the local EV market is underpinned by the following key challenges (Cokayne 2023; Woosey 2023):


	The threat of load shedding and power shortages limits the grid’s ability to support a growing fleet of EVs without worsening the energy crisis.

	The country’s fossil fuel-heavy energy mix reduces the environmental benefits of EVs, as the electricity used to charge them still generates significant carbon emissions.

	Electric vehicles’ charging infrastructure remains in its early stages, with concerns about standardisation and compatibility among privately developed charging systems.



Despite the current lack of consumer incentives, the minister acknowledged that EVs are significantly more expensive than ICE vehicles, by between 20% and 50%, but suggested that this price difference may decline over time. He noted that early adopters often justify the investment based on the lower total cost of ownership, thanks to reduced fuel costs (including fuel-related taxes) and maintenance costs (Laurence 2023). Action points to review tariffs on EVs were included in the Clean Trade and Investment Partnership agreement between South Africa and the EU, launched in March 2025, as part of the broader EU Economic Partnership Agreement, which governs trade matters, including customs duties. In parallel, a South African non-profit organisation advocating for zero-emission transport, Electric Mission, has been engaging with EU stakeholders to address the current disparity between the 18% import duty on ICE vehicles and the higher 25% duty imposed on EVs (Labuschagne 2025). At this stage, EV consumers benefit from not having to pay fuel-related taxes. The Electric Vehicles White Paper notes the expected decline in tax revenues from fuel-related taxes and states: ‘An assessment of alternative mechanisms for tax revenues to replace the fuel levy, if necessary, will be considered as part of the regulation review’ (DTIC 2023:46). Against this evolving fiscal and policy backdrop, there remains uncertainty regarding the current tax position of EV consumers and the likelihood of legislative change, which warrants empirical investigation.

Methods

An in-depth exploration of EV taxation was required (Babchuk 2020; De Villiers, Dumay & Maroun 2019). Qualitative methods were deemed most suitable, as they offer a more nuanced and comprehensive understanding of EV consumers’ realities regarding taxation that would allow for the construction of a holistic picture, which might be obscured by purely quantitative approaches. To address the study’s aim of examining the current tax position of EVs and exploring potential legislative changes, a qualitative research design was adopted (Babchuk 2020). To ensure methodological triangulation (Erikson & Kovalainen 2008) and enhance the credibility of the findings (Bloomberg & Volpe 2016), two distinct qualitative methods were employed, namely document analysis and semi-structured interviews.

To analyse and compare the tax implications of transitioning from ICE vehicles to EVs (Research Objective 1), a document analysis was selected (Bowen 2009). Doctrinal research focuses on the rules and principles that govern a discipline and is well suited to contexts in which professional practice is guided by established doctrines, such as taxation (Coetsee & Buys 2018; Hutchinson & Duncan 2012; eds. Knight & Ruddock 2009; ed. McConville 2017; Van Wyk & Coetsee 2020). It involves analysing authoritative sources, including legislation, case law and formal standards, to describe, interpret and critically assess their relevance and adequacy within the broader legal and policy landscape (Coetsee & Buys 2018; Hutchinson & Duncan 2012). For this study, the documents analysed included the Customs and Excise Act, No. 91 of 1964, the VAT Act, No. 89 of 1991 and prior literature on the taxation of EVs, including government policy papers, academic sources (theses and peer-reviewed articles), industry reports, market commentary relevant to South Africa and, where appropriate, comparable international contexts. Sources were selected based on their relevance to the study’s aim (Morgan 2022), namely, the examination of the current tax treatment of EVs and potential legislative reforms. The selection of the documents was also guided by the four factors identified by Flick (2018), namely authenticity, credibility, representativeness and meaning.

The researcher employed a systematic approach to review and interpret these documents, aiming to derive meaning, enhance understanding and generate empirical knowledge (Bowen 2009; Corbin & Strauss 2008; Morgan 2022) on the tax implications of transitioning from ICE vehicles to EVs. The document analysis process, as outlined by Hutchinson and Duncan (2012), began with a contextual understanding and the identification of specific taxes applicable to the South African automotive market. These include customs duties, VAT, environmental levies, ad valorem tax, fuel levies and RAF levies. The Customs and Excise Act was examined with particular attention paid to the relevant schedules, parts, chapters and paragraphs directly applicable to the importation and taxation of vehicles. A review of the role of taxation in shaping EV adoption in South African and international academic literature, policy papers, journal articles, industry reports and market commentary was conducted to interpret the legislative framework. The legal and policy elements were synthesised to provide an understanding of how the current legislative environment impacts the taxation of EVs. The analysis included comparisons between the treatment of ICE vehicles and EVs. Based on this analysis, conclusions were drawn regarding the current tax advantages associated with EVs and the potential risks posed by future legislative changes.

The most effective way to explore the possibility of the South African Revenue Service (SARS) introducing new legislation that may either impose alternative forms of taxation on the use of EVs or extend existing tax incentives (Research Objective 2) was to consult tax experts, as indicated by Myers (2009). Professionals with in-depth knowledge of tax legislation and practical experience with the interpretation, application and the evolution of tax policy in South Africa were purposively selected to be part of the population under investigation. This selection criterion also included individuals from multinational and regional tax practices, smaller consulting firms and corporate tax departments. Geographically, participants are based in both large, industrialised cities and smaller towns. This diversity ensures that the study captures a range of perspectives beyond technical expertise, thereby strengthening the validity of the findings. Online semi-structured interviews were employed to gain rich and in-depth information (Polkinghorne 2005; Ryan, Coughlan & Cronin 2009) from tax experts regarding their experiences with tax legislation, their insights into potential legislative changes that affect EVs and their perspectives on how SARS might adapt tax policy in response to the growing shift from ICE vehicles to EVs.

