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THE UK’S FUTURE
RELATIONSHIP
WITH THE EU

INDUSTRIAL
STRATEGY

A globally competitive business
environment to support
investment, growth and job
creation in UK automotive

A new trading relationship
with the EU which safeguards
the interests of the UK
automotive industry

An ambitious industrial
strategy which delivers
for automotive as a
strategic sector

2.	Creating an internationally
competitive tax framework,
including for business rates,
capital allowances and R&D
incentives, which encourages
investment in the UK.
3.	D eveloping a comprehensive
and long-term skills strategy
that addresses skills gaps
and supports automotive
growth needs.
4.	M aintaining a competitive
UK vehicle market to support
growth in the UK’s economy.

Suppliers

3

GLOBALLY
COMPETITIVE
BUSINESS
ENVIRONMENT

1.	Taking an ambitious and
joined-up approach across
government to deliver
consistent policies on the
UK-EU relationship, industrial
strategy and the ultra low
emission and digital agendas.

2,500

INTRODUCTION

5.	P rioritising energy cost
reductions and providing longterm certainty on energy and
environmental policy.
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1.	Retaining the benefits of the
Single Market and securing tariff
and customs free automotive
trade with the EU.
2.	Guaranteeing regulatory certainty
through harmonised product
regulation and type-approval.
3.	Ensuring that UK automotive has
unrestricted and reciprocal access
to EU talent.
4.	Securing the full cumulation of
UK and EU content to facilitate
preferential access to third
country markets.
5.	Securing the closest possible
long-term relationship between
the UK and the EU on regulatory,
R&D, trade and customs matters.
6.	Managing the transition from EU
membership to a new trading
relationship by continuing existing
trading arrangements with the EU
and third country markets in the
event of no deal being agreed.
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1.	Enhancing the sectoral approach
to industrial strategy to
deepen collaboration between
the automotive industry and
government.
2.	Creating a globally competitive
transport, digital and energy
infrastructure to deliver the
benefits of digitalisation,
connectivity and ULEVs.
3.	Supporting a talent pipeline, which
delivers on automotive skills needs
including STEM, at all levels and
through the supply chain.
4.	Providing targeted business
support to encourage growth and
development in the UK automotive
supply chain.
5.	Ensuring the effective delivery of a
national industrial strategy across
all regions.

4

5

SUSTAINABLE
MOBILITY
AND ULEVs

CONNECTED
MOBILITY AND
DIGITALISATION

A holistic strategy to support
sustainable mobility through the
uptake of cleaner technologies and
ultra low emission vehicles

Effective policies to ensure the UK
secures the benefits of
digitalisation

1.	Taking a technology neutral
approach to reducing emissions
and improving air quality.
2.	Developing a holistic, end-to-end
strategy that moves the UK to the
next stage of ULEV development,
manufacture and rollout.
3.	Guaranteeing funding for the
uptake of ultra low emission
vehicles, supporting infrastructure
and R&D in low emission
technology.
4.	Working collaboratively with the
automotive industry and other
stakeholders to tackle climate
change and improve air quality.
5.	Developing a clear and longterm approach to vehicle related
taxation and consumer information.

6.	Developing an ambitious trade
policy, which targets automotive’s
most important markets and
promotes reshoring.
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1.	Developing a comprehensive
national strategy for the
development, testing and rollout of
CAVs in the UK.
2.	Removing barriers to the
development and deployment of
CAVs by working with industry on
regulatory reform, infrastructure
development and preparing
consumers for connected and
autonomous driving.
3.	Developing a UK CAV testbed that
is internationally recognisable
and helps secure significant R&D
investment in the UK.
4.	Developing a world-leading cyber
security offer which supports the
development of connectivity in
manufacturing and vehicles.
5.	Collaborating with industry
to promote digitalisation in
automotive manufacturing
and throughout automotive
value chains.
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The UK automotive sector has enjoyed unprecedented success in recent years. Car manufacturing is now at its highest
level since 2000. 1.7 million cars were built in the UK in 2016, representing an 8.5% uplift on total production in 2015 and
the highest output since 1999. Exports are stronger than ever, with automotive accounting for 12% of total UK exports
in goods, and the UK’s supply chain is increasingly competitive with cars built in the UK now having over 15% more
UK content than they did five years ago. However, the automotive sector is on the cusp of dramatic change because of
technological advances and the UK’s withdrawal from the European Union.
Technology is having a transformative effect on the
automotive sector and mobility. Advances in ultra low
emission, connected and autonomous technologies
are making vehicles cleaner, more efficient and safer.
Digitalisation, machine-to-machine communication and
big data are redefining manufacturing, making it more
productive and responsive to the needs of customers. In
addition, old business models are being modernised and
rewritten as the automotive, technologies and telecoms
sectors converge. The economic opportunities that will
arise from these transformative changes are considerable.
Grasping them will require the whole of government to work
in collaboration with the automotive sector.
The UK’s withdrawal from the EU will change the
international landscape within which the automotive sector

