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Summary 
The key principles for the automotive sector, with regards regulations and withdrawal from the EU, are 
to provide certainty, minimise disruption and maintain market access through the avoidance of non-
tariff barriers (NTBs). UK automotive is an export-led industry - producing over 1.75 million vehicles – 
80% for export, 2.7 million engines and directly employing 169,000 people in the manufacturing sector 
and with 814,000 jobs in total dependent on the sector - and has complex supply chains which are 
fully integrated with the EU. It is critical that access to the EU market takes priority over domestic 
regulatory flexibility. Any divergence, through differing or uneven regulations, has the potential to 
distort competitiveness, create NTBs, and therefore impact market access, and should be avoided. 
 
The UK’s interaction with EU New Car and Van CO2 Regulation is an area of particular concern with 
regards EU withdrawal (detailed background information on the regulation can be found in Annex 1). 
Certainty for business is of paramount importance and UK automotive seeks continuity in UK new car 
registrations counting towards manufacturer’s EU fleet performance targets, at least to 2021. 
Regarding the post-2021 CO2 Regulation, UK automotive needs early sight of the policy development, 
so as to properly evaluate the benefits and disadvantages of remaining within the future EU’s 
framework. A determining factor for this will be the degree of UK influence in the policy’s 
development.  
 
In summary UK automotive calls for: 

 Continued alignment and cooperation between the UK and EU on overall CO2 policy. 

 UK new car registrations to continue to count towards manufacturers’ fleet performance 
figures for the purposes of monitoring under the 2021 EU New Car CO2 Regulation. 

 Early sight of UK government and EU policy development, including through formal 
consultation processes on post 2021 regulatory landscape. 

 UK influence in the shaping of future EU emissions legislation to ensure UK automotive 
priorities are considered and can be reflected in legislation, in particular, accommodation for 
the requirements of the UK’s unique and diverse manufacturing base.  

 Avoidance of regulatory divergence and UK-specific legislation on emissions that creates 
market access barriers to trading and operating with the EU market. 

 

UK automotive position 
Certainty, the minimisation of disruption and continued market access are the principles driving 
SMMT’s position on interaction with EU CO2 legislation. 
 
A harmonised approach to new car and van CO2 regulation provides a common basis to which 
manufacturers can design vehicles in the EU. Any UK divergence from this common basis may 
require vehicles to be re-engineered to meet UK-specific regulatory requirements. Such a scenario 
would be to the detriment of the UK consumer, as re-engineering vehicles would add to production 
costs, likely raising consumer prices, or may result in models being withdrawn from the UK market, 
limiting consumer choice. Additionally, there would be a market access risk, as differing standards 
would present an NTB between the UK and the EU, harming UK manufacturers for whom the EU is 
by far the most important market. 
 
CO2 Regulation to 2021 
The UK automotive sector believes that an arrangement needs to be in place upon the UK’s 
withdrawing from the EU that enables UK new car registrations to continue to count towards EU fleet 
average CO2 target achievement, at least until 2021. This would provide certainty and continuity, and 
would minimise disruption and market access barriers between the UK and EU. Having the same 
regulation but splitting the targets between the UK and rest of EU is not optimal, as it reduces the 
flexibility of the industry to balance different market characteristics. 
 



 
 

2 
 

Disaggregating the UK from rest of EU may also necessitate a re-baselining of targets to remove the 
UK. Setting UK specific targets based on the EU 95g/km target may also require changes to base 
year and target to reflect the different starting point and dynamics (eg higher weight of vehicles in the 
UK). This would create uncertainty for industry and adjustment to targets – which could go up or down 
depending on role UK market plays in manufacturers overall EU performance – and unsettle 
engineering plans to meet the 2021 targets. It would also create considerable administrative burden to 
revise all targets. 
 
Industry is also concerned about how derogations may be treated. Currently ultra-small volume 
manufacturers registering less than 1,000 cars per annum across the EU are excluded from 
regulation, small volume manufacturers (SVMs) with less than 10,000 registrations can apply for their 
own specific (annual) targets based on their unique economic and market potential, and niche 
manufacturers with less than 300,000 units can apply for alternative targets (which for 2021 are 45% 
reduction from the manufacturers 2007 base year). Removing the UK from the EU may necessitate 
reassessments of who qualifies for which derogation – potentially increasing levels of ambition 
smaller companies are faced with, with limited time to revised product plans, as well as creating 
further administrative burden (eg re-applying for derogations). 
   
Regulatory divergence may also create differing approaches by countries to incentives in an effort to 
attract the lowest emitting products into a particular territory. Given the UK also operates a different 
vehicle type, right, vs left hand drive, any splintering of the market may be to the detriment of the 
number of different types of products offered into the UK. 
 
The alternative scenario of withdrawal from the current Regulation and the development of a UK 
alternative would not be welcome, given the timescales required to develop or re-engineer vehicles to 
meet any different targets before 2021.  
 
