
 

SMMT calls on government to prioritise the following in its negotiations with the EU: 
 

 Securing continued membership of the Single Market to ensure that there are no tariff or 
regulatory barriers to trade with the EU 

 Securing continued membership of the Customs Union  
 Guaranteeing unrestricted access to talent across Europe 
 Creating regulatory certainty through harmonisation and future influence  
 Securing the UK’s position in current EU trade deals and those under negotiation 
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Introduction 
This paper outlines the UK automotive industry’s priorities in relation to UK’s withdrawal from the 
European Union.   
 
The UK's automotive sector is diverse and currently thriving. It is a critical part of the UK’s industrial 
footprint and a significant contributor to the broader economy, accounting for more than £71.6 billion 
turnover and £18.9 billion value added each year, alongside £2.5 billion of investment in automotive 
R&D. Its success is based on many factors - a highly productive workforce, engineering excellence, 
world-class production quality, cutting-edge technology, products with global appeal and, critically, the 
favourable trading conditions it enjoys with its most important market, the EU. Through the UK's 
membership of the Single Market, the automotive sector can trade freely with the EU without incurring 
the cost of tariff and non-tariff barriers. It can access talent from right across the EU, enjoys regulatory 
certainty through harmonisation and benefits from EU trade agreements which provide access to 
markets around the world. These are all critical to the competitiveness of the UK automotive sector 
and it is vital that these priorities are recognised in government’s negotiations to secure continued 
growth in the industry. 
 
The result of the referendum on the UK's membership of the EU has already created uncertainty 
within the automotive sector. There is concern that this will lead to an increase in the cost of trade 
which will, in turn, undermine competitiveness and make the UK a less attractive place to invest. 
Automotive manufacturers work on four to seven-year product cycles and investment decisions being 
taken today have to take into account this risk. It is essential that government does everything that it 
can to provide reassurance to the whole sector and remove this uncertainty as soon as possible.  
 
During the negotiations, government should pursue a twin-track approach to avoid any risk of the UK 
leaving the EU without having established new trading terms with the EU. If such a “cliff-edge” 
occurred, the UK would be required to trade on the basis of World Trade Organisation (WTO) rules. 
This would see the application of a 10% tariff on vehicles and an average 4.5% tariff on components 
which will increase the cost of production, undermine competitiveness and potentially increase the 
cost of cars for consumers. SMMT analysis suggests that the UK motor industry faces a £4.5 billion 
tariff cost for cars alone which could add at least an annual £2.7 billion to imports and £1.8 billion to 
exports. Import tariffs could push up the list price of cars imported to the UK from the EU by an 
average of £1,500 if brands and their retail networks were unable to absorb these additional costs. It 
could also result in the introduction of significant non-tariff barriers, the loss of passporting rights for 
services and the prospect of having to certify exports as being compliant with EU rules which will 
create significant administrative burdens and additional costs. Should at the end of the negotiating 
period there not be an agreement on a future relationship, current arrangements should continue to 
apply to ensure continuity and certainty. 
 
In the longer term, government must ensure that the UK's new trading terms with the EU and the rest 
of the world are as good as or better than those already enjoyed by the automotive sector. To secure 
this, government and industry must strategically engage throughout the negotiations on the transition 
towards a new trading relationship with the EU and the establishment of new global opportunities. 
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Being within the Single Market is the 
most competitive location for UK 
automotive and securing investment: 

 WTO tariffs are 10% for cars and 
2.5-4.5% for parts. Volume 
manufacturers operate with 
significantly lower margins 

 £4.5 billion tariff cost for car imports 
and exports with 10% tariff (£2.7 
billion to imports and £1.8 billion to 
exports) 

 Import tariffs could push up the list 
price of cars imported to the UK from 
the EU by an average of £1,500 

 12.0% of total UK export of goods 

 In 2015, 77.3% of UK built cars were 
exported 

 57.5% exports were to the EU; 
86.5% of 2.63 million new car 
imports were from the EU 

 UK exports to more than 160 
countries worldwide  

 The UK industry imports 60% of its 
components, the majority of those 
from the EU 

 £3bn opportunity for UK supply-
chain sourcing 

 A single car has around 30,000 parts 

 UK automotive products can travel 
across the Channel multiple times 
before completion 

 
Source: www.smmt.co.uk, www.wto.org 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 A conservative estimate of 6% 
has been made on the 
administrative and compliance 
costs of trade with the EU 

 
Source:  www.cepr.co.uk  
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Securing continued membership of the Single Market to ensure that there are no tariff 
or regulatory barriers to trade with the EU 
Continued membership of the Single Market is fundamental for the future of the UK automotive 
industry. Membership of the Single Market provides tariff-free movement of goods as well as 
ensuring, through regulatory harmonisation, that there are no non-tariff barriers (NTBs) between the 
UK and EU. The application of tariffs would put the UK automotive industry for both vehicles and parts 
at an immediate competitive disadvantage, which could ultimately make automotive manufacturing in 
the UK unviable. Continuity in the common rules 
applied to the automotive sector in the UK and the EU 
through membership of the Single Market must remain 
in order to enable a level-playing field and ensure that 
the movement of automotive goods continues, free of 
regulatory barriers.   
 