operates. UK automotive and its supply-chain are fully
integrated with the EU and have benefited enormously
from tariff and customs free trade, regulatory
harmonisation, preferential access to third country markets
through EU free trade deals, full access to the EU’s skills
market and access to research and development funding.
Maintaining the future competitiveness of the UK’s
automotive sector must be a top priority and retaining these
benefits as part of a future trading relationship with the EU
is critical to achieving that.
The next five years will be a defining period for UK
automotive. If it is to continue to thrive and sustain its
ambitions, the industry, government and Parliament must
work in partnership to develop and deliver the policies
automotive needs to succeed. n

£71.6 billion

1.7 million

2.69 million

93,924

UK automotive turnover

Cars built in 2016

New cars registered in 2016

Commercial vehicles built in 2016

160

2.5 million

Countries importing UK-built vehicles
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Engines built in 2016
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1 GLOBALLY COMPETITIVE BUSINESS ENVIRONMENT
The UK automotive industry operates in a highly
competitive, global environment and has been hugely
successful in attracting international investment. This
has played a critical role in UK automotive’s recent
success, facilitating growth in the supply chain and
making automotive one of the UK’s most important
employers (814,000 people are employed in automotive
across the UK, 169,000 of which are directly employed
in manufacturing). The UK’s position within the EU, its
access to global markets, the quality of its supply chains
and the flexibility of its labour market have all helped
to attract international investment. During the next five
years, government must:

with industry to develop a comprehensive strategy
for closing the skills gap at all levels, developing the
skills pipeline for automotive and ensuring that the
UK’s labour force is able to adapt to new technological
developments. This will enable UK automotive to
offer increasing levels of high quality, productive
employment across a range of skills and disciplines.

1.	TAKE AN AMBITIOUS AND JOINED-UP
APPROACH TO TACKLING ISSUES THAT
AFFECT UK COMPETITIVENESS
The automotive market is changing rapidly, with
new competitors emerging from across the globe. If
the UK is to remain internationally competitive and
secure investment, growth and jobs in automotive,
government must take an ambitious, joined-up
approach to automotive that delivers consistent
policies on the UK/EU relationship, industrial strategy
and the transformational agendas on ultra low
emission vehicles, digitalisation and connected and
autonomous mobility.
2.	C REATE AN INTERNATIONALLY COMPETITIVE
TAX FRAMEWORK
Government should reform the UK’s tax framework to
ensure that the design and level of all taxes support
industrial growth. This should include removing plant
and machinery from the business rates valuation,
ensuring that capital allowances better encourage
investment and growth and increasing R&D tax credits
to an internationally competitive level.
3. D
 EVELOP A COMPREHENSIVE AND LONGTERM SKILLS STRATEGY THAT SUPPORTS
AUTOMOTIVE GROWTH
UK automotive is growing but is constrained by
an engineering skills shortage, with 5000 current
vacancies causing a significant impact on business
operations and over 50,000 additional positions
in industry expected to be required by 2020. This
could become more acute with the development
of new digital, connected and ultra low emission
technologies, which will require new skills in industrial
chemistry, electrical engineering, virtual modelling,
software design, cyber security and digital science,
engineering and architecture. Government should work