Institutional permission and informed consent were obtained from the firms and the tax experts who agreed to participate prior to the interviews. A total of 10 participants (referred to as P1 to P10) were interviewed by the researcher towards the end of 2025 (refer to Table 1 for the sociodemographic characteristics of the participants). Open-ended questions and probes were employed, allowing participants to respond based on their own experiences and in their own words (Ryan et al. 2009). The use of semi-structured interviews enabled the researcher to pursue a series of less-structured questions, explore any spontaneous issues raised by the participants and obtain clarifications as needed. Main questions guided the interview process and allowed the participants to relate their experiences while still encouraging flexibility in responding (Simon, Odendaal & Goosen 2014). The interview guide (refer to Appendix 1) was determined by the aim of the study (Ryan et al. 2009) and informed by concepts identified in the literature (Barriball & While 1994). All interviews were recorded and transcribed to ensure accurate and factual documentation, which resulted in 5 h and 9 min of recordings that yielded 128 pages of data totalling 43 429 words. Field notes were kept during the interviews to record the researcher’s observations and personal thoughts (Creswell & Guetterman 2019).
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The field notes were then utilised to identify new probes for subsequent interviews. Interviews were conducted until data saturation was reached (Dai, Free & Gendron 2019); that is, when no new insights emerged, and additional interviews no longer enriched the descriptions (Bowen 2009; Dai et al. 2019; Twining et al. 2017).

Thematic analysis was used to analyse the data collected through the semi-structured interviews (Braun & Clarke 2006), as it enabled the researcher to recognise and describe themes, patterns and regularities indicated by tax experts regarding their views, opinions and perspectives on the potential future taxation of EVs, the likelihood of legislative changes by SARS and the broader implications for South Africa’s tax system.

Ethical considerations

Ethical clearance to conduct this study was obtained from the Social, Behavioural and Education Research Ethics Committee of Stellenbosch University (No. 33323).

Results and discussion

The findings are discussed in relation to the two research objectives. Firstly, the tax implications of transitioning from ICE vehicles (petrol and diesel) to EVs are analysed and compared. Secondly, an exploration of the possibility of SARS introducing new legislation or policy measures that may impose alternative forms of taxation on the use of EVs or extend existing tax incentives to promote their adoption. The levy and duty rates are based on the applicable taxes and duties in terms of the Customs and Excise Act at the time the study was conducted.2

Tax implications of transitioning to electric vehicles

Taxation applicable only to ICE vehicles, only to EVs or to both ICE vehicles and EVs is presented.

Taxation applicable only to internal combustion engine vehicles

Fuel levy, road accident fund levy and excise duty

Schedule 1, Part 5 of the Schedules to the Customs and Excise Act addresses fuel and RAF levies. Schedule 1, Part 2A of the same Act pertains to specific excise duties on locally manufactured or imported goods of the same class or kind. The fuel levy, RAF levy and excise duty in cents per litre, charged on petrol and diesel, are outlined in Table 2.
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Table 3 provides the context for the effect of combined fuel taxes as a percentage of the pump price. Three time periods are covered: 2023/2024, 2024/2025, and 2025/2026 (the budget periods as defined by the South African National Treasury), as indicated in the Table 3.
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According to the 2025 budget, the estimated revenue outcome of the fuel levy for SARS’s financial year ending 31 March 2025 amounts to R83 104 million (National Treasury 2025).

Environmental levy on carbon dioxide emissions of internal combustion engine vehicles

Environmental levies are specified in Schedule 1, Part 3 of the Schedules to the Customs and Excise Act. Part 3D specifically addresses a levy on CO2 emissions from ICE vehicles. Table 4 includes the environmental levy rates for specific ICE vehicles.
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Taxation applicable only to electric vehicles

Environmental levies are specified in Schedule 1, Part 3 of the Schedules to the Customs and Excise Act. Part 3B specifically addresses a levy on electricity generated. The rate of the electricity levy is 3.5c per kWh.

Taxation applicable to internal combustion engine vehicles and electric vehicles

Customs duty

Under the Customs and Excise Act, customs duties are levied on imported goods. The Schedules to the Customs and Excise Act Part 1 include various percentage duty rates applied to goods traded under different trade agreements and economic blocs. The six agreements included are the General Agreement, the EU/UK, the European Free Trade Association (EFTA), the Southern African Development Community (SADC), the Southern Common Market (MERCOSUR) and the African Continental Free Trade Area (AfCFTA). Schedule 1, Part 1, Chapter 87 addresses the duties on the import of vehicles, their parts and accessories. Table 5 presents the percentage import duty rates applicable to selected ICE vehicles and EVs, as classified under Schedule 1 of the Customs and Excise Act. The ICE vehicles included in the comparison represent popular categories currently in widespread use in South Africa, such as mid-sized passenger cars and delivery vehicles. These categories were chosen to reflect the most relevant vehicle types for consumers and businesses that are transitioning to electric alternatives. Electric vehicle counterparts were selected based on their equivalent classification by usage and gross vehicle mass (GVM).