Should UK Single Market membership not continue 
there is a significant risk to industry both in terms of 
tariff cost but also a longer-term risk of increasing 
burdens from non-tariff barriers where regulatory 
regimes may diverge and create additional costs. Any 
future access to the Single Market must be both tariff-
free and without any regulatory barriers due to the 
critical importance of NTBs. 
 
The EU is by far the largest market for the UK 
automotive sector. 57.5% of cars exported from the 
UK in 2015 went to the EU, while 81.8% of cars 
imported into the UK come from the EU. The UK 
automotive industry is also highly integrated with the 
European industry. It operates complex supply chains 
that stretch right across the EU. Furthermore, the UK 
is home to some automotive manufacturer's European 
headquarters, who use the UK as their gateway to the 
EU. Some automotive businesses also base their 
finance arms in the UK, using the UK as a base for 
providing a critical service to the whole of the EU. Any 
change in the ability of the UK automotive industry to 
move goods and provide services from the UK right 
across the EU will significantly impact the 
competitiveness of the industry and attractiveness of 
the UK as a place to invest.  

 
Securing continued membership of the Customs Union  
Government should seek continued membership of the Customs Union which would secure continued 
application of the EU’s common customs code and procedures, ensure that rules of origin issues are 
addressed and prevent customs duties being applied. At present the UK enjoys free-flow of goods 
through ports and fee-free passage of goods through 
customs. Automotive goods imported from or exported to the 
rest of the EU from the UK are not currently subject to 
customs procedures. In addition, the automotive industry 
operates both lean and just-in-time procedures which rely 
upon highly efficient logistics and the elimination of delays at 
the border. As a member of the Customs Union delays are 
very rarely incurred on trade between the EU and UK. 
 
Should customs procedures be introduced, it would create additional administrative burdens and 
considerable impacts on the UK automotive sector, raising costs and damaging competitiveness. New 
procedures including additional declaration processes, more detailed Rules of Origin reporting, border 
checks and potential inspections would result in delays and create a need for additional warehousing 
which would further increase costs and put at risk the efficiency of the manufacturing process. This 
would have a negative impact on both the productivity and competitiveness of the UK automotive 

http://www.smmt.co.uk/
http://www.wto.org/
http://www.cepr.co.uk/
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To remain competitive and boost 
UK productivity open access and 
movement of talent is needed 

 814,000 employed across 
industry, 169,000 employed 
directly in manufacturing 

 UK automotive companies of 
all types and sizes have a 
significant workforce of non-
UK EU workers; with SMMT 
estimates of on average 10%, 
but some companies over 
50% and this is at all levels of 
the business 

 Up to 5,000 current vacancies 
in the automotive industry 
causing significant impact on 
business operations 

 By 2020 the automotive sector 
may need as many as 50,000 
more people than currently 
work in the industry to meet 
growth opportunities  

 
Source: www.smmt.co.uk ; 
www.automotivecouncil.co.uk 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

sector. So as to prevent these negative outcomes, government should keep the UK within the EU 
Customs Union and continue to apply common customs procedures. 
 

Guaranteeing unrestricted access to talent across Europe 
The automotive industry is committed to nurturing and developing our skilled workforce which 
promotes competitiveness and supports job opportunities in the UK. The efficiency and flexibility of 
the labour market are key strengths of the UK economy. 
 
Free movement of labour within the EU gives global advanced manufacturing businesses the ability to 
blend UK and international talent at all levels of the industry. The industry faces acute skills 
challenges at a UK, European and global level which requires both further investment and access to 
labour to fill skills gaps. The ability to quickly and easily move employees across sites in different 
countries is essential to the smooth operation of automotive businesses. Peaks in demand or faults 
on the production line can require employees to be moved from one country to another, often at short 
notice. As a global industry we have a wealth of nationalities 
and requirements for free movement around Europe and 
international assignments, whether senior management roles, 
teams to implement new product processes, problem 
response teams or teams to train staff. Europe also needs 
access to UK talent. Free movement without any burdens or 
limits is cost, time and competitiveness critical. This is 
currently facilitated by the free movement of labour within the 
EU, which provides manufacturers with the flexibility they 
need to meet new challenges and customer demands.  
 