2 THE UK’S FUTURE RELATIONSHIP WITH THE EU

THE UK EXPORTS TO MORE THAN 160+ COUNTRIES WORLDWIDE
Worldwide

TOP EXPORT DESTINATIONS FOR UK CARS
EU

EU

56.0%

JAPAN

US

14.5%

1.9%

Germany

8.6%

CANADA

1.8%

Italy

7.2%

CHINA

6.5%

SOUTH KOREA

1.7%

France

6.7%

TURKEY

3.1%

ISRAEL

1.1%

Belgium

6.2%

AUSTRALIA

2.5%

RUSSIA

1%

Spain

3.4%

4.	
M AINTAIN A COMPETITIVE VEHICLE MARKET
IN THE UK
A vibrant vehicle market plays a critical role in the
UK’s economic success and government must ensure
that all future policy decisions support its growth.
Consistent, long-term approaches to policies and
motoring taxation provide the necessary certainty
to industry, consumers and businesses to maintain
the UK market in times of technological change and
economic uncertainty.
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5.	P RIORITISE ENERGY COSTS AND PROVIDE
LONG-TERM CERTAINTY ON ENERGY AND
ENVIRONMENTAL POLICY
Energy prices in the UK are 74% higher than the EU
average and costs for larger industrial users rose by
40% between 2010 and 2015. This undermines UK
automotive competitiveness and must be addressed.
In addition, government must give business the
confidence it needs to invest by providing long-term
certainty in energy and environmental policy. As
part of this, it should commit to remaining in the
EU Emissions Trading Scheme until, at least, the
completion of Phase III. n
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The automotive sector is a highly integrated global industry
and has built its success on favourable trading conditions
resulting from the UK’s membership of the Single Market.
This has allowed UK automotive to trade freely across
the EU without incurring the cost of tariff and non-tariff
barriers or customs checks, access talent from right across
the continent and enjoy preferential trading terms with
numerous global markets through EU free trade agreements.
The introduction of new barriers to trade with the EU risks
undermining the competitiveness of the automotive sector.
It is critical that government secures a future trade deal that
safeguards the interests of UK automotive by:
1.	R ETAINING THE BENEFITS OF THE SINGLE
MARKET AND SECURING TARIFF AND CUSTOMS
FREE AUTOMOTIVE TRADE WITH THE EU
The introduction of tariffs on trade with the EU
would significantly increase costs and undermine
competitiveness. A 10% tariff on finished vehicles
could cost the industry £4.5 billion and increase
the list price of cars imported to the UK from the
EU by an average of £1500. Tariff costs and custom
burdens on the highly integrated supply chain would
disrupt and risk undermining the competitiveness
of UK manufacturing. An appropriate solution that
retains the benefits of the single market and tariff and
customs free arrangements for the highly integrated
automotive sector should be secured.
2.	GUARANTEEING REGULATORY CERTAINTY
THROUGH HARMONISED PRODUCT REGULATION
AND TYPE-APPROVAL
Government must ensure that no non-tariff barriers to
trade with the EU are created by committing to ongoing
harmonisation of the UK and the EU’s automotive
product regulations. Government needs to ensure that
existing European type-approvals issued in the UK
remain valid following the UK’s withdrawal from the EU
and that European type-approvals can continue to be
issued in the UK following the UK’s withdrawal from the
EU. Harmonisation with EU product regulation will not
only facilitate access to the EU’s markets but markets
across the world, many of which adopt EU regulations.
3.	ENSURING THAT UK AUTOMOTIVE
HAS UNRESTRICTED AND RECIPROCAL ACCESS
£1.8bn
TO EU TALENT
COST
The automotive ON
sector
is committed to developing
EXPORTS
talent in the UK. However, it also benefits from
blending UK and WTO
international talent at all levels and
quickly moving employees across different countries
to ensure the smooth operation of their businesses.
WORLD TRADE
ORGANISATION

3 INDUSTRIAL STRATEGY

Government must ensure that this remains possible
by guaranteeing continued and unrestricted access to
talent for automotive.
4.	SECURING THE FULL ACCUMULATION OF UK
AND EU CONTENT
Given the integrated nature of the automotive supply
chain it is critical that government agree with the EU
that automotive goods originating in the UK and the EU
be considered as originating content for the purposes of
future trade deals.
5.	SECURING THE CLOSEST POSSIBLE LONG-TERM
RELATIONSHIP BETWEEN THE UK AND THE EU
The EU is theautomotive sector’s most important market.
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. It is critical to the success of the automotive
sector that the closest possible long-term relationship
with the EU on regulatory, R&D, trade andcustoms
matters is maintained.

