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REPORT OF THE THIRD APEC AUTOMOTIVE DIALOGUE MEETING

Bangkok, Thailand

3-5 April 2001

1. The third APEC Automotive Dialogue, Chaired by Mr Ian Grigg, was held in Bangkok on 3-5 April 2001.  The Dialogue, which is open to all APEC member economies, is a unique forum that brings together senior industry representatives and Government officials to discuss ways in which the APEC automotive sector could be strengthened. It provides for a frank exchange of views that enhances understanding of the major issues and trends shaping the regional automotive industry.

2. The Dialogue was attended by more than 200 senior officials and industry representatives from Australia, Canada, China, Indonesia, Japan, Korea, Malaysia, Mexico, the Philippines, Chinese Taipei, Thailand, the United States and Vietnam.  The APEC Secretariat also attended.  The Secretary-General of the Organisation Internationale des Constructeurs d’automobiles (OICA) also participated.  The Dialogue welcomed China, Mexico and Vietnam as first time participants.

3. Participants noted with thanks the outstanding work of Thailand in setting in place excellent arrangements for the meeting.  Particular appreciation was expressed to the Thai Automotive Industry Association (TAIA), the Thai Automotive Parts Manufacturers Association (TAPMA) and the Thai Ministry of Industry for their effective co-ordination of the Dialogue.

4. The Dialogue was formally opened by Mr Manu Leopairote, Permanent Secretary, Ministry of Industry, Thailand. His keynote address outlined recent key developments affecting the Thai automotive sector and the thrust of Thailand’s economic reform agenda for the sector.  He stressed the necessity of creating mutually beneficial arrangements through the Dialogue, and the importance of implementing the ASEAN Free Trade Agreement (AFTA).

5. Senior industry participants noted that the Asia-Pacific region continues to be seen as the key future growth region for the global automotive industry.  However, it was also recognised that although there had been some improvement, there is currently less than optimal utilisation of capital and labour in this sector throughout the region. Addressing this problem would deliver real benefits to all.

6. Participants noted that the APEC Automotive Dialogue is the only region-wide automotive forum that promotes open dialogue among all interested parties, includes direct input by both industry and government and addresses a broad range of automotive issues.  As such, it performs a very useful role and should continue to focus on the achievement of outcomes of mutual benefit to participating economies. 

7. APEC Ministers Responsible for Trade (MRT) at their meeting in Darwin, Australia in June 2000 welcomed “progress reported on senior level public-private collaboration in the Automotive Dialogue”.  The MRT encouraged governments to study the joint industry recommendations from the Dialogue’s supplier and effective automotive policies groups. At the Manila Dialogue government representatives supported the broad thrust of the industry recommendations.  In general they reaffirmed the need for further step-by-step trade liberalization and the importance of the implementation of AFTA for the APEC regional automotive industry.  A number of presentations emphasised the call from APEC Leaders to strengthen the multilateral trading system including the need to expedite the launch of a new WTO round and the need for the APEC Automotive Dialogue to contribute to this process where possible.    Participants noted the impact on policy making from international agreements and also from important commitments in sub-regional arrangements.  

8. Many participants stressed the importance of the removal of local content requirements as a part of the globalisation process.  Thailand and Indonesia specifically noted the removal of their local content requirements to meet WTO commitments.  Participants recognized the importance of this step in sustaining the development of the automotive industry in the long-term.

9. Participants reaffirmed that seeking a sustained recovery of the auto industry in the economies seriously affected by the financial crisis should remain the first priority for the Dialogue.  Emphasis was placed on the need to develop practical measures to assist the industry to achieve global benchmarks of quality, reliability and price competitiveness.

10. It was agreed that the Dialogue should continue to address a comprehensive range of issues affecting the industry in a manner that reflects the diverse perspectives of individual economies, in line with the principles of voluntarism and the promotion of mutual growth. The Dialogue held a frank exchange of views on the pace of globalisation and its impact on regional recovery and development.