[image: SAJEMS-29-6916-T5.jpg]

For mid-sized passenger cars, the import duty rate is the same under four of the trade agreements. Under the EU/UK trade agreement, the import duty for ICE vehicles is 18%, compared to 25% for EVs. This 7% difference in import duties is highlighted by various authors (Bharadwaj 2023; Cokayne 2023; Labuschagne 2025; Planting 2022; Tongwane & Moeletsi 2021) and is regarded as a key market barrier (GreenCape 2023; Labuschagne 2025; Mateko 2024). For delivery vehicles, the duties on the import of ICE vehicles and EVs are the same.

Value-added tax

In terms of Section 7(1)(b) of the VAT Act, No. 89 of 1991, VAT is levied on the importation of goods into South Africa. Section 13(2)(a) stipulates that VAT is payable on imported goods3 at 15% of the total customs duty value (which may differ from the actual purchase price), plus 10% of the customs duty value, plus any non-rebated customs duty payable and any import surcharges. If the importer is a VAT vendor and the imported goods are to be used or supplied in the course of making taxable supplies, the importer, not being the final consumer, will be able to claim the input VAT paid. The VAT paid on the importation of goods will therefore only result in a cost for the importer if that person is the final consumer. This is the case if the importer is a non-vendor or if they are a VAT vendor to the extent that the imported goods will not be used in the course or furtherance of their enterprise (Stiglingh et al. 2023). The VAT levied (i.e. the percentage) will be the same for ICE vehicles and EVs; however, because EVs generally have higher purchase prices than their ICE counterparts, the actual VAT amount payable on EVs will be correspondingly higher, which will result in a greater tax burden for consumers despite the uniform rate.

Environmental levy on tyres

In Schedule 1 to the Customs and Excise Act, Part 3E, the environmental levy on tyres is R2.30 per kilogram net for all tyre types specified in this Schedule. This means the tax effect on ICE vehicles and EVs will be the same for this levy.

Ad valorem tax

In terms of the Customs and Excise Act, Schedule 1, Part 2B, ad valorem tax is levied on locally manufactured goods and on imported goods of the same class or kind. Vehicles (including ICE vehicles and EVs) imported into South Africa are taxed using the following formula: the excise value (invoice price) multiplied by the duty rate. The rate of duty is calculated as a percentage (i.e. 0.00003 multiplied by the transaction value of imported goods plus 15%, plus any non-rebated customs duty payable minus 0.75 percentage points). The calculated percentage is capped at 30%. The ad valorem tax formula applies equally to both ICE vehicles and EVs; however, as with VAT, the typically higher purchase prices of EVs compared to their ICE counterparts result in a higher ad valorem tax liability. Consequently, consumers who purchase EVs will face a greater tax burden, even though the same tax formula is applied to both vehicle categories. From a tax perspective, there are tax savings from using EVs due to the absence of fuel-related taxes (including the fuel levy, RAF levy and excise duty) and the environmental levy on CO2 emissions. However, the higher import duty (25% compared to 18%) when importing EVs under the EU/UK trade agreement needs to be considered. In addition, although the VAT rate and the ad valorem formula applied are the same for ICE vehicles and EVs, the actual tax payable on EVs will be higher because EVs generally have higher purchase prices. It should also be noted that EVs are indirectly affected by the electricity generation levy, which influences overall costs.

Exploring potential legislative changes that may affect electric vehicles

The analysis of the interview transcripts revealed seven key themes related to potential legislative changes affecting EVs. These themes are discussed in the following subsections. Within these themes, participants expressed both convergent and divergent perspectives, depending on the specific policy domain under consideration, including fiscal policy responses, tax design options, incentive structures and broader contextual constraints. The following subsections present each theme in turn, highlighting areas of consensus as well as points of divergence where relevant.

The National Treasury’s decision-making framework and the feasibility of alternative electric vehicle taxation

The participants identified several competing fiscal and policy considerations that would influence the National Treasury’s decision on whether to introduce new taxes or revise existing ones for EVs. On the one hand, South Africa’s membership of the G20 and its commitment to international environmental objectives create strong incentives to ‘go greener’, attract investment and support the economy (P8; P10). On the other hand, practical challenges, particularly the potential loss of revenue from fuel-related taxes, weigh heavily, as the National Treasury must ensure that the budget balances (P4; P8; P10). Consequently, the anticipated revenue loss from fuel-related taxes is a primary factor that drives the National Treasury’s consideration of additional taxes (P1; P4; P5; P6; P7; P8; P9; P10), thus making reliable data on such losses essential (P7). In assessing incentives, the National Treasury should also consider the success rates of similar measures in other countries (P7). The participants agreed that the National Treasury undertakes research before implementing significant tax or policy changes (P5; P7; P9). This research often includes international comparative studies; however, it is typically conducted at a high level, with limited transparency regarding the underlying data (P7). Regarding potential EV tax changes, the participants indicated that the National Treasury would likely adopt a similar research-driven approach (P5; P10). Nevertheless, EV taxation was not perceived as a current priority (P5; P6), given the National Treasury’s capacity constraints and focus on more pressing fiscal matters: ‘this is not their core focus at the moment’ (P5); ‘I don’t think it’s such a big topic … at the moment … I think they’ve got bigger fish to fry’ (P4); and ‘it’s going to take a very long time’ (P10). In addition, when the National Treasury does get around to conducting the research, ‘the source data is probably going to be in Europe … and the problem is we’re just simply not comparable to them’ (P7). The participants indicated that it is legally and administratively possible for the National Treasury to implement an alternative taxation model for EVs (P1; P2; P5; P7; P8; P9; P10), as reflected in the view that ‘if they’re going to try and enforce it [an additional tax], they’re going to enforce it’ (P1). However, considering practicality, the participants agreed that the administrative requirements and compliance costs would likely undermine its viability, as the revenue generated would not, for the foreseeable future, justify these costs (P2; P5; P7). P3 further noted that SARS currently lacks the resources to administer an additional tax and would therefore be likely to oppose such a measure unless ‘a significant amount of tax can be generated’. Overall, this theme reflects broad convergence among participants on the fiscal and administrative constraints that shape the National Treasury’s decision-making regarding potential EV taxation, despite competing policy objectives.