Impact of transition period 
The UK and EU have reached political agreement on a transition period that will begin on the 30 
March 2019 and end on 31 December 2020. During this period the whole acquis communautaire will 
apply to the UK, including the CO2 legislation. However, it remains unclear what will happen after the 
transition has concluded. This is further complicated by the fact that reporting for 2020 and 2021 (the 
final two years of the regulation’s application) will take place after the transition has completed and 
the UK is no longer bound by the CO2 regulations.  
 
Post-2021 CO2 regime 
Currently there is no certainty over the EU’s post-2021 Regulation (despite publication of the draft 
proposal in November 2017) or what the UK government might propose in its place. This is 
unwelcome for an industry with such a high trade intensity with the EU and makes any analysis 
subject to conjecture, impeding industry’s ability to make sound commercial decisions.  
 
It can be stated however, that UK participation in the post-2021 CO2 regime would continue to deliver 
the benefits of a harmonised EU-wide approach. The UK has a strong track record of shaping the 
previous legislation, bringing expertise to the table that has been beneficial to the EU. It would be 
disappointing to lose this ability to help shape and deliver ambitious but deliverable targets for the 
future. The EU is currently designing the post 2021 Regulation and this could be strategically 
disadvantageous to UK industry, in particular the premium, luxury and small volume manufacturers (of 
which the UK has a considerable number) if the UK’s voice is not heard.  
 
To ensure that UK expertise can still be drawn upon to shape the legislation UK government should 
be fully involved in the development of the post-2021 policy whilst still a member of the EU, during 
transition and after the transition period has ended. 
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Alternative scenarios to remaining in the EU CO2 Regulation 
To further understand the rationale for industry’s position, it is useful to understand the impact and 
outcomes of the UK withdrawing from the regulation for which there are two main scenarios, outlined 
below.  
 
Scenario 1: UK leaves EU CO2 Regulation and does not set up a UK equivalent. 
Under this scenario, manufacturers may choose to prioritise selling their higher emitting vehicles 
within the UK, due to the lack of a regulatory deterrent and to enable them to meet their EU 
commitments. This would negatively impact UK consumer choice and would also be in apparent 
opposition to the UK’s commitment under the Climate Change Act. 
 
Scenario 2: UK leaves EU CO2 Regulation and sets up a national equivalent. 
Under this scenario, manufacturers selling vehicles in the UK would be faced with a comparatively 
small market in which to average their fleet targets. This would likely result in reduced UK consumer 
choice as there would be less scope for fleet balancing. Additionally, the reduced market size would 
increase the distortion which annual market trends would have on a manufacturers’ CO2 performance, 
thereby increasing their impact and the likelihood of missing targets.  
 
Additionally, under both these scenarios, the UK’s withdrawal from the EU Regulation would mean 
that its CO2 performance would not count towards a manufacturer’s pan-European fleet average 
targets. This would provide manufacturers with less flexibility in the size and variety of markets in 
which they operate to meet their EU targets. Additionally, the removal of the UK from the EU 
Regulation would create a necessity to review manufacturers’ individual EU fleet average targets, to 
remove the UK from the baseline. This may leave the manufacturer with targets it was not expecting 
and with little time to engineer their products differently, or adjust their marketing arrangements 
accordingly to better manage their revised fleet performance. 
 
A summary of SMMT’s views on the Commission’s proposal for the post-2021 Regulation are 
presented in Annex 2. The full position paper is available upon request. 
 

Conclusion 
SMMT proposes that UK new car registrations continue to count towards a manufacturer’s EU fleet 
performance targets, at least to 2021. This is in line with our regulatory principles of certainty, the 
minimisation of disruption and continued market access.  
 
The sector priority is to maintain regulatory convergence and avoid non-tariff barriers. In this context, 
the industry wants to see continuity beyond 2021, including the application of a single regulatory 
framework to the EU and the UK. To ensure this is fit for purpose the UK should fully participate in the 
development of that regulation. 
 
 
Contact: 
Name – Matthew Croucher 
Position – Environmental Manager 
Email – mcroucher@smmt.co.uk  
Contact number - 020 7344 1640 
 

mailto:mcroucher@smmt.co.uk
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95g/km; 
average car CO2 

emissions by 2020 

required under EU 

legislation 

 Annex 1  
 
EU CO2 Regulation - Background 
Current legislation on vehicle CO2 targets is set in EU Regulation EC 443/2009. This sets a pan-
European sales weighted average new car CO2 emissions target of 95g/km by 2021 (with 95% phase-
in in 2020). This builds on the 130g/km target to be achieved by 2015. The 95g/km target is a 40% 
reduction from the 2007 base year. See https://ec.europa.eu/clima/policies/transport/vehicles/cars_en 
for full details. 

 
Manufacturers face their own specific emissions target, which includes a 
weight-based element to reflect the different compositions of product 
offerings. Manufacturers missing their targets face penalties of up to €95 
per g/km CO2 over target, per car registered. Manufacturers can also use 
super-credits and eco-innovations as a contribution towards their targets. 
 