Any changes to the current provisions relating to the free 
movement of labour risk increasing costs for UK automotive 
businesses and creating serious business planning 
challenges. Long-term prosperity requires a suitably skilled 
and experienced workforce, and for UK advanced 
manufacturing there is a shortage of qualified scientists, 
engineers and technologists (SET) and STEM skills in the 
pipeline. The EU-wide talent pool is critically important in filling 
business-critical vacancies. 
 
Government should find ways to ensure continued and 
unrestricted access to talent and professional expertise.  It 
should ensure that the UK has beneficial access to the EU 
skills market so as to allow manufacturers to fill key roles and 
address skills gaps and ensure that a preferential agreement 
is put in place for these workers to travel freely between the 
UK and EU. Government should also, as an immediate 
priority, make a clear statement confirming the continuing right-to-work of EU nationals already in the 
UK. This is critical for business planning purposes. 
 

Creating regulatory certainty through harmonisation and future influence  
It is essential that there is certainty and continuity through harmonisation of EU and UK regulations 
affecting the automotive sector to support both UK manufacturing and the UK vehicle market. 
Government should establish appropriate, clear and non-burdensome structures that enable 
application and implementation of crucial EU legislation. Regulatory divergence or uncertainty in the 
legal framework for the automotive industry would amount to non-tariff trade barriers, increasing costs 
and reducing the competitiveness of both the manufacturing base and ability to sell vehicles. 
 
Influence in regulatory development is important to ensure the requirements of the UK automotive 
industry, particularly the UK’s unique premium and specialist vehicle manufacturers, are understood 
and reflected in global automotive regulatory development. EU standards are often adopted by other 
non-EU countries, such as the growing Chinese market, and the UK’s influential and respected voice 
must be a part of these vital discussions. 
 

http://www.smmt.co.uk/
http://www.automotivecouncil.co.uk/
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Common regulation and 
standards are important for 
manufacturers to compete across 
a single EU market: 

 An 2014 a survey found 68% 
of SMMT members were 
negative on the  loss of 
influence on industry-wide 
standards if the UK left the EU 

 The EU has an influential role 
with 28 of 60 votes in global 
UNECE standards fora 

 
Source: www.smmt.co.uk/europe 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 The UK exports vehicles to more than 
160 countries worldwide. 

 China, Russia and the USA are the 
largest non-EU export destinations 

 Through the EU-US TTIP UK vehicle 
output could increase by 7%  

 
Source: www.smmt.co.uk/europe 

 
 
 
 
 
 
 
 
 

The UK should prioritise the following policy areas when seeking to secure regulatory harmonisation 
with the EU: 
 

 Safety and type approval 

 CO2 

 Emissions / Euro standards 

 End of Life Vehicles (ELV) and recycling 

 Data protection regulation 

 Intellectual property rights and patents 
 
An area which requires urgent legal clarification is the future ability for the Vehicle Certification 
Agency (VCA) to grant European approvals and the validity of existing type approvals issued by the 
VCA once the UK has left the EU. Government should issue, as a matter of urgency, a statement 
outlining its position with regards to type approval in the context of the UK's withdrawal from the EU. 
This should include a statement on government’s position regarding whether or not it will ensure that 
a UK approval authority can issue European type approvals and make clear through which 
mechanism it intends for this to be delivered. The impacts of the VCA loosing the ability to issue EU 
type approvals could have a major impact on the desirability of the UK as a leading place to invest in 
innovation and research. If the validity of existing approvals cannot be clarified, or it is determined that 
existing approvals would lose their validity, UK government should begin discussions with European 
partners now to ensure that an agreement is reached which allows UK approvals to remain valid. A 
strong, independent and trusted UK type approval body supports investments by manufacturers in 
their product development and manufacturing capabilities. 
Without a UK type approval body able to issue EU type 
approvals, the attractiveness of the UK for key automotive 
research activities is diminished as well as the potential loss 
of engineering skills.  
 
Regulation and standards at a European level enable a level-
playing field as well as supporting technology developments 
and investments. For a leading innovative and 
technologically-advanced sector like automotive, guaranteed 
access to future EU funding calls is essential. This not only 
provides access to critical R&D funding, but facilitates cross-
European collaboration and helps the UK to promote itself as 
a preeminent global location for R&D. The Government 
should seek to maintain the UK's participation in Horizon 
2020, replace lost European Structural and Investment funds 
(including those from the European Investment Bank) where they have been used to support R&D 
and clarify the status of already committed but unspent structural funds, especially where these have 
been match-funded by industry.   

