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1. Summary and conclusions
1.1 The European automotive industry, which includes both end-product manufacturers and the motor vehicle components industry, is one of the EU's most important economic sectors and will continue to be so. In addition to making a considerable contribution to European GDP through its value added chain, the sector is also a major employer on the continent. The sector has always been characterised by extensive restructuring and is currently going through major changes. In the past 20 years, the internationalisation of production has been stepped up, which has led to very complex, constantly evolving value added and supply chains and thus to a new relationship on the part of end-product manufacturers with the automotive components industry and increased competition between production sites.

1.2 The driving forces behind the changes are, on the one hand,  competition and price pressure. On the other hand, there are always external influences which force enterprises to undergo extensive changes, such as taxes, environmental measures, safety requirements or fuel prices.

1.3 The component manufacturing industry, which has a very heterogeneous structure, is playing an increasingly important role. More and more value added is being transferred to components companies; this is presenting them with major challenges and is leading to extensive restructuring, company mergers and concentration processes.

1.4 Over the last ten years, the motor vehicle sector has recorded an uninterrupted increase in production. Since 2001, there have, in some areas, been considerable shifts not only between world regions, but also within Europe, particularly in terms of passenger vehicle manufacturing. Moderate increases in Europe and a sharp rise in Asia contrast with a decrease in NAFTA. In Asia, the increases have been concentrated mainly in China, Japan and South Korea. In the EU, while production expanded in the new Member States and in Germany, in France, Italy and Spain it fell.

1.5 In the automotive sector, new technologies, changes in manufacturing processes and outsourcing  are leading to a regional relocation of jobs, major changes in working conditions and to new job profiles requiring workers to be better qualified and more adaptable.

1.6 Following a thorough analysis of the situation and the future challenges facing the sector, the EESC's CCMI has come up with the following conclusions and recommendations:

· The biggest challenge facing the motor vehicle industry is reconciling the need for individual mobility and transport of goods with a volume of traffic close to full capacity and the associated environmental impact and security risks as well as the scarcity of raw materials. A rethink is required - in industry, amongst users and in politics.

· The EESC's CCMI urges the Commission to initiate a broad dialogue involving various stakeholders from industry, civil society and politics, as well as the scientific community, with a view to discussing ideas for a future transport concept and its implementation and developing specific projects. The goal must be to adopt an integrated approach for a new industrial policy in the sector.

· In view of the very narrow and therefore incomplete statistical definition (NACE definitions) and employment figures that are in some cases out-of-date, the Commission is urged to carry out a more in-depth analysis of component-related fields not yet covered and of employment trends (job opportunities, qualifications and working conditions). The findings from this research could serve as a basis for a social dialogue, which would play an important role in anticipating and responding to change.

· The future rules framework for the motor vehicle sector must follow the principle of better regulation. Necessary legal rules must be coordinated in the Commission (also among the various DGs) and relevant consultations must involve the most important stakeholders at an early stage. Ultimately, a balanced rules framework which takes account of opportunities and challenges can also become a competitive advantage.

· State aid procedures must be tightened up to exclude the possibility of unfair subsidies for specific locations in the future and the structural policy must also aim to ensure that existing structures are maintained and further developed. A European company taxation framework must be established in order to eliminate unfair conditions of competition.

· The EESC supports the Commission's approach to international trade, as set out in its communication on CARS 21. In particular, the EESC supports its observations with regard to facilitating market access for European companies through multilateral or bilateral agreements and the breakdown of non-tariff barriers to trade.

· The future of the European motor vehicle industry lies primarily in competition based on innovation and not cost. Conditions must therefore be created that promote innovation. Innovative capacity is the key to sustainable growth and secure jobs.

· Innovative work by companies is currently focussed primarily on meeting legal obligations (environment, safety) and increasing performance and improving comfort (faster - bigger – more powerful). This leads to the conclusion that the regulatory framework has a significant influence on the direction of research and development activities. Changing values in society and the ever more varied needs and wishes of customers must be given more consideration in the future.

· Within the framework of the EU research policy and the 7th framework programme for research and development, efforts must be stepped up with regard to basic research, development and the accelerated introduction of innovations into the automotive industry. The funding possibilities, above all for small and medium-sized enterprises in the components sector, must be improved through joint ventures and the provision of risk capital.

· There must be greater cooperation between end-product manufacturers, component manufacturers, engineering service providers and universities and technical colleges. There are already successful regional and cross-border examples of this, in the form of value-added clusters. These structures should be supported and further developed into new network structures between regions.

· Greater consideration should be given to improving the skills and qualifications of workers. In particular, it is essential to make automotive sector companies more attractive to young students at technical colleges.

· However, companies must themselves play a major role in anticipating change. 

· In particular, relations between OEMs and components manufacturers should be further developed and expanded into genuine partnerships. The Commission should contribute to this development and create the necessary framework conditions.

· Enterprises can best respond to ongoing change if they develop into learning organisations, in which knowledge can be used quickly and through networks. One of the most important future tasks facing the European automotive industry is to exploit and improve the qualifications and skills of its workers.

· It is of crucial importance, in order to successfully anticipate and respond to the consequences of change, that companies develop a culture of dialogue based on partnership and worker participation.

