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The global automotive industry
and enhanced regulations: a very
steep path ahead
Executive summary
The global auto sector is facing several challenges including enhanced and stricter regulations against
environmental risks in the context of a slowdown of the global economy. Car sales are on a downward trend,
as uncertainty bites. Moreover, regulations around the world are becoming more stringent as Europe and, in
the United States, the State of California in particular; implement tougher norms, followed by regulation bodies
in other big markets for the auto sector. Consequently, auto companies’ profitability will be impacted, as they
will invest to deliver cars tailored to meet their consumers’ evolving needs, while complying with stricter rules
regarding requirements to produce cars that generate lower gas emissions for example, which will increase their
costs. Finally, the car sector, while trying not to be outrun, will be reshaped by the entry of newcomers such as
Google Waymo and Tesla alongside historical traditional actors, as well as a wave of mergers and acquisitions.

2020 and beyond: some tough
years ahead as emissions norms
are converging
More challenging “emission rules” in Europe

Europe is at the forefront of forcing the car industry to
comply with stricter norms. As such, 2020 is seen as a
major year for the car sector in Europe. The European
Commission (EC) is targeting tougher emission targets
from 2021 to 2030, forcing carmakers to increase the
share of electric and low-emissions vehicles (see Table 1).
TABLE 1
Allowed CO2 emission in grams per km in Europe

Years
2012 to 2019
2020 / 2021

Permitted CO2 emission (g/km)
130
95

Sources: Continental

1 - PA Consulting, November 2018. Driving into a low emissions future.
2 - Ibid.
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Moreover, there will be an intermediate step at the year
2025, which will mark a 15% drop in CO2 emission for
the sold fleet. 2030 will see another mandatory drop
(since 2021) reaching 37.5%, hence a decrease of onethird of total emissions over a decade, only possible by
a surge in electric cars sales. Currently, carmakers are
producing cars of which the 2017 average emissions
stand within 103 g/km (Toyota) and 151 g/km (Jaguar),
and are facing many challenges to lower their emissions.
They should also echo the higher costs on customers,
at the risk of losing them, and could be fined for every
extra gram of CO2/km/vehicle. PA Consulting estimates
that for the VW Group, penalties could amount to USD
1.4 bn, around 10% of its annual profit1.
Finally yet importantly, electric vehicles (EV) and plugin hybrid (of which the batteries need to be charged
by plugging it to an external source of electricity)
need infrastructures and large investments to lower
production costs and to develop efficient charging
stations. For instance, Fiat Chrysler Automobiles
(FCA) is expected to spend USD 9 bn in electrification
by 2022 according to PA Consulting2.