1.	ENHANCE THE SECTORAL APPROACH
TO INDUSTRIAL STRATEGY
Government should build on the recent successes of
the automotive industrial strategy and complement
horizontal proposals with an enhanced and ambitious
sectoral approach for the automotive sector. This
should build on existing work, including on the
transition to ULEVs and the development of battery
technology, utilise existing structures within the
Automotive Council and facilitate cross-sectoral
collaboration.

6.	CONTINUING EXISTING TRADING ARRANGEMENTS
WITH THE EU AND THIRD COUNTRIES IN THE
EVENT OF NO DEAL BEING AGREED
The automotive sector operates on 4-5 year product
cycles and future investment decisions will be made
while the negotiations on the UK’s withdrawal from
the EU take place. Businesses need to be confident in
investing in the UK and government should provide as
much certainty as possible, including by committing to
maintain the existing trading relationships with the EU
and international markets in the event that no deal is
agreed with the EU. n

£1.8bn
ON EXPORTS

COST

WTO
WORLD TRADE
ORGANISATION

2.	CREATE A GLOBALLY COMPETITIVE TRANSPORT,
DIGITAL AND ENERGY INFRASTRUCTURE
If the UK is to enjoy the full benefits of technological
advances taking place in the automotive sector it must
ensure that it has world-leading infrastructure. Faster
road and rail links are needed to support just-in-time
manufacturing; digitalisation and the development,
testing and roll-out of Connected and Autonomous
Vehicles (CAVs) requires significant improvements to
the UK’s£2.7bn
digital
COST infrastructure; and the energy network
must be decarbonised and have the capacity and
resilience needed to support the rollout of ULEVs.

WTO
WORLD TRADE
ORGANISATION

ON IMPORTS
car imports from the EU only
car exports to the EU only

WTO

£2.7bn
COST

WORLD TRADE
ORGANISATION

ON IMPORTS
car imports from the EU only

car exports to the EU only
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UK automotive is a strong and critical part of the
country’s industrial footprint, adding £18.9 billion
in value to the UK economy annually. If the UK is to retain
its position as one of the leading locations in the world
for automotive manufacturing, a long-term commitment
to industrial strategy, with a specific focus on automotive
as a strategic sector, is essential. Such a strategy should
not start afresh, but build on recent successes.
As part of this, the level of commitment that has
previously been given to automotive as a strategically
important industrial sector must be guaranteed in the
long-term. Industrial strategy must also address the
horizontal barriers that inhibit industrial success in the
UK. Government should, therefore:
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3.	SUPPORT A TALENT PIPELINE THAT DELIVERS
SKILLS NEEDS AT ALL LEVELS
A long-term skills and education strategy is needed
which provides clear direction and certainty for
industries looking to invest in the UK. As part of this,
government should commit to long-term funding of
the Automotive Industrial Partnership, unlocking
latent talent by developing a more diverse workforce
and encouraging more women to take-up STEM
based careers and maintain the sector’s access to
international labour markets.
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4. P
 ROVIDE TARGETED BUSINESS SUPPORT
TO ENCOURAGE GROWTH AND INVESTMENT
IN THE SUPPLY CHAIN
Government should commit to measures that will
support improvements in the automotive supply chain,
including replacing the Regional Growth Fund and
Advanced Manufacturing Supply Chain Initiative with
programmes that provide equivalent support and by
funding the National Manufacturing Competitiveness
Levels (NMCL) framework as part of an automotive
industrial sector deal.
5.	ENSURE THE EFFECTIVE DELIVERY
OF A NATIONAL INDUSTRIAL STRATEGY
ACROSS ALL REGIONS
Government should ensure that a national
automotive industrial strategy is effectively
delivered at a regional and local level and tailored,
where appropriate to local needs.
6.	DEVELOP AN AMBITIOUS TRADE POLICY
WHICH TARGETS AUTOMOTIVE’S MOST
IMPORTANT MARKETS
Government’s top trade priority must be securing an
ambitious and comprehensive trade deal with the EU.
In addition, government should prioritise securing
preferential trading terms with UK automotive’s most
important international markets such as the United
States, China, Japan and Turkey. It should also retain,
or improve upon, the preferential access to multiple
international markets that automotive currently
enjoys because of EU free trade agreements. n