2. Introduction
2.1 The European automotive industry, which includes both end-product manufacturers (original equipment manufacturers/OEMs) and the motor vehicle components industry, is one of the EU's most important economic sectors, producing 18.6 million passenger vehicles, goods vehicles and buses each year. 27% of worldwide motor vehicle manufacturing takes place in the EU. One third of all passenger vehicles are produced in the EU. In addition to making a considerable contribution to European GDP through its value added chain, the sector is also a major employer on the continent. More than 12 million families rely on motor vehicle-related employment, with 2.3 million direct jobs and a further 10 million in ancillary sectors. Eleven major international manufacturers have their head offices in Europe (BMW, DAF, Daimler, FIAT, MAN-Nutzfahrzeuge, Porsche, PSA Peugeot Citroen, Renault, Scania, VW and Volvo), as do the European subsidiaries of General Motors and Ford (General Motors Europe and Ford of Europe).

2.2 The automotive industry is one of the EU's leading export sectors, with net exports of EUR 41.6 bn. The sector has a high rate of innovation, with annual expenditure of EUR 20 bn on research and development (R&D), or 4% of its turnover. The automotive sector is a source of mobility the world over and a key factor in economic, social and cultural life in Europe.
2.3 The sector has always been characterised by extensive restructuring and is currently going through major changes. Change is not only technological but also structural. The component manufacturing industry is playing an ever more important role here. With its complex value added and supply chain, the automotive industry is increasingly being organised on a cross-border or international basis.
2.4 At the same time, motor vehicle manufacturing is one of the most regulated areas in the EU (approx. 80 EU Directives and 115 UN/ECE regulations), owing to the technical complexity of the product and the effects of motor vehicle use on the environment, safety and mobility.
2.5 With the CARS 21 initiative, which has the brought together the most important industry stakeholders, the European Commission has taken a step towards developing a new coordinated framework for the sector
.
2.6 The EESC's CCMI has therefore decided to devote this information report to the "current situation and prospects" of the automotive sector in the EU in order to gather some background information, make a contribution to the debate and at the same time to carry out a comprehensive future-oriented analysis of the sector. 
3. International trends
3.1 The automotive industry encompasses, on the one hand, the end manufacture of passenger and commercial vehicles and caravans and trailers and, on the other hand, intermediary services and production of components for automotive manufacture – carried out by both the manufacturing and services sectors.
Most of the automotive industry is recorded in the classification of economic activities (NACE Rev. 1.1) under "manufacture of motor vehicles and components (NACE 34)". This encompasses the following sub-sectors:

· Manufacture of motor vehicles and motor vehicle engines (i.e. end-product manufacturers)

· Manufacture of bodies, superstructures and trailers

· Manufacture of parts and accessories for motor vehicles and motor vehicle engines (biggest share of automotive components).

However, a number of automotive components and services are not recorded in this category, including:

· Manufacture of electrical equipment for engines and vehicles

· Steel and aluminium production for automotive manufacture

· Manufacture of paints for the automotive sector in the chemical industry

· Tyre production

· Foundry and forge products for the automotive industry

· Synthetic and textile products

· Manufacture of catalytic converters, air conditioning systems, batteries and measuring instruments for motor vehicles 

· Servicing and repair of motor vehicles
· Industrial services from independent service providers for automotive production, including development services.

For these last areas of industrial production or services, specific data exists only in exceptional cases; generally speaking, these are production and service areas which form part of other industry and service sectors.

Where industry statistics for the automotive sector are provided below, they generally refer to the narrower definition mentioned above (NACE 34). 

3.2 Internationally, some 69.2 million motor vehicles were produced in 2006. The major production regions are the EU with 18.6 million units (27%), NAFTA with 15.9 million (23%), Japan with 11.5 million (17%) and China with 7.2 million (10%). The large majority of these are passenger vehicles, representing around three quarters of production, with the EU's share even higher here, standing at 33%. (However, as far as recording the manufacture of passenger vehicles is concerned, there is a problem of classification involving light commercial vehicles, which play an important role, chiefly in the USA - for NAFTA and the Mercosur region these are placed in the same category as passenger vehicles). 
3.3 With the exception of a temporary fall in 2001, since 1998 the sector has recorded an uninterrupted increase of more than 16 million units. Since 2001, there have, in some areas, been considerable shifts not only between world regions, but also within Europe, particularly in terms of passenger vehicle manufacturing. Moderate increases in Europe and a sharp rise in Asia contrast with a decrease in NAFTA. In Asia, the increases have been concentrated mainly in China, Japan and South Korea. In the EU, while production expanded in the new Member States and in Germany, in France, Italy and Spain it fell. 
3.4 In the past 20 years, the internationalisation of production has been stepped up. Major factors in this were:

· Mergers, takeovers and joint ventures

· Development of new capacities in emerging markets by manufacturers (end-product manufacturers and consequently component manufacturers too) from highly developed industrial countries; the establishment of production sites in third countries has been influenced amongst other things by considerable tax breaks (in part through special economic zones), local content clauses and import restrictions or duties on components

· Outsourcing – in many cases as offshoring

· New production strategies - mainly concerning platforms

· Geopolitical changes with the opening up of major world regions for foreign direct investment which were until now largely cut off (China, former COMECON states).
3.5 These strategies have led to extensive restructuring, very complex and constantly evolving value added and supply chains and thus to a new relationship on the part of end-product manufacturers with the automotive components industry and increased competition between production sites. This requires workers to be highly skilled and adaptable.