The National Treasury’s reaction to anticipated revenue losses

The National Treasury is likely to seek mechanisms to substitute declining fuel-related tax revenues (P1; P3; P4; P9; P10), with the participants reflecting on various possibilities. Most participants suggested introducing additional taxes on EV consumers (P1; P3; P5; P6; P7; P9; P10), while others proposed additional taxation on ICE vehicle consumers (P1; P4). P1 and P4 suggested alternative revenue-raising measures, including increasing the capital gains tax inclusion rate, donations tax and estate duty (targeting affluent individuals) (P1; P4), as well as potentially increasing the VAT rate (P4; P10). In contrast, P6 opposed broad-based tax increases, arguing that policymakers should ‘target the people where they lose funds and not tax the other already overtaxed people’, thereby expressing resistance to shifting the burden onto the general tax base. P8 expressed uncertainty about how the gap could be filled by stating: ‘How will they fill the gap? I really don’t know’. This theme reflects divergent perspectives among participants regarding appropriate mechanisms to address anticipated fuel-related revenue losses, and the participants’ suggestions regarding additional taxation on EV consumers and ICE vehicle users are therefore discussed separately to reflect these differing viewpoints. These sub-themes were prioritised due to their prominence in the data, while other isolated suggestions are incorporated within the broader discussion of this theme.

Additional tax on electric vehicle consumers

The participants indicated that the National Treasury may seek to offset declining fuel-related tax revenues by introducing additional taxes on EV consumers (e.g. an upfront levy at purchase, additional licence fees, a road usage charge or additional electricity-based levies) (P1; P3; P4; P5; P6; P7; P9; P10), particularly given the perception that EV owners in South Africa are generally higher-income earners (P1; P7). If an additional tax is introduced, it should be an indirect tax (e.g. included in the licence fee) (P7; P8), so that the public is largely unaware of paying it, as P8 noted: ‘It is almost a hidden tax’. P7 compared an upfront levy at purchase with annual additional licence fees, noting that consumers are more accepting of smaller, recurring charges than a large one-off payment. An annual licence fee also entails a lower administrative burden (P7; P8) and integrates more seamlessly into the existing system (P7). However, these fees would be collected provincially, whereas the National Treasury would likely want the revenue to flow into its coffers. Provincial collection may therefore be more practical for a road usage charge, given that the Western Cape is likely to have more EVs than Limpopo (P7). Electric vehicles are substantially heavier and may contribute disproportionately to road damage, which potentially justifies the introduction of higher licence fees or a toll on EVs to recover infrastructure costs (P2; P4). However, P4, P5, and P8 highlighted practical challenges in implementing such tolls. P5 suggested that toll gates may not be effective because the widespread road network would require adding more toll gates and dedicated lanes, and recommended that an alternative method of taxing EVs should be considered. P2 suggested that any additional EV taxation would likely be ideologically motivated rather than practically justified. P2 further characterised such measures as unrealistic, questioning their administrative feasibility and arguing that SARS may lack the capacity to implement them effectively. P5 and P10 argued that imposing additional taxes on EVs is counterproductive, as the National Treasury is meant to encourage uptake to make South Africa greener. P5 explained:


‘There will be pushback … you want us to be greener, that is the policy, but at the same time you’re taxing us for the use thereof. I mean, why would we adopt this at all?’ (P5)



P5 described it as ‘a bit of a Catch-22; you want to incentivise this, but you don’t want to … lose the tax’. P2 also questioned whether EV adoption would result in a significant fiscal loss and argued that increased electricity consumption would generate additional VAT revenue and that any perceived shortfall may be overstated. P1 stated that environmentally motivated consumers may be willing to incur higher costs to align with their environmental values. P10, however, disagreed by stating that:


‘I don’t think there’s a lot of South Africans … that will just buy the EV to feel better about themselves. It’s going to have to be a rand-and-cent calculation.’ (P10)



P8 and P10, sharing P5’s sentiment, emphasised that policymakers must balance taxation so it does not discourage adoption.