11. The Dialogue stressed the importance of advancing its current work program as quickly as possible with a view to achieving more concrete outcomes in the short term on practical issues.  The Dialogue heard that priority should be given to such issues as harmonisation of automotive technical regulations, effective automotive policies and customs procedures.  The Dialogue also supported collaborative bilateral activities such as technical capacity building, as well as issues that relate to the growth of the industry such as traffic congestion, the environment, information technology, intellectual property rights and human resource capabilities.  The Dialogue also recognised the importance of economic and technical (ecotech) projects in achieving these goals.

12. The commitment to liberalisation as specified in the Bogor goals and implemented according to APEC principles was reaffirmed.  Participants stressed the value of a step-by-step approach to trade liberalisation and the importance of this process continuing.  Orderly policy development aimed at reducing the cost of adjustment and bringing forward the benefits of reform was strongly supported. 

13. The Dialogue agreed on the importance of highlighting with APEC Ministers and Leaders the achievements of the Dialogue since its inception.  This would include the recommendations from the auto manufacturers and suppliers. The Dialogue agreed that inter-sessional work should be undertaken by a coordinating group to develop a report on the Dialogue’s key achievements.  This should be forwarded to APEC Ministers Responsible for Trade in June and APEC Ministerial and Leaders’ meetings in Shanghai, China in October 2001 in accordance with APEC procedures. 

14. It was also recommended that the Dialogue should establish working groups to immediately progress work on specific areas of the work program.

15. The Dialogue reaffirmed the priorities for the future work program including specific items outlined below.  

Assistance to Automotive Suppliers

16. The Dialogue heard presentations from two supplier panels, with a focus on education and providing information to the group.  The first panel focused on supplier development programs provided by the vehicle manufacturers and global Tier One supplier companies.  This panel heard presentations from two U.S. companies on the programs to assist with the development of their suppliers.  The panel also included presentations from two Japanese associations.  The Japan Automotive Parts Industry Association (JAPIA) presented on their supplier development programs in the ASEAN region and their efforts to develop web sites to promote ASEAN based supplier companies.  The U.S. Motor Equipment Manufacturers Association (MEMA) discussed their efforts to use web pages to promote auto parts companies in the global market.  JAPIA and MEMA both expressed an interest in further work on this subject.  The Japan Automobile Manufacturers Association (JAMA) provided presentations on two ongoing supplier development programs, the Roving Automotive Experts Dispatch Scheme for ASEAN 4 and the ASEAN Auto Supplier Conferences.

17. A second panel presented case studies from companies successfully doing business in the ASEAN region.  A Mexican based supplier company explained its experiences under the liberalization process that took place during the implementation of the North American Free Trade Agreement (NAFTA), including its initial concerns before implementation, and the steps it took to successfully adjust to the transition.  Finally the panel heard a presentation from Thailand on the difficulties of the Thai auto parts companies during the 1997 Asian Financial Crisis, and their current needs for assistance from global manufacturers.

Automotive Technical Regulations Harmonisation 

18. A panel on technical regulation harmonization highlighted the importance of this issue to vehicle manufacturers and governments.  A presentation by OICA on the current activity underway in the United Nations Economic Commission for Europe, Working Party 29 (UN/ECE WP29), including activity under the 1958 and 1998 Agreements was provided. Dialogue members were encouraged to participate in this forum.  Recognizing that technical regulation harmonization is a trade issue the panel stressed that the Dialogue has an important role to play in the harmonization process.  This role would include promotion of the initiatives underway and work to educate industry and economy leadership on the importance of this issue to the automotive industry.  

19. The Dialogue discussed the merits of joining WP29 and various methods of participating in the group’s activities.

20. The Dialogue adopted the “Principles of Technical Regulation Harmonization” (attached) and agreed to continue work on the Automotive Dialogue Framework for Automotive Technical Regulations in APEC with the goal of reaching consensus among the members prior to the APEC meeting of APEC Ministers’ Responsible for Trade in June.  The importance of continued cooperation with the APEC Road Transport Harmonization Project (RTHP) group, including the possible development of a list of key regulatory areas was noted.  Dialogue experts in this area were encouraged to participate in a special meeting on technical regulation harmonization, taking place immediately after the conclusion of the Dialogue meeting on 5 April.