4. Development of the European automotive industry
4.1 In 2006, overall motor vehicle production in the EU (27) stood at 18.6 million passenger and commercial vehicles. Of this, passenger vehicle production alone represented 16.2 million units. The EU share of global production amounted to 27% (passenger vehicles: 33%). Within the EU, Germany is by far the biggest producer of motor vehicles. There has been no change here since the early 1990s; the German share of EU motor vehicle production – as measured by units produced - has remained at the level of 32% since 1990.

4.2 However, between 1990 and 2006, there were major changes in French, Italian, British and Spanish motor vehicle production. The French, Italian and British share of European motor vehicle production fell sharply in some respects while the Spanish share saw a sharp rise. Within the UK,  a major internal change took place: the production of domestic motor vehicle manufacturers continued to fall, while production in foreign – in particular Japanese – transplants rose sharply. At the same time, a number of British motor manufacturers lost their independence (Rover, Mini, Rolls Royce, Bentley, Jaguar).

4.3 Apart from Germany, of the "old" EU Member States only Belgium and Austria achieved production increases. In all other western Member States production of passenger vehicles has fallen since the early 1990s – sharply even, in some areas, such as Italy
, Spain and the Netherlands and recently in France too. The new EU Member States, on the other hand, achieved uninterrupted production increases. However, in 2006 aggregate manufacture of passenger vehicles in the Central and Eastern European countries was only just under 14% of total EU production
, with over 85% still taking place in the "old" Member States.

4.4 However, looking at production in terms of units provides only a limited picture. Owing to the addition of more components, the average "value content" of an individual motor vehicle has in recent years seen a clear increase. Looking at the distribution of value added is therefore more meaningful. Almost half of gross value added in EU automotive manufacturing is generated by the German automotive industry. This is considerably higher than Germany's share in terms of units alone and is essentially due to the following reasons:

· First of all, the share of premium motor vehicle production is considerably higher in Germany than in other countries. Every second motor vehicle produced in Germany is nowadays a premium product. Ten years ago, these represented only 37%. While over the last decade sales of mass-market products increased by "only" just under 30%, in the premium sector sales more than doubled.

· Secondly, within the EU the German automotive industry is not only the largest manufacturer of passenger vehicles, but also of buses and, by a significant margin, heavy goods vehicles, both being high value-added segments of production.

· Thirdly, Germany is also the centre of the European automotive components industry, which represents an ever increasing share of the overall value added of the automotive industry.

4.5 Consideration of the development of the European market provides the following picture: In 2006 there were over 1.2 million more registrations of new vehicles in the Western European market (EU 15 plus the EFTA countries Switzerland, Norway and Iceland)
 than in 1990. In that period, registrations of new passenger vehicles increased from 13.5 to 14.8 million. In the whole of the period from 1990 to 2006 market development in Western Europe went through a number of very different phases:

· between 1990 and 1992 registrations of new vehicles remained static;

· in the recession year of 1993 registrations of new vehicles fell dramatically – from over 13 million in 1992 to just over 11 million in 1993;

· between the low of 1993 and 1999 registrations of new vehicles saw another sharp rise; in 1999 over 14.5 million were registered; 

· between 1999 and 2002 registrations of new vehicles fell once again to 14 million but then recovered to their previous level of 14.5 million by 2004 and  have since increased slightly to 14.8 million.

However, the increase of over 1.2 million new vehicle registrations between 1990 and 2006 conceals a major change in the registration figures and market shares of individual manufacturers or manufacturing groups. The general market expansion has also therefore been accompanied by extensive restructuring.

4.6 Contrary to common assumptions, it is not Japanese and Korean manufacturers which have achieved the biggest sales increases since the early 1990s. With 804 000 more units sold, the biggest increase in sales was achieved by the VW group, particularly its Audi and Skoda brands. The VW group's overall market share (i.e. share of new registrations) increased from 15.7 to 19.8%. With 10.4 and 10.3% respectively, only the Volkswagen brand's share remained virtually unchanged. Japanese manufacturers as a whole increased their market share from 11.8 to 14.2%. Almost all of this sales increase was achieved by Toyota (490 000 of the additional 509 000 units sold). It should be noted here that the overall production of Japanese manufacturers in the EU now stands at 1.5 million units (source: JAMA), so the majority of passenger vehicles sold in the EU are also manufactured in the EU, in Japanese transplants. 

4.7 Following moderate losses at the beginning of the decade, in 2006 the market for commercial vehicles (heavy goods vehicles, trailers, buses) recovered. It is essentially following the trend in the investment goods sector. Unlike the passenger vehicle market, it is in some cases subject to extreme fluctuations (as much as 40%).

5. The role played by automotive component manufacturers
5.1 Automotive component manufacturers (NACE 34.3), which are recorded in industrial statistics as a sub-sector of the automotive industry, are engaged in the following economic activities:

· the production of various parts and accessories for motor vehicles, such as brakes, gear boxes, axles, wheels, shock absorbers, radiators, silencers, exhaust pipes, clutches, steering wheels, steering columns and steering gear;

· the production of parts and accessories for motor vehicle bodywork, such as safety belts, airbags, doors and bumpers;

· the production of parts for motor vehicle engines;

· the production of inlet valves and exhaust valves for internal combustion engines for motor vehicles.