Additional tax on internal combustion engine vehicle consumers

P10 argued that the National Treasury should not tax EVs and stated that this ‘would go against the whole aim of trying to reduce our carbon footprint’, and instead suggested that additional taxation should target ICE vehicle users, where higher CO2 emissions originate. While this approach aligns with the objective of promoting greener behaviour, P7 questioned its practical feasibility in the South African context and cited a disconnect between international policy ambitions and domestic implementation realities. Furthermore, the participants cautioned that such measures would increase public transport costs, particularly taxi fares, which would disproportionately affect lower-income communities who rely on these services (P1; P2; P4; P6; P7; P8; P10). P10 noted that higher fuel levies would affect the broader transport sector, including road freight, likely leading to higher food prices and the overall cost of living. In the South African context, where the poorer majority constitutes a significant voter base, the participants predicted strong pushback and a heightened risk of social unrest, especially if policy reforms are perceived as redistributive in reverse and burden those who cannot afford to transition to EVs, including taxi operators (P1; P2; P4; P6; P7; P8; P10). As P1 explained, you cannot necessarily just penalise petrol usage if you still have 80% of the population using taxis, etc., to give something to someone who wants to drive a nice car and feel better about themselves because it is an environmentally friendly car. A possible solution is the provision of alternative public transport, such as reliable rail services, to mitigate the impact of increased fuel taxes on taxi-dependent commuters (P1). It is reasonable to conclude that using increased fuel-related taxation to offset anticipated revenue losses may not be the most viable route for the National Treasury, given the social, economic and practical constraints in the South African context (P1; P2; P4; P6; P7; P8; P10).

Possibility of incentives for electric vehicles

P5 indicated that the National Treasury has demonstrated a willingness to respond to technological or industry shifts through targeted tax incentives. P3, P5 and P8 referred to incentives introduced in the renewable energy sector, including a limited rebate for individual taxpayers installing rooftop solar panels and more extensive incentives for businesses, such as accelerated wear-and-tear allowances for renewable energy assets (P5). The participants explained that the uptake of tax incentives is minimal (P7; P8) due to onerous compliance requirements and administrative burdens (P6; P7; P10). They noted that it is ‘near impossible’ to provide SARS with the required supporting documentation (P10), with compliance costs often outweighing the tax benefits obtained (P7). P7 further highlighted a disconnect between the National Treasury’s policy intentions when designing incentives and the manner in which SARS applies them in practice, which results in incentives failing to achieve their intended objectives. As a result, incentives were viewed as ineffective, with some participants suggesting that the complexity of the system may discourage participation altogether (P6; P7; P10). P7 suggested that this complexity may be deliberate, with the effect of discouraging participation. The participants highlighted several considerations regarding the potential for SARS and the National Treasury to provide incentives for EV adoption. The latter is not particularly motivated by environmental objectives (P2; P4; P5; P6; P7; P8), with P2 noting that ‘the only time when they want to keep things green is when they want money from the EU; otherwise, it’s not really of consequence’. According to P5:


‘If the only benefit is renewable, more green economy, it’s difficult to think that Treasury will [implement an incentive], because they do want to see some form of financial benefit.’ (P5)



P10 agreed by stating that the cost of going green is just too high. If the National Treasury decides to provide an incentive and effectively forgo some revenue, the revenue will likely be made up elsewhere (P1). Incentives could take several forms, including credits or rebates (P1; P3; P6) or accelerated wear-and-tear deductions (P1; P3; P4). Incentives may be calculated as a percentage of the vehicle cost or based on the carbon emissions saved (P3). Other mechanisms to promote EV adoption include reducing import taxes and VAT (P2; P4; P9). Additional strategies include incentivising EV rentals rather than purchases, which will allow consumers access at a lower cost while generating revenue for SARS through VAT and lessor income (P3). The participants also discussed carbon credit incentives, whereby EV owners could sell carbon credits to companies that pay a carbon tax, creating a financial benefit for the EV owner even after taxation (P3). Most incentives are prone to abuse or misuse (P5) and therefore include a sunset clause (P3; P5; P7), which means that any incentive for EVs is likely to be short-term in nature (P6). P5 also noted that the economy and fiscus cannot currently afford long-term incentives. Providing incentives to adopt EVs will also encounter ‘pushback from your oil industry … because they will try and push people not to take up these vehicles’ (P4). The National Treasury’s willingness to provide incentives is contingent on the potential to generate additional revenue (P3; P5; P8), such as income tax, VAT or import duties from EV sales (P3). If implemented effectively, these incentives could increase demand, stimulate local manufacturing, create employment and expand the tax base (P3; P9), resulting in a potential ‘win-win scenario’ (P3). Given the higher cost of EVs compared to ICE vehicles, the participants suggested that incentives must be significant enough to make switching attractive to consumers (P2; P3; P8; P10). P3 and P5 also emphasised that incentives typically involve substantial administrative and compliance requirements, which may further discourage uptake. At this stage, considerable uncertainty remains regarding the design and implementation of any incentive, including how it would be structured, calculated and administered (P3). Currently, there is no incentive as the National Treasury might not be seeking to encourage EV adoption (P4; P6; P7). As P8 observed, ‘Incentivising you to use a vehicle that reduces [their] revenue [collection] is quite unlikely’. This view reinforces Bharadwaj’s (2023) argument that, given South Africa’s developmental and fiscal constraints, providing consumer-side tax incentives for EV adoption may not constitute a realistic policy option. The participants reflected on the government’s current strategy of focusing on EV production and providing manufacturing incentives (P1; P2; P3; P5; P7; P9). Incentivising production makes economic sense, as it creates jobs and attracts foreign direct investment in South Africa, rather than primarily benefitting affluent EV buyers (P1; P3; P5; P7; P9). This approach may also indirectly promote consumer adoption, because higher local supply could reduce prices and make EVs more affordable (P3; P5). P5 contended that the National Treasury should not view the anticipated decline in fuel-related tax revenue in isolation, as manufacturing incentives may broaden the overall tax base by stimulating economic growth and employment, and ultimately generating additional tax revenue that could offset or even exceed the shortfall from reduced fuel levies (P5). This theme reflects limited but conditional support for EV-related tax incentives, constrained by fiscal pressures, administrative complexity and competing policy priorities in the South African context.