Smaller manufacturers can apply for targets which better reflect their 

economic and technical potential. Manufacturers registering between 10,000 and 300,000 cars per 
annum can apply for a fixed target of a 45% reduction from their 2007 average by 2020 (in the first 
phase of the regulation they faced a 25% reduction from their 2007 average emissions for the period 
2012 to 2019). Manufacturers with registrations between 1,000 and 10,000 cars per annum can 
propose their own emissions reduction target, which the Commission then assesses. Manufacturers 
with less than 1,000 new registrations per annum, as well as special purpose vehicles – such as 
vehicles built to accommodate wheelchair access and motor caravans – are excluded from the scope 
of the legislation. These derogations are critical for the UK’s premium and luxury manufacturers as 
well as for the UK conversion industry. 
 
Any manufacturer selling into the EU Single Market has to comply with this legislation, arrangements 
on monitoring and pay any potential fines to the EU. 
 
The Commission published its proposal for the post-2021 Regulation in November 2017 – see 
https://ec.europa.eu/clima/policies/transport/vehicles/proposal_en.  
 
In 2016, the UK accounted for 18.2% of the total EU market. Average new car CO2 emissions in the 
UK were 1.4% above that of the EU, at 121.3g/km and 119.6g/km respectively (source EEA). The UK 
was 16.8% of the EU market in 2017. 
 
There is also a regulation for vans (EC 510/2011), which set targets for 2017 of 175g/km CO2 and 
147g/km by 2020.  Legislation on monitoring of heavy-duty vehicle (HDV) CO2 and fuel consumption 
is expected this year too. This legislation will look to create a baseline figure from which targets could 
eventually be set against. 

https://ec.europa.eu/clima/policies/transport/vehicles/cars_en
https://ec.europa.eu/clima/policies/transport/vehicles/proposal_en
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List of derogations (EC at 26 January 2018) 
 

 SVM Niche 

1 Alpina Fuji Heavy Industry (Subaru) 

2 Aston Martin Mazda 

3 Lamborghini Suzuki 

4 Bentley Ssangyong 

5 Caterham Jaguar Land Rover 

6 DR Motor Company  

7 Donkervoort  

8 Ferrari  

9 Great Wall  

10 JSC AVTOVAZ  

11 Koenigsegg  

12 KTM  

13 Lotus  

14 Maserati  

15 MG  

16 Morgan  

17 Proton  

18 Ssangyong  

19 Wiesmann  

20 Litex  

21 Marussia  

22 McLaren  

23 Noble  

24 PGO  

25 Spyker  

26 Mahindra & Mahindra  

27 Artega  

28 Pagani  

29 Potenza  

30 Qoros  

31 Radical  

32 SECMA  

33 Geely  

 
10 of 33 SVMs are UK 
1 of 5 niche is UK 
 
Of 33 SVMs believed that 19 are actually USVM – so do not need SVM derogation any more 
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Annex 2 
 
SMMT position on the post 2021 new car CO2 Regulation 

The automotive industry in the UK is committed to further reducing the environmental 
impact of its products. Developing challenging, but realistic, targets for post 2021 is 
crucial to delivering the UK and EU’s GHG/CO2 targets, as well as ensuring the long-
term success of the automotive industry, and the jobs and wealth creation it delivers. 
 

Timeline 
 Welcome 2030 target date, gives industry sufficient 

time and is in line with other EC CO2 targets  
 2025 target should be removed, given too little time to 

make progress from the 2021 base year  

Level of 

ambition 

 For cars, 20% reduction in CO2 by 2030(under WLTP) 

 Target should be conditional upon uptake of AFVs and 
infrastructure development, and should be in 2024 
review 

Low-emission 

vehicle 

benchmark 

 The zero and low emission vehicle (ZLEV) benchmark 
should be amended to better support plug-in electric 
hybrids and other technologies, as well as zero emitters   

 Technology neutrality is essential  

 Positive EC did not introduce a technology mandate  

Light 

commercial 

vehicles 

 For LCVs, the CO2 reduction by 2030 should be 
significantly below the 20% we propose for cars 

 The ZLEV benchmark should be adjusted to be LCV 
specific, to reflect differences to the car market  

Small volume 

and niche 

provisions 

 Small volume manufacturer provisions should remain  

 Niche derogations should also be maintained 

Principles 

 Maintain existing principles of g/km, mass as a 
parameter, tank-to-wheel and additional modalities 

 In addition, measures to enable offsetting of 
performance between cars and LCVs, and encouraging 
car sharing and driver efficiency should be introduced 

 
The automotive industry recognises its role in reducing total emissions from the fleet, 

but vehicle use, driving style, traffic flow and congestion, weather and other variables 

can influence performance. Therefore, on-going and collective action is required 

from all stakeholders to deliver the necessary emissions reductions. SMMT 

welcomes engagement to help achieve such actions. 
  

 