5.2 However, a sizeable part of the automotive component manufacturing industry, in the broadest sense of the term, is not recorded directly in the statistics but is covered by industrial statistics either as independent sub-sectors of other sectors (such as manufacturers of tyres or electrical equipment for engines and motor vehicles) or as not specifically defined areas of other sectors or sub-sectors (steel and aluminium manufacturers; chemical industry; foundry and forge products; and the manufacture of seats, catalytic converters, air conditioning systems and batteries for motor vehicles). Furthermore, a wide range of ancillary services for the automotive industry are provided in the industrial services sector, for which adequate statistics are still not available. More comprehensive data, drawn from industrial statistics, is only available in respect of that part – albeit the largest part – of the automotive component manufacturing industry which is recorded statistically as a sub-sector of the automotive industry (the industry producing motor vehicles and parts for motor vehicles).

5.2.1 At the request of the industry trade union "Metall", the Institut für System- und Innovationsforschung of the Fraunhofer Gesellschaft has carried out an assessment of the number of people employed in automotive component manufacturing by companies which themselves are not recorded under the automotive industry (NACE 34). The study came to the conclusion that for every job recorded directly under automotive component manufacturers (NACE 34.3), there were 2.0 to 2.8 more jobs in other sectors which produce components for the automotive industry.

5.3 The component manufacturing industry is playing an ever more important role in the value-added and supply chain of the motor vehicle sector. While the volume of production of end‑product manufacturers has increased by a little more than 50% over the last 10 years, the volume of production of component manufacturers has more than doubled. The main reason for this development is the continued outsourcing of manufacturing and services by end-product manufacturers and the increasing number of motor vehicle fittings (air conditioning systems, navigation systems, ESP etc.), leading to a situation whereby more electronic components are being bought from external component manufacturers.

5.4 The component manufacturing industry has a very heterogeneous structure. The sector comprises both medium-sized enterprises and large multi-national industrial groupings. There are companies which deal exclusively with component manufacturing for the automotive industry and conglomerates in which automotive component manufacturing represents just one of a number of business activities. Seven of the world's fifteen largest manufacturers of automotive components have their head offices in the EU, as do all twenty of the biggest development service providers internationally. For a number of years, an accelerated merger process has been under way in the sector. Recently, takeovers in particular of small and medium-sized enterprises by financial investors (private equity) have seen a clear increase. During this process, the investment and innovative capacity of the automotive component manufacturers concerned can be seriously diminished as a result of the type of financing involved in the takeover (credit financing/leverage effect). All in all, there are considerable differences in economic performance and profitability between companies in the automotive components sector. These differences cannot be easily classified according to the particular size of the company.

5.5 In some Member States such as Germany, the number of people employed in the automotive industry has steadily increased over the last ten years. Renewed job losses at end-product manufacturers from 2001 onwards were for some time offset by job increases at component manufacturers. Furthermore, in Germany foreign trade surpluses in automotive components have been increasing for a number of years. This is contrary to the generally held assumption that production is being transferred on a large scale to low-wage states, even though such relocation has occurred in a number of individual cases. Other EU 15 Member States, which for a long time saw an expansion of production capacity in automotive component manufacturing, have since been affected by further relocations of part of production to low-cost sites (above all in the new Member States). This is probably true of Spain, Portugal, Italy and the UK, among others. Furthermore, the relocation of automotive component manufacturing is taking place at the same time as end manufacture of passenger vehicles is being relocated from the old EU Member States (EU 15) to the new Member States and some component manufacturers are following (probably true of France at the present time).

5.6 The development of relations between motor vehicle manufacturers and component manufacturers has given rise to a whole series of challenges for component manufacturers
:

· the transfer of parts of the value-added chain
 from end-product manufacturers to component manufacturers (reduction in the degree of in-house production brought about by outsourcing) goes hand in hand with a transfer of investment and R&D expenditure to component manufacturers, together with risks associated with volume manufacturing;

· this strategy has given rise to the following trend: end-product manufacturers are concentrating essentially on industrial design, style and marketing and assigning the essential innovation work
 to component manufacturers;

· in the case of some component manufacturers – in particular small and medium-sized manufacturers – this transfer has brought with it considerable financial problems which, at least for a time were further exacerbated by the restrictive lending policies of the banks (cf. the Basel II Accord);

· the efforts made by end-product manufacturers to cut down on material costs have been stepped up to a considerable degree and these efforts are reflected in direct downward pressure on the prices paid to component manufacturers;

· furthermore, a number of component manufacturers are having considerable difficulties in passing on higher commodity prices to final customers;

· competition between component manufacturers to secure orders has intensified sharply:

· the pressure to which many component manufacturers are exposed carries with it the danger of giving rise to defects in quality when fulfilling orders and restricting investment and innovation capacity;

· the pressure exerted by shareholders – not least by institutional investors – with a view to achieving increasing returns is growing;

· with a view to stepping up the rate of capacity utilisation (ending outsourcing of the production of niche vehicles) and to complying with agreements on the location of production, there is a trend towards "re-insourcing" on the part of end-product manufacturers;

· pressure to rationalise the market and promote mergers is mounting;

· some automotive component manufacturers are further expanding passenger vehicle manufacture for OEMs and are even considering takeovers of OEMs (e.g. Magna).

5.6.1 The study on the future development of the global automotive industry by Mercer Management Consult (MMC) and the Fraunhofer Gesellschaft (FhG) entitled Future Automotive Industry Structure (FAST) 2015
, generally acknowledged as the standard reference on the subject, assumes that the automotive component industry will undergo massive restructuring, despite the expected substantial expansion in production and added value in the industry, against a background of sharply rising global motor vehicle production in the period up to 2015. The study forecasts that, by 2015, the number of independent component manufacturers worldwide will be only half the corresponding figure for 2000. According to this forecast, of the 5 600 independent component manufacturers existing in 2000, only 2 800 will remain by 2015.