814,000
employed across the UK automotive industry
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4 SUSTAINABLE MOBILITY AND ULEVS
The automotive sector has a critical role to play in
developing sustainable mobility. The industry is already
more efficient and its products are cleaner than ever.
New internal combustion engines technologies as well
as alternative powertrains will reduce greenhouse gas
emissions and improve air quality, while also providing
consumers with the range of choice they expect to find
in the market. These technologies will have a critical
role to play in delivering environmental priorities
during the transition to low emission vehicles and must
be taken into account in government’s overarching
approach to sustainability.
The transition to ultra low emission vehicles also
provides a strategic opportunity for growth and jobs
in the UK. However, grasping this opportunity will
require a holistic, whole of government approach, which
prioritises investment in the development of ultra low
emission technologies, development of the supporting
infrastructure and investment in skills to ensure that the
ULEV supply chain grows in the UK. Government must:
1.	
TAKE A TECHNOLOGY NEUTRAL
APPROACH TO REDUCING EMISSIONS AND
IMPROVING AIR QUALITY
The automotive industry has invested significantly
to develop a portfolio of technologies that reduce
carbon and pollutant emissions from vehicles. To
ensure continuing reductions in emissions and
improvements in air quality during the transition
to ultra low emission vehicles, government must
take a technologically neutral approach that allows
motorists to choose from the full range of cleaner
technologies being offered by the automotive industry.

5 CONNECTED MOBILITY AND DIGITALISATION

2.	
D EVELOP A HOLISTIC, END-TO-END,
ULEVs STRATEGY
The UK is one of the leading European markets
for ULEV uptake and has already seen significant
investment in ULEV techonology. Government should
bring forward a holistic, end-to-end strategy that
moves the UK to the next stage of ULEV development,
manufacture and rollout. This should address
incentives, infrastructure development, consumer
acceptance and the development of new battery and
fuel technologies. Delivering such a strategy will
require the whole of government to work together in
collaboration with the automotive industry.
3.	
G UARANTEE FUNDING FOR THE UPTAKE OF
ULTRA LOW EMISSION VEHICLES, THEIR
SUPPORTING INFRASTRUCTURE AND R&D IN
LOW EMISSION TECHNOLOGY
A competitive package of long-term measures to
further accelerate the market for ULEVs, enhance
infrastructure capabilities and deliver increased
investment in R&D is needed. Government must take
a targeted approach to encouraging the uptake of
ULEVs and as part of this, must invest in developing
the supporting charging infrastructure and make
sure that this is installed where it is most needed.
Government must also continue to provide strategic
investment in R&D in low emission technologies.
4. 	W ORK COLLABORATIVELY WITH THE
AUTOMOTIVE INDUSTRY AND OTHER
STAKEHOLDERS TO ENSURE A CONSISTENT
NATIONAL APPROACH TO TACKLING CLIMATE
CHANGE AND IMPROVING AIR QUALITY
The automotive sector is committed to reducing
emissions and improving air quality at both a
national and local level. Government should work
collaboratively with automotive, the devolved
administrations and local authorities to ensure that
a consistent approach is taken to achieving this
shared goal.
5.	DEVELOP A CLEAR AND LONG-TERM
APPROACH TO VEHICLE RELATED TAXATION
AND CONSUMER INFORMATION
Vehicle taxation is a critical element in incentivising
motorists to invest in cleaner vehicle technologies.
Government must provide long-term certainty in
Vehicle Excise Duty and Company Car Tax and work
with industry to provide clear consumer information
on future policy changes as the industry moves
forward to a new test cycle. n
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Advances in digital technology are transforming
the automotive sector. New cars increasingly
include connected and autonomous features, while
manufacturing is being transformed by digitalisation.
These new technologies present a significant economic
opportunity. The overall economic benefit of connected
and autonomous vehicles could be in the region of £51
billion per year by 2030, with 320,000 jobs created.
25,000 of which would be in automotive
manufacturing. By fully embracing digitalisation in
manufacturing, the automotive sector stands to gain
£6.9 billion every year by 2035 and the economy as a
whole could gain £74 billion by 2035.Government must
ensure that the UK positions itself effectively to reap
these benefits. In doing so, it must:
1. 	D EVELOP A COMPREHENSIVE CAVS STRATEGY
This strategy needs to address all the issues
affecting CAVs, including data, data protection, cyber
security, infrastructure (both digital and physical),
the regulatory landscape and consumer acceptance.
It must also bring together all relevant government
departments to deliver on a common goal.
2. 	R EMOVE BARRIERS TO THE DEVELOPMENT AND
DEPLOYMENT OF CAVs
Regulatory barriers, poor infrastructure and a lack
of public acceptance could all act as barriers to the
development and deployment of CAVs. Government
should remove regulatory barriers through a rolling

