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Society of Motor Manufacturers and Traders
Initial response to budget
Sales taxes on higher emitting cars have little effect on CO2 emissions and create an unwelcome market distortion. That’s the view of SMMT to news that buyers of new cars with CO2 above 160g/km will have to pay a supplement to VED on first purchase from 2009.  For cars emitting more than 255g/km CO2 this rises to £950 (£455 of which is VED)
“Since the introduction of CO2-based road tax in 2001, there has been a clear trend towards lower-CO2 new cars,” said SMMT chief executive Paul Everitt. “Encouraging even more buyers to choose models with class-leading emissions should be the priority. We are therefore pleased to see an increase in the number of bands to 13 from 2009.
“However, introducing what is effectively a sales tax for many new cars is a retrograde step. Trying to force people out of high-value cars has no environmental merit and will be seen as a smokescreen for revenue-raising.”
New car market by VED band 2001 v 2007 (total registrations and market share)
	
	2001
	%
	2007
	%

	A
	103
	0.0%
	544
	0%

	B
	14,919
	0.6%
	128,102
	5.3%

	C
	568,579
	23.1%
	785,955
	32.7%

	D
	585,078
	23.8%
	592,108
	24.6%

	E
	507,064
	20.6%
	418,097
	17.4%

	F
	509,146
	31.9%
	329,352
	13.7%

	G
	272,479
	n/a*
	149,849
	6.2%


*G band introduced in 2006 for 225g/km+ CO2 emitting new cars
SMMT believes the key to driving demand for cleaner cars is to improve incentives in what are currently the middle bands; these make up more than three-quarters of new car sales. It is encouraged therefore that the number of bands will increase to 13 and welcomes the certainty that comes from a system set until 2011.
Today’s budget will take VED to a more linear framework, like that applied to company car tax. This rewards drivers who specify lower-emitting models within each class, as well as lower CO2-emitters overall, through a linear pathway of 5g/km tax increments. Since its introduction in 2002 this long-term model has worked, encouraging sales of lower-CO2 emitting company cars.
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SMMT will issue a full response to other budget initiatives later today after studying the detail and following consultation with its members.

Notes:

At €20 bn, the automotive sector is Europe's largest investor in R&D, driving industry forward and helping deliver more sustainable motoring for the 21st century. Technological innovation has helped car and CV manufacturers slash CO2 and air quality emissions from vehicles. New diesel cars for example emit 95% less soot from the tailpipe than those made 15 years ago and average new car CO2 has been cut by 13% since 1997.

Each vehicle made in Britain requires half the energy to produce than it did just five years ago, saving an estimated 700,000 tonnes of CO2 a year. Total combined waste to landfill down by more than half, from 80,399 tonnes in 2000 to 39,862 tonnes in 2006.  For more details, download SMMT's eighth annual Sustainability Report from the SMMT web site www.smmt.co.uk/publications.
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