6. The changing face of the European automotive industry 
6.1 Massive restructuring has taken place in the European automotive industry (above all in passenger vehicle manufacturing) over the last 15 years. Different levels and timeframes can be distinguished for this restructuring:

· During the whole of the period from 1990 to 2006, Germany's share of European motor vehicle production (passenger and commercial vehicle units) has hardly changed. 

· In the UK, massive internal restructuring has taken place: the decline of traditional, domestic motor vehicle production has been partially offset by the rising production of foreign – in particular Japanese – transplants.

· Over the same period, Italy and France, on the other hand, suffered significant losses of market share, whereas the market share of Spain in particular rose considerably.

· Over the last five years – from 2001 to 2006 – part of these changes has been reversed; Spain has seen a major drop in production since 2004. After recovering in the late 1990s and at the beginning of the 21st century, French motor vehicle production experienced a sharp decline between 2004 and 2006 (-500 000 units). Germany managed to further increase its passenger and commercial vehicle production during this period. In Italy there was a slight recovery in production.

· There has been a clear expansion in the automotive industry in the Central and Eastern European Countries (CEECs) since the beginning of the 1990s:

· in the 1990s a dominant role was played in this trend by, in particular, the VW Group (operating in the Czech Republic, Slovakia and Hungary);

· since the beginning of the 21st century, other foreign groupings (PSA, Toyota, Hyundai-Kia) have also built up their capacity to a considerable extent;

· overall, the expansion in the production of passenger vehicles in the CEECs (brought about, not least, by the building of new plants) has attracted, in its wake, component manufacturers to the production location of the OEMs ("just in time" and "just in sequence" operations);

· Particularly in recent years, there has been a clear shift in production away from the old EU Member States (in particular France and Spain) to the new Member States (especially the Czech Republic and Slovakia).

· An extensive internal restructuring has taken place in the automotive industry  as a result of outsourcing to component manufacturers and technological development (the increased use of electronics); in the latter case, this internal restructuring is not primarily the result of outsourcing but rather a result of the fact that new components/parts were, from the outset, purchased from external component manufacturers (the same applies also in the case of software and a number of engineering services).

· A whole series of mergers and takeovers has taken place amongst OEMs in Europe (and worldwide); in this context German groupings have played an exclusively active role (i.e. as the acquiring companies) (e.g. Daimler-Chrysler; VW-SEAT, Skoda, Lamborghini, Bentley; BMW-Rover/New Mini, Rolls Royce). However, some of these acquisitions have since been abandoned (Daimler-Chrysler; BMW-Rover). 

· Joint ventures (including intercontinental ventures) have been established between OEMs (both for specific developments and for production).
· In the component manufacturing industry large-scale concentration processes have taken place by means of mergers and acquisitions. The latest trend in this regard is the involvement of private equity funds.

6.2 The driving forces behind the changes were, on the one hand, competition and price pressure (price pressure has led to extensive restructuring and has been passed on by end-product manufacturers to the components industry too). On the other hand, there are always external influences, such as taxes, environmental measures, safety requirements and fuel prices, which force companies to undergo extensive changes. Another key factor is diesel technology, which has undergone constant development over the last 15 years.

6.2.1 Since companies operate directly in a sensitive market, models policy and quality management are very important. In the past, mistakes here have led to considerable problems for some companies and accelerated the restructuring process. 

6.3 New technologies, changes in the manufacturing process and outsourcing have led to significant changes in working conditions in the automotive sector. For example, the debates about flexible working hours in the 1990s were to a great extent dominated by this sector. At the same time, qualification requirements have increased.

6.3.1 Between 2001 and 2006, a significant relocation of jobs took place, which essentially mirrored the shift in production within the EU. It should be noted, however, that employment statistics are still highly inaccurate and not always up-to-date. Nonetheless, they do indicate basic trends. All in all, some 120 000 jobs were axed in the EU 15, while in the new Member States almost 200 000 new jobs were created. In relation to overall employment in the sector, the worst affected were the UK (-44 000), Belgium (‑7 000), France (-27 000) and the Netherlands (-4 000). There are still no up-to-date figures for Spain and Portugal and developments since 2006 have yet to be taken into account. Germany lost some 20 000 workers, but in relation to overall employment this represented only a small share (-2.6%) and was the result of productivity increases that were well above average. The biggest job increases were recorded by the Czech Republic (+33 500), Poland (+23 000), Slovakia (+22 000), Hungary (+13 000) and Romania (+17 000).  

6.3.2 The restructuring of the sector is leading not only to a regional relocation of jobs, but also to higher requirements for workers' qualifications and jobs with completely new skill profiles.

7. Future challenges and opportunities
7.1 All current studies of trends in the automotive industry and forecasts point to the fact that, in the medium term, this will be a growth sector throughout the world but one which is, however, continuing to be characterised by large-scale restructuring:

· Growth in added value and employment is concentrated primarily on the component-manufacturing sector and is being achieved by means of continuing outsourcing.

· Further outsourcing is, above all, expected by (US) mass production companies; European (and, in particular German) premium producers are less concerned by this phenomenon.