Anticipated legislative change and decision-making risk

The participants were asked to comment on whether logistics companies should rely on the current tax treatment of EVs when making fleet replacement decisions. In particular, the question explored whether a company that concludes, based on existing tax incentives and perceived tax savings, that transitioning to EVs is economically viable should proceed or whether such decisions should be approached cautiously due to the possibility of future legislative or policy changes. The participants indicated that they did not expect a change in tax policy in the near future (P1; P2; P4; P5; P6; P7; P8; P9): ‘There is nothing in the short term that we’ve seen from discussions by Treasury stating that there are either incentives or taxes on the way’ (P5). They therefore advised that logistics companies could proceed with fleet replacement decisions where the transition to EVs is currently economically justified (P1; P2; P4; P5; P6; P7; P8; P9). P1 explained:


‘If you do your maths and you see … I’m going to save R80 000 per truck … because I’m not paying petrol levies, doing it now is a good idea.’ (P1)



The participants further noted that logistics companies could reassess their fleet composition should additional taxes be introduced in the future (P1; P3). This view was informed by the relatively short useful life of transport vehicles, typically estimated at between 3 years and 5 years, which the participants felt allowed for a degree of flexibility in responding to future policy changes (P1; P3; P10). P4 summarised:


‘If you’ve done your number crunching, and it works out that it is cheaper to go electric, to go for it now while SARS is almost like still asleep and when they wake up, then you have to go back to the drawing board … Maybe they never wake up, or maybe they wake up in 10 years’ time from now, but at least you’ve had the cost saving for 10 years.’ (P4)



P5 added that it could go either way and that if they ‘go incentive … then you’re ahead of the curve’.

South African context

The participants generally did not anticipate large-scale EV adoption in South Africa in the short term and consequently viewed any potential short-term loss of fuel-related tax revenue as minimal and overstated (P2 to P10) (‘the revenue loss is going to be minimal’ [P7]). The National Treasury should focus on existing structural challenges in the tax system, such as compliance and tax evasion, rather than speculative revenue loss from fuel-related taxes (P7). Low EV adoption in South Africa is attributed to high costs that incentives alone are unlikely to overcome, particularly in a country with significant income inequality (P1 to P10). Limited electricity supply and ongoing power shortages further constrain adoption, as households and businesses may not have reliable access to the energy needed to charge EVs (P1; P6; P8) (aligning with Laurence 2023). Another contributing factor is the long distances between towns in South Africa and the time required to charge an EV (P2; P3; P8). P2 elaborated: ‘[I]n a country … where there is fair distances between towns, I don’t think it is realistic that the take-up on EVs would be significant’. P2 also remarked:


‘Wealthy people may have an electric car, but they also have a combustion engine car. So, we’re probably going to go to hybrids more and more … they may use less fuel, but they’re still going to use fuel.’ (P2)



P5 similarly noted that many households will likely maintain one EV alongside a conventional vehicle for longer trips. In addition, current infrastructure does not provide sufficient charging stations to support widespread EV adoption (P3; P4; P5; P8; P10), and even when more stations are built, they will probably be stolen (P4; P10). In the South African context, increased EV use may not reduce emissions as intended, because limited electricity generation capacity and poorly maintained power plants mean that additional demand is likely to be met by burning more coal and diesel, which undermines the environmental benefits of EV adoption (P6; P8). Overall, this theme reflects the consensus that structural constraints in South Africa are likely to limit short-term EV adoption and fiscal impact.