 
Securing the UK’s position in current EU trade deals and those under negotiation 
The UK's withdrawal from the EU brings into question its access to existing EU trade agreements as 
well as those that are currently being negotiated (such as free trade agreements (FTAs), customs and 
partnership agreements, and investment agreements). Government must prioritise negotiations with 
the World Trade Organisation to agree its commitments and schedules as a key first step in enabling 
the UK to establish the foundations and rules needed for its trading relationships. There are 
substantial global trade opportunities for the UK automotive sector and government’s role in enabling 
the industry to access markets is critical. Clarity from government is needed on how current trade 
benefits gained through the EU will be secured and how government intends to pursue other trade 
opportunities. 
 
The UK should explore every option for retaining the 
trading arrangements that currently apply to it as a 
result of trade agreements signed by the EU with 
third countries, such as the EU-South Korea FTA and 
the Comprehensive Economic and Trade Agreement 
with Canada (CETA). Government should also 
explore options for ensuring that the UK benefits 
from trade agreements that are currently under 
negotiation such at the EU-Japan FTA and the 
Transatlantic Trade and Investment Partnership 

http://www.smmt.co.uk/europe
http://www.smmt.co.uk/europe
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SMMT member survey July 2016: 

 67% large companies referendum 
result is very negative 

 56% large companies expect a 
negative impact on investment  

 53% respondents will negatively 
impact sales 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Call to action 
 UK automotive is part of a complex, highly integrated and interdependent European and global 

industry and seeks engagement across government to ensure full comprehension of the needs 
and risks for industry. 
 

 Maintaining competitiveness of the automotive industry is a long-term priority and must remain 
a primary objective as the negotiations on the UK’s withdrawal from the EU commence.  

 
 Confidence and certainty that industry will be supported and its priorities taken forward is 

essential. 

(TTIP). Government should clarify the status of these trading relationships and the rules under which 
companies can access these third markets before pursuing new bilateral trade negotiations.  
 
A critical issue for the automotive industry is Rules of Origin. Government should ensure that, for the 
purpose of future trade agreements signed by the UK, automotive goods originating in the UK and 
those originating in the EU are considered as originating content. This can be achieved through the 
application of the “diagonal accumulation of origin principle”, which would create an accumulation 
zone that recognised content produced in both the UK and EU as local content, reflecting the 
integrated nature of the automotive supply chain.  
 

Certainty & stability: engagement, process, timing and transition 
Uncertainty creates a major challenge for the automotive industry. It operates long-term business 
planning and works to four to seven-year product cycles. Significant issues remain unresolved related 
to the VCA where there are already long lead-times for type approval (18 – 24 months). This 
uncertainty is creating business critical concerns, affecting manufacturers now, with some companies 
already making contingency plans outside of the UK for type approval activities. Investment decisions 
are being reviewed and postponed as a result of the current uncertainty about the UK's future trading 
relationships. In addition, the devaluation of the pound has had a negative impact on purchasing and 
investment decisions in the industry (this has increased the cost of component imports, written-off 
entire annual profits for some smaller firms and cost over £100 million for some large manufacturers) 
and companies are reporting tightening of credit conditions and cost reduction pressures. This has led 
some to announce vehicle price increases for consumers.  
 
Government must act quickly to provide reassurance to 
automotive manufacturers (and the market more broadly) 
and communicate to global business headquarters that it 
will negotiate the best outcome for the UK's automotive 
sector. It must also ensure that the automotive industry is 
actively consulted throughout the period leading up to the 
UK's withdrawal from the EU, with fundamental changes 
that are likely to result communicated early so as to allow 
businesses the time needed to prepare effectively. As 
outlined above, should at the end of the negotiating period there not be an agreement on a future 
relationship, current arrangements should continue to apply to ensure continuity and certainty. 
 
The UK has been a significant recipient of international automotive investment. Government should 
also ensure that the UK's withdrawal from the EU does not undermine the automotive industrial 
strategy, the sector's growth trajectory or government's ambition for the sector.  Government’s 
approach on a new relationship with the EU and on industrial strategy must recognise that the 
competitiveness of the UK automotive industry heavily relies on the UK’s trading relationship with the 
EU.  
 

 
Contact: 
Jonathan Hawkings 
Senior Policy Manager 
jhawkings@smmt.co.uk  
020 7344 9217 
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