· Internationally, the main areas of growth in motor vehicle production (passenger car manufacturing) are to be found in the BRIC states (Brazil, Russia, India and China), in particular in China and India, and (!) in Europe.

· Despite the general trend towards growth, it is not just regional shifts in focal points of growth that are on the cards:

· there is a danger that some individual end-product manufacturers will have to contend with crises which threaten their very existence;

· the possibility that the USA may witness a similar internal development to that which took place in the UK in the 1990s cannot be ruled out (comprehensive restructuring with regional relocation);

· relations between vehicle manufacturers and component manufacturers will continue to undergo changes as a result of outsourcing processes;

· the component-manufacturing industry is likely to undergo further large-scale concentration;

· as a result of technological developments (in, for example, the automotive and engine technology field), considerable restructuring is likely to take place in the component manufacturing sector.

· There are a number of different factors which will determine the extent to which individual component manufacturers are affected by these restructuring processes. These factors are as follows:

· the product portfolio of the companies and the extent to which they are the sole manufacturers of the products in question;

· R and D activities and the distribution of their costs; 

· relations between the respective vehicle manufacturers and component manufacturers; 

· product-organisation efficiency; 

· the degree to which the companies concerned participate in value-added networks and relations between clusters; 

· the structure of the companies concerned and their ownership relations; 

· capital resources and the extent of free cash flow; 

· regional presence.

· The development of the regional structure of the European automotive industry will continue to be characterised by a shift from west to east.

7.2 It is fair to assume that forced productivity increases in the automotive industry will continue to exceed predicted production increases. This will lead to sustained pressure on employment and working conditions (above all in the components industry).

7.3 In the global – as well as the European – automotive industry, there is considerable overcapacity in passenger vehicle manufacturing. Pressure from surplus capacity will be further increased by the ongoing build-up in capacity. 

7.4 The market is being shaped by the ever more varied and complex needs of consumers. Demographic trends play a major role here, as do trends in incomes and sales prices. 

7.5 Climate problems, scarcity of raw materials and security present massive external challenges. This increases pressure to step up development in the areas of propulsion technology (and exhaust gas prevention and alternative fuels) and materials technology and with regard to integrated, intermodular transport systems, not least as a new path to development for newly industrialised countries. This will have the greatest impact on the sector in the near future.

7.6 We are faced with the challenge - and not only in Europe - of further developing the transport system as a whole into a cross-border, networked, integrated and intermodular transport system, which, with a view to meeting the need for affordable travel, protecting the environment and resources, ensuring transport safety and safeguarding the competitiveness of European vehicle manufacturing and logistic services, best combines modes of transport, exploiting their respective strengths. This also requires that we define the future role of road transport and the motor vehicle within the framework of such a system.

8. Conclusions and recommendations
8.1 The motor vehicle industry will remain a key sector in the European economy, even if it is currently facing fundamental challenges and will continue to undergo restructuring on a permanent basis. The main goal of companies, Member States and the EU must be to maintain and strengthen the competitive position and thereby secure jobs in this sector.

8.2 By far the biggest challenge facing the motor vehicle industry is reconciling the need for individual mobility and transport of goods with a volume of traffic close to full capacity and the associated environmental impact and security risks as well as the scarcity of raw materials. A rethink is required - in the industry, among users and in politics. The EESC's CCMI therefore urges the Commission to initiate a broad dialogue involving various stakeholders from industry, civil society and politics and also the scientific community with a view to discussing ideas for a future transport concept and its implementation and developing specific projects.

8.3 The Commission has taken measures with regard to the motor vehicle sector as part of industrial policy. With the high-level group "CARS-21", the ensuing communication and the restructuring forum in October 2007, important initial steps were taken to respond to changes in the industry. However, further efforts will be required to make this into an ongoing process and to develop framework conditions for a long-term strategy, which will also lead to growth, innovation and jobs.

· The goal must be to adopt an integrated approach for a new industrial policy in the sector, which brings together the various stakeholders, ensures a balance of interests and develops a consensus model combining the goals of growth and competitiveness with those of more jobs, high social and environmental standards and safety.

· Comprehensive analysis of the sector is urgently required. In view of the very narrow statistical definition of the sector's activities, an overall picture must be obtained which also takes into account component-related fields not included in the specific NACE definitions.

· In respect of jobs, the EESC's CCMI proposes an in-depth analysis of the expected medium and long-term consequences of restructuring on job opportunities, workers' qualifications and working conditions. The findings from this research could serve as a basis for a social dialogue, which would play an important role in anticipating and responding to change. In this connection, the discussion of changes to labour law
 in the Community is of particular importance for the sector.

· The future regulatory framework for the motor vehicle sector must follow the principle of better regulation. Necessary legal rules must be coordinated at the Commission (also among the various DGs) and relevant consultations must involve the most important stakeholders at an early stage. The main goal of these consultations should be to agree on priorities, possible alternatives and consequences. Expert impact assessments and benchmarking to compare the rules with those of other economic regions should at the same time serve as a basis for decision-making. Ultimately, a balanced regulatory framework which takes account of opportunities and challenges can also become a competitive advantage.

8.4 There are various reasons for the shift in motor vehicle production from west to east in recent years. New production capacities have been built up in places where markets were expected to grow. At the same time, a massive relocation of jobs has taken place. This was in some cases associated with large-scale state aids and tax breaks. State aid procedures must be tightened up to exclude the possibility of unfair subsidies for specific locations in the future and structural policy must also aim to ensure that existing structures are maintained and further developed. A European corporate taxation framework must be established in order to eliminate unfair conditions relating to competition.