Conclusion

The anticipated transition to EVs in South Africa reflects a complex fiscal balancing act between sustaining government revenue and advancing environmental objectives. To address the uncertainty in a context where no prior empirical analysis has combined tax policy review with expert perspectives, this study clarifies the current tax position of EVs for consumers and discusses possible legislative considerations raised by experts, while noting that significant changes appear unlikely in the short term. From the perspective of the current tax position, EVs save on fuel- and carbon-related levies, but these benefits are partly offset by higher import duties, purchase prices (which increase VAT and ad valorem taxes) and electricity generation levies, so their overall tax burden remains influenced by these costs. Regarding potential legislative changes, the participants highlighted several factors that may influence the future taxation of EVs. Consistent with existing literature (Malinga 2025), the participants emphasised the unique context of South Africa and identified electricity supply constraints, a carbon-intensive energy mix and limited charging infrastructure as key barriers to EV adoption (see also Cokayne 2023; Woosey 2023). The findings extend previous work (Cokayne 2023; Woosey 2023) by highlighting other challenges specific to South Africa, including high vehicle costs, long travel distances, charging time constraints, infrastructure security concerns, significant income inequality and severe fiscal constraints (characterised by limited revenue-raising capacity and significant competing public expenditure demands). The unique South African context, therefore, provides a compelling explanation for why additional taxation of EVs would be impractical at present, as such measures would further increase already prohibitive upfront costs. At the same time, increasing the tax burden on ICE vehicle users is equally constrained, given the country’s socio-economic profile, where the majority of consumers remain dependent on ICE vehicles for mobility. Similarly, while fiscal incentives are frequently used internationally to stimulate EV adoption, their effectiveness in South Africa would require substantial subsidisation to offset high acquisition costs. This approach would be difficult to reconcile with current fiscal limitations and competing budgetary priorities. The South African context also accounts for the relatively low rate of EV adoption and suggests that, in the short- to medium-term, concerns regarding significant erosion of fuel-related tax revenues may be overstated. Current adoption levels are insufficient to pose a material threat to fuel levy collections. Should EV uptake increase substantially in the longer term, thereby affecting fuel-related revenue streams, participants noted and suggested a few mechanisms as possible options for sustaining fiscal revenue. These include the introduction of an upfront levy at the point of purchase, higher annual vehicle licence fees, distance-based road user charges or electricity-based levies linked to EV charging. It is recommended that logistics companies confidently replace their fleets with EVs when economically justified, while retaining the flexibility to review decisions should new taxes be introduced. The National Treasury, in turn, should continue to support manufacturing incentives and prioritise addressing structural tax challenges (e.g. compliance and tax evasion), rather than reacting prematurely to potential future revenue losses from fuel-related taxes. The government’s production-focused strategy thus seems to represent a pragmatic means of balancing revenue sustainability, industrial development and the longer-term transition to electric mobility. This study is limited in that the expert interviews synthesise participants’ perspectives without independent verification or empirical testing. While the suggestions offered provide valuable insights, they should be interpreted as expert opinions rather than definitive evidence of legislative or fiscal outcomes. While South Africa may seek to align with global decarbonisation trends, its economic, fiscal and infrastructural realities necessitate a distinctly context-specific approach to EV taxation. Insights into the South Africa-specific barriers provide evidence to guide policy that balances revenue, adoption and environmental objectives. Although some findings may appear intuitive, the South African tax and fiscal implications of EV adoption remain underexplored in the academic literature. This study, therefore, contributes by providing a structured, evidence-based assessment of expert perspectives within the South African context, helping to reduce uncertainty regarding the likely trajectory of EV-related tax policy. More specifically, it can inform decision-making about transitioning to EVs by highlighting current and potential tax savings and the likelihood of future tax changes.
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Appendix 1

The following interview guide was used to conduct the semi-structured interviews. The questions were formulated to ensure that rich, descriptive data on tax experts’ views, opinions and perspectives regarding the potential future taxation of electric vehicles (EVs) and the likelihood of legislative changes by the SARS were collected. Probes were included to obtain the reasons behind tax experts’ answers and thoughts.

Interview guide

Thank you for your willingness to participate in this study. To provide some background, the aim of my study is to explore the possibility of SARS introducing new legislation or policy measures that may either impose alternative forms of taxation on the use of EVs or extend existing tax incentives to promote their adoption. Currently, two dominant perspectives exist: (1) that SARS may introduce alternative taxation mechanisms to compensate for the anticipated revenue loss from fuel-related taxes, or (2) that SARS may employ tax incentives to encourage the uptake of EVs. Please note that the scope of the study excludes tax incentives for EV production. Your insights will help determine the extent of tax savings, if any, to consider when deciding to transition to an EV.

Questions and probes


	1. What is your opinion on the perceived current tax savings associated with the use of EVs, particularly in relation to the fuel levy, the Road Accident Fund levy and carbon tax resulting in a revenue loss from fuel-related taxes?


	2. Based on your experience, can you recall any previous technological or industry shifts comparable to the introduction of EVs that prompted the National Treasury to implement new tax measures? If so, could you elaborate on what changes occurred and what drove them?


	3. What factors, in your view, would influence the National Treasury when deciding whether to introduce new taxes or revise existing ones in response to increased EV adoption?


	4. In your opinion, is it likely that the National Treasury will introduce new legislation or policy measures to impose alternative forms of taxation on the use of EVs? If yes, what form do you think such measures could take?




Probe: Do you foresee a shift from fuel-based taxation to alternative models, such as road usage charges or electricity-based levies? What challenges or opportunities might this present?


	5. In your opinion, is it likely that the National Treasury will extend existing tax incentives to promote the adoption of EVs? If yes, what form do you think such measures could take, and will they be short-term in nature?




Probe: In an attempt to promote the adoption of EVs, some countries have reduced import taxes and/or VAT on purchases of EVs.


	6. How feasible do you think it is, legally and administratively, for the National Treasury to implement an alternative taxation model for EVs?


	7. Earlier, we discussed the perceived tax savings associated with EVs. In your view, should a logistics company factor these potential tax savings into their decision to replace their fleet with EVs, or would you advise caution in doing so?


	8. Is there anything else you believe is important to consider when thinking about the long-term tax implications of the shift to EVs in South Africa?




Footnotes

1.This article focused exclusively on consumer-facing EV tax policies, excluding manufacturer tax incentives to maintain a manageable and focused scope.

2.These rates are subject to change over time as legislation evolves.