£51 Billion
Value added annually
(at 2014 prices)

1 million

More people with access
to further education

6/10 people*

Top 5 benefits
of CAVs

programme of reform focused on near to market
technologies, ensure that the whole UK road network
has mobile internet coverage, and work with industry
to address any public concerns regarding CAVs.
3. 	D EVELOP AN INTERNATIONALLY
RECOGNISABLE CAV TEST-BED
The UK should aim to be the best place in the world to
test CAV technology. This requires the development of
an internationally recognisable test-bed, which brings
together existing testing facilities into a single offer.
4. 	D EVELOP A COMPREHENSIVE
CYBER-SECURITY OFFER
Developing a comprehensive cyber security offer could
differentiate the UK from other international markets and
help secure international investment in new technologies.
As part of this, government should collaborate with
industry to ensure the security of business and
manufacturing processes, as well as products.
5. 	C OLLABORATE WITH INDUSTRY
TO PROMOTE DIGITALISATION
Other leading economies, including Germany and
the US, already have well-established industry/
government programmes that promote digitalisation.
The UK must do the same and bring forward a
programme of work that addresses all the critical
issues related to digitalisation, including skills,
standards, technology demonstrators and support for
companies throughout the automotive value chain. n

320,000

Additional jobs created

25,000

Jobs in automotive
manufacturing created

with limited mobility will have
an improved quality of life
*when surveyed

• Reduced stress of driving
• Ability to rest on longer
journeys
• Fewer accidents
• Lower insurance costs
• Ability to travel at
preferred times
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25,000

Serious accidents prevented

2,500
Lives saved
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About SMMT
The Society of Motor Manufacturers and Traders (SMMT) is one of the largest and most influential trade
associations in the UK. Its resources, reputation and unrivalled automotive data place it at the heart of the UK
automotive industry.
SMMT is the voice of the UK motor industry, supporting and promoting its members interests, at home and abroad,
to government, stakeholders and the media.
SMMT represents more than 700 automotive companies in the UK, providing them with a forum to voice their
views on issues affecting the sector, helping to guide strategies and build positive relationships with government
and regulatory authorities.
Contact:
Konstanze Scharring
Director of Policy
kscharring@smmt.co.uk
020 7344 9223
Jonathan Hawkings
All-Party Parliamentary Motor Group Secretariat
motorappg.com
jhawkings@smmt.co.uk

:@SMMT

:SMMT

www.smmt.co.uk

THE SOCIETY OF MOTOR MANUFACTURERS AND TRADERS LIMITED
71 Great Peter Street, London, SW1P 2BN
Tel: +44 (0)20 7235 7000
E-mail: communications@smmt.co.uk
SMMT, the ‘S’ symbol and the ‘Driving the motor industry’ brandline are registered trademarks of SMMT Ltd
Disclaimer
This publication contains general information and, although SMMT endeavours to ensure that the content is
accurate and up-to-date at the date of publication, no representation or warranty, express or implied, is made as to
its accuracy or completeness and therefore the information in this publication should not be relied upon. Readers
should always seek appropriate advice from a suitably qualified expert before taking, or refraining from taking, any
action. The contents of this publication should not be construed as advice or guidance and SMMT disclaims liability
for any loss, howsoever caused, arising directly or indirectly from reliance on the information in this publication.