8.4.1 The EESC supports the Commission's  approach to international trade, as set out in its communication on CARS 21. In particular, the Committee supports its observations with regard to facilitating market access for European companies through multilateral or bilateral agreements and the dismantling of non-tariff barriers to trade
. 

8.5 The future of the European motor vehicle industry lies primarily in competition based on innovation and not cost. Conditions must therefore be created that promote innovation. Innovative capacity is the key to sustainable growth and secure jobs. 

8.5.1 In its communication on CARS 21 (COM(2007) 22 final), the Commission rightly points out the significance of technology platforms and the possibilities within the framework of the 7th framework programme for research and development. In addition to the Commission's proposals, the following should be noted: 

· Innovative work by companies is currently focussed primarily on meeting legal obligations (environment, safety) and increasing performance and improving comfort (faster - bigger – more powerful). A considerable number of these innovations are developed without customers, because they do not recognise the benefits or have any need for them
. This leads to the conclusion that while the regulatory framework has a significant influence on the direction of research and development activities, little consideration is given to changing values in society and the ever more varied needs and wishes of customers
. 

· It is therefore extremely important to increase the effectiveness of innovation in the sector and to raise funds for investment in innovation in order to meet the expected need. Within the framework of the EU research policy and the 7th framework programme for research and development, efforts must be stepped up with regard to basic research, development and introducing innovations into the automotive industry. The funding possibilities, above all for small and medium-sized enterprises in the components sector, must be improved through joint ventures and the provision of risk capital. 

· There must be greater cooperation between vehicle manufacturers, component manufacturers, engineering service providers and universities and technical colleges. There are already successful regional and cross-border examples of this, in the form of value-added clusters. Not only do these clusters generate major synergies, they also, by pooling skills, make a significant contribution to competitiveness. They are therefore fairly well protected from relocations and guarantee longer-term employment in the regions concerned. These structures should be supported and further developed into new network structures between regions.

· Finally, greater consideration should be given to improving the skills and qualifications of workers. In particular, it is essential to make companies in the automotive sector more attractive to young students at technical colleges. This will be achieved through a structured link-up of universities, research and development and companies, resulting in regional value-added and competence clusters. It will also be interesting to see whether efforts to increase the number of women studying engineering and subsequently working in the motor vehicle sector are successful. 

8.6 Companies must further develop their strategies and regularly adapt them. It is of crucial importance that companies take up the new challenges and play an active role in shaping change. 

· In particular, relations between OEMs and components manufacturers should be further developed and expanded into genuine partnerships. This is also in the fundamental interest of the EU, if a sustainable policy for the sector is to be developed. The Commission should therefore contribute to this development and create the necessary framework conditions.

· Companies can best respond to ongoing change if they develop into learning organisations, in which knowledge can be used quickly and through networks. One of the most important future tasks facing the European automotive industry is to exploit and improve the qualifications and skills of its workers.

· Constant restructuring in companies is leading to a situation whereby subjects such as employment, employability, investment, decisions on location and working conditions are increasingly taking on a cross-border dimension. It is therefore of crucial importance, in order to successfully anticipate and respond to the consequences of change, that companies also develop a culture of dialogue based on partnership and worker participation. In many companies in the sector, European works councils have been set up, which have already gathered some experience.

Brussels, 13 November 2007.
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of the
Consultative Commission on Industrial Change   
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European Economic and Social Committee




Patrick Venturini  
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APPENDIX

	TABLE 1:

World motor vehicle production (passenger and commercial vehicles)

	
	
	
	

	000s
	
	
	

	
	
	
	

	
	2000
	2006
	2000/06

	
	
	
	

	Total world production
	58 008
	69 127
	+11 119

	
	
	
	

	Total European production
	20 131
	21 294
	+1 163

	
	
	
	

	EU 25
	17 103
	18 389
	+1 286

	of which Member States from CEEC*
	1 281
	2 206
	+925

	
	
	
	

	NAFTA
	17 660
	15 882
	-1 778

	
	
	
	

	Asia
	17 501
	26 415
	+8 914

	of which PR China
	2 069
	7 189
	+5 120

	
	
	
	

	*Poland, Czech Rep., Slovakia, Hungary, Slovenia
	
	
	

	Source: OICA/VDA
	
	
	


	TABLE 2:

Motor vehicle production in the EU (25)
	

	
	
	
	

	000s
	
	
	

	
	
	
	

	
	2000
	2006
	2000/06

	
	
	
	

	All motor vehicles
	17 103
	18 389
	+1 286

	
	
	
	

	of which Passenger vehicles
	14 802
	15 941
	+1 139

	
	
	
	

	of which Commercial vehicles
	2 300
	2 448
	+148

	
	
	
	

	Source: OICA/VDA
	
	
	


TABLE 3:

Passenger vehicle production in the EU (25)
	000s
	
	
	

	
	2000
	2006
	2000/06

	
	
	
	

	Total passenger vehicle production 
	14 802
	15 941
	+1 139

	
	
	
	

	Germany
	5 132
	5 399
	+267

	France
	2 880
	2 750
	-130

	Spain
	2 366
	2 079
	-287

	UK
	1 641
	1 442
	-199

	Italy
	1 422
	893
	-529

	CEEC*
	1 238
	2 079
	+841

	
	