3.The 10% upliftment on the customs value does not apply to goods originating from Botswana, Lesotho, Namibia and Eswatini.

OPS/SAJEMS-29-6916-T5.jpg
TABLE 5: Percentage duty rates per unit.

Motor vehicles Rate of duty
General (%) EU/UK (%) EFTA (%) SADC (%)  MERCOSUR (%)  AfCFTA (%)

Motor vehicles for transport of persons: Mid-sized passenger cars

ICE vehiclesT (8703.22.90) 25 18 25 Free 25 25

EVst (8703.80.90) 25 25 25 Free 25 125

Motor vehicles for transport of goods: Small delivery vehicles

ICE vehicles§ (8704.21.83) 25 18 20 Free 25 25

EVs{ (8704.90.83) 25 18 20 Free 25 25

Motor vehicles for transport of goods: Bigger delivery vehicles

ICE vehiclesTT (8704.22.90) 20 12 15 Free 20 20

EVst1 (8704.60.90) 20 12 15 Free 20 20

Source: Adapted from Schedule 1 of Republic of South Africa, 1964, Customs and Excise Act, no. 91 of 1964, Government Printer, Cape Town
EV, electric vehicles; ICE, internal combustion engine; EU, European Union; UK, United Kingdom; MERCOSUR, Southern Common Market; AfCFTA, African Continental Free Trade Area; EFTA,
European Free Trade Association; SADC, Southern African Development Community.

, Cylinder capacity exceeding 1000 ens® but not exceeding 1500 cm: Other; T, With only an electric motor for propulsion: Other; §, GVM not exceeding 5000 kg: Other (excluding double-cab), of
a vehicle mass not exceeding 2000 kg or a GVM not exceeding 3500 ke, or of a mass not exceeding 1600 kg or a GVM not exceeding 3500 kg per chassis fitted with a cab; ¥, With only an clectric
motor for propulsion: Other (excluding double-cab), of a vehicle mass not exceeding 2000 kg or a GVM not exceeding 3500 ke, or of a mass not exceeding 1600 kg or a GVM not exceeding 3500 kg
per chassis fitted with a cab: 11, GVM exceeding 5000 ke but not exceeding 20 000 kg: Other: 71, With only an electric motor for propulsion: Other.
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TABLE 4: Environmental levy rate.

ICE vehicles Per g/km CO, emissions
exceeding 95 g/km+

All ICE vehicles for the transport of people R146.00

All ICE vehicles for the transport of goods R176.00

Source: Adapted from Schedule 1 Part 3D of Republic of South Africa, 1964, Customs and
Excise Act, no. 91 of 1964, Government Printer, Cape Town

ICE, internal combustion engine; CO,, carbon dioxide.
+, Grams per kilometre.
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TABLE 3: Combined fuel taxes on petrol and diesel.

Rands/litre 2023/2024 2024/2025 2025/2026

93 octane petrol Diesel 93 octane petrol Diesel 93 octane petrol Diesel
General fuel levy 3.85 3.70 3.85 370 3.85 370
RAF levy 218 218 218 218 218 218
Customs and excise levy 0.04 0.04 0.04 0.04 0.04 0.04
Carbon tax 0.10 0.11 0.11 0.14 0.14 0.17
Totalf 6.17 6.03 6.18 6.06 621 6.09
Pump pricet 23.10 21.54 2251 20.20 22.09 20.16
Taxes as percentage of 26.70 28.00 27.50 30.00 28.10 30.20

pump price (%)

Source: National Treasury, 2025, Budget 2025, viewed 12 May 2025, from https://www.treasury.gov.za/documents/national%20budget/2025/review/FulIBR.pdf
RAF, road accident fund.
+ Average Gauteng pump price for the 2023/2024 and 2024/2025 years. The 2025/2026 figure is the Gauteng pump price in March 2025; 1, Totals of the four values above.
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TABLE 2: Levy and duty per litre.

Fuel Fuel levy} RAF levy Excise duty Total
Petrol 399ct 218¢ 3.909¢ 620.909¢
Diesel 387c§ 218¢ 3.817¢ 608.817¢

Source: Schedule 1 Part 5 and Schedule 1 Part 2 A of the Schedules to the Customs and Excise
Act

RAF, road accident fund.
, Any fuel levy payable consists of the general fuel levy and the carbon fuel levy.
1, 385 general fuel levy plus 14c carbon tax.
§, 370c general fuel levy plus 17¢ carbon tax.
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TABLE 1: Sociodemographic characteristics of participants.

Participant  Job description Gender Geographic setting
number
P1 Director at a specialised Male Smaller town

taxation consultancy practice
P2 Director at a specialised Male Large,

taxation consultancy practice industrialised city
P3 Director at a specialised Male Large,

taxation consultancy practice industrialised city
P4 Director at a specialised Male Large,

taxation consultancy practice industrialised city
PS5 Senior manager in tax Male Large,

consulting at an audit firm industrialised city
P6 Director at a specialised Female Large,

taxation consultancy practice industrialised city
P7 Partner at a specialised taxation ~ Male Large,

consultancy practice industrialised city
P8 Tax manager ata corporate firm  Male Smaller town
P9 Director at a specialised Male Large,

taxation consultancy practice industrialised city
P10 Tax manager at a corporate firm __Female Smaller town
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