
Electric car subsidy spared government axe 
Brian Groom 

A promised £5,000 subsidy towards the cost of buying a low-carbon electric or hybrid car is to 
be spared the spending axe, the government announced on Wednesday. 

Philip Hammond, transport secretary, said the incentive, first announced by the Labour 
government, would go ahead from next January. 

The transport department said the announcement had been made before the completion of the 
autumn spending review to support the early market for ultra-low carbon vehicles. 

It said that although the government remained committed to reducing the budget deficit, it 
understood the need for certainty for investors taking long-term decisions on where to launch 
vehicles and locate production. 

The grant will reduce the cost of new ultra low-carbon vehicles by 25 per cent up to a 
maximum of £5,000. Covering electric, plug-in hybrid or hydrogen fuel cell cars, the incentive 
has been agreed until March 2012 at a cost of £43m, with the level of grant being reviewed in 
January 2012. 

The department said the cost of the initial phase was in line with that planned by Labour, 
which promised £230m by 2014. Mr Hammond said the level would be reviewed regularly to 
ensure the UK remained competitive and taxpayers got value for money.  

Mr Hammond said: “The coalition government is absolutely committed to low-carbon growth, 
tackling climate change and making our energy supply more secure. We are sending a clear 
signal that Britain is open for business and that we are committed to greening our economy. 
This will ensure that the UK is a world leader in low-emission vehicles.” 

Paul Everitt, chief executive of the Society of Motor Manufacturers and Traders, said: “This is 
great news for industry and a significant commitment by the new government to create UK 
jobs in the emerging market for ultra-low carbon vehicles. 

“The UK is well placed to exploit the global opportunities in the transition to low-carbon 
technologies and is already making significant progress through research and development, 
the low-carbon supply chain and vehicle manufacturing. 

“Today's announcement is an important step in helping to attract new investment and laying 
the foundations for thousands of new high-skill jobs.” 

Carmakers successfully lobbied the previous government for the subsidy, which they said was 
essential to create a sufficiently large British market for them to justify investing in UK 
production. 

The coalition recently approved the former government’s £20.7m grant for Nissan to produce 
its plug-in Leaf car in the UK, and a £360m guarantee for Ford to develop a new generation of 
low-emission engines. 

Vauxhall wants to build its Ampera extended-range electric car at Ellesmere Port on 
Merseyside and is likely to seek a grant, which would test the reluctance of Vince Cable, 
business secretary, to offer large-scale support in future to individual companies. 

Duncan Aldred, Vauxhall Motors’ managing director, said: “Today’s announcement is good 
news for the UK. Stimulation of new low-carbon vehicle technology with incentives assures 
that the significant investment being made by both vehicle and infrastructure manufacturers 



will result in more buoyant sales and a fast track to the considerable impact low-carbon 
vehicles can make on our environment.’’ 

Vicky Wyatt, Greenpeace transport campaigner, said the first chunk of funding was welcome 
but “if the government is serious about putting hundreds of thousands more electric cars on 
Britain’s roads, it’s vital that Phillip Hammond makes a long-term commitment and stumps up 
the full £230 million, as promised by the previous government.” 
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