	
	

	*Poland, Czech Rep., Slovakia, Hungary, Slovenia
	

	Source: ACEA/VDA
	
	
	


	TABLE 4:

Number of people employed in the EU automotive industry (NACE 34) in 2005

	
	

	000s
	

	
	

	Germany
	862

	France
	299

	UK
	185

	Italy
	162

	Spain
	159

	Poland
	107

	Czech Republic
	103

	Sweden
	78

	Romania
	65

	Slovakia
	57

	Belgium
	46

	Hungary
	42

	Austria
	32

	Netherlands
	22

	Portugal
	22

	Ireland
	10

	Slovenia
	9

	Finland
	7

	Denmark
	5

	
	

	Source: EU Commission
	


	TABLE 5:

R&D spending by European motor vehicle manufacturers (2005)

	
	

	Bn. Euro
	

	
	

	DaimlerChrysler
	5.7

	Volkswagen
	4.0

	BMW
	3.1

	Renault
	2.3

	PSA
	2.1

	Fiat
	1.3

	
	

	Source: EU Commission/ACEA
	


	TABLE 6:

New registrations of passenger vehicles 2006

	
	

	Number 
	

	
	

	Europe (EU25+EFTA)
	15 364 997

	EU 25
	14 969 810

	EU 15
	14 229 028

	EU (New members since 2004)
	740 782

	
	

	Germany
	3 467 961

	UK
	2 344 864

	Italy
	2 321 099

	France
	2 006 549

	Spain
	1 499 032

	
	

	Source: ACEA
	


TABLE 7:

New registrations of passenger vehicles in western Europe (EU15+EFTA)
	
	
	
	
	

	Number
	
	
	
	

	
	1990
	2000
	2006
	1990/2006

	
	
	
	
	

	VW group
	2 118 950
	2 755 980
	2 922 701
	+803 751

	PSA group
	1 718 840
	1 929 452
	1 943 352
	+224 512

	Ford group
	1 555 854
	1 590 344
	1 578 812
	+22 958

	GM group
	1 622 533
	1 597 387
	1 503 216
	-119 317

	Renault (without Dacia)
	1 315 495
	1 559 327
	1 420 535
	+105 040

	Fiat group
	1 868 370
	1 475 293
	1 120 275
	-748 095

	Toyota
	363 285
	542 771
	852 881
	+489 596

	Mercedes (without Smart)
	438 077
	709 657
	713 742
	+275 665

	BMW (without Mini)
	363 598
	499 278
	670 395
	+306 797

	Korean manufacturers
	18 274
	507 561
	553 874
	+535 600

	
	
	
	
	

	Total
	13 516 728
	14 746 571
	14 762 961
	+1 246 233

	
	
	
	
	

	Source: ACEA
	
	
	
	


	TABLE 8:

Shares of gross value added in the EU automotive industry 2005

	in %
	
	
	

	
	Automotive industry as a whole
	Motor vehicle manufacturers
	Automotive component manufacturers 

	
	(NACE 34)
	(NACE 34.1)
	(NACE 34.3)

	
	
	
	

	Germany
	47.3
	51.9
	45.9

	France
	14.2
	16.3
	11.3

	UK
	8.7
	7.6
	10.1

	Spain
	6.8
	6.2
	8.4

	Italy
	5.3
	2.6
	9.2

	Sweden
	3.8
	4.7
	2.6

	Belgium
	2.8
	3.1
	2.0

	Poland
	2.2
	1.7
	3.4

	Czech Rep.
	2.2
	n/a
	n/a

	Austria
	2.1
	2.1
	2.4

	Netherlands
	1.4
	1.4
	0.7

	EU as a whole
	100
	100
	100

	
	
	
	

	Source: VDA International Auto Statistics 2006
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� 	See the EESC opinion on the Commission Communication COM(2007) 22 final - INT/351 (rapporteur Mr Davoust).


� 	In the last three years, Italian motor vehicle manufacturing has recovered a little but has not fully recouped previous losses. The country's biggest manufacturer, FIAT, announced record results in the first half of 2007. 


�	The CEEC share of commercial vehicle production is considerably lower.


�	Not only did the Western European market still represent well over 90% of the overall European market (EU 25 + EFTA) in 2005, it is also the one area for which there is currently meaningful data on long-term trends.


� 	See also appendices 1 and 2 of the EESC opinion – CCMI/037 "Value and supply chain development in a European and global context" of 25 April 2007 (CESE 599/2007).


� 	The FAST study (see point 5.6.1) is based on the assumption that the component manufacturing share of value added will increase from 65% in 2002 to 77% in 2015.


� 	Examples: ABS, ESP.


� 	The key findings of this study were published in a special edition of the magazine Automobil-Produktion in April 2004.


� 	Commission Green Paper Modernising labour law to meet the challenges of the 21st century COM (2006) 708 fin and the Commission Communication Towards Common Principles of Flexicurity: More and better jobs through flexibility and security COM (2007) 359 final.


� 	See EESC opinion INT/351 regarding the Commission's communication on CARS 21 - COM(2007) 22 final.


� 	Car Innovation 2015 – study by Oliver Wyman (formally Mercer Management Consulting) – presented in the magazine Automobil-Produktion  in May 2007.


� 	For example, the aging society is barely taken into account in relation to  vehicle handling and safety.
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