State of the ASEAN Auto Industry

21. The panel provided an overview of the state of the ASEAN automotive industry, noting the decline in the regional automotive market following the financial crisis. The outlook indicates full recovery to pre-crisis levels in the medium term. There was also a presentation on the development of a proposal on the Enhancement of Engineering and Product Development Capability in ASEAN.

22. It was agreed that an ASEAN Project Proposal presented by the Philippines on the Adoption of Quality Management Systems in Autoparts and Components Industry should be referred through the APEC Committee on Trade and Investment (CTI) to the APEC Budget Management Committee (BMC) for APEC funding consideration.

Customs Issues

23. Canada provided an overview of the APEC Automotive Dialogue activities to date on customs issues, including the response to the Dialogue’s survey on customs issues from the APEC Sub-Committee on Customs Procedures (SCCP).  The Dialogue agreed to encourage the SCCP to implement the recommendations of their Collective Action Plan within the shortest possible timeframe.   The SCCP response indicated that it would be appropriate for the Dialogue to address specific automotive customs issues and related training activities.  The Dialogue supported the United States recommendation to develop Customs workshops for interested APEC economies.  Interest was shown and members agreed to discuss this proposal and the possibility of hosting a workshop with their Customs officials.

Effective Automotive Policies and Impediments to Growth

24. The Dialogue heard from the panellists on the views on Effective Automotive Policies and Impediments to Growth and a case study on the liberalisation of the Australian market.  Vehicle manufacturers used this panel as an opportunity to express further views and recommendations such as consistent automotive policies to APEC governments.  While there was general agreement on the goals presented by industry there was a frank and open exchange of views over the pace of achieving those goals.

25. The Dialogue was also informed of the issues confronting the economies with developing automotive industries and the measures put in place during the transition to promote their effective integration into the global automotive industry.

26. The key themes from the session were that the ASEAN economies are individually too small to compete for investment funds with the larger economies of the Asia-Pacific region, especially, China and India.  This meant that it is vital to the long-term growth of the ASEAN economies to become one trading market that would provide the necessary economies of scale to attract major investments.  Implementation of AFTA on schedule was recognized as a key step towards the process of liberalization in the APEC region.  Some participants stressed the need to progress measures to facilitate increased access to markets of all APEC economies, including the removal of non-tariff barriers and the simplification in regulations on vehicle safety, compliance, environmental standards and customs and distribution processes.  Participants recognized the need for technical assistance to SMEs to assist in market developments. 

27. The Dialogue was informed of the ongoing trends toward the formation of mergers and alliances among automotive firms.  These alliances provide the industry with the capacity to make investments in technology that can reduce prices for the consumers whilst at the same time increasing the quality of the products.  However, firms require large and unimpeded markets before they are willing to make this commitment to invest.

28. It was recommended to the Dialogue that both industry and government should work closely together in a partnership to develop and implement suitable long‑term automotive policies, and when doing so, they should carefully consider the recommendations outlined in the paper, ‘Effective Automotive Policies and Impediments to Growth’.

E-Commerce and Other Electronic Networking

29. The Dialogue was informed of the opportunities that E-Commerce and Other Electronic Networking could provide for the automotive industry.  This included substantial changes to the way in which transactions are progressed, increased international commerce and improved access for smaller scale suppliers to the global supply chain.

30. The adoption of these new technologies creates an opportunity to link the new and old economies.  However, the Dialogue was also informed of the danger of creating a digital divide in the automotive world if some parties choose not to participate in the IT revolution.  

31. The use of Information Technology was identified as a key tool to expose regional suppliers to the global industry, and facilitate their transition to a global scale.  The United States and Japan expressed an interest in working further with the regional suppliers to develop these capabilities.

32. The Dialogue adopted the IT Manifesto jointly proposed by Japan and United States (attached). 

Traffic Congestion and Environment Issues

33. The panel provided a discussion on air and noise pollution in urban areas arising from traffic congestion, related environmental issues and a case study of the Jakarta clean air project.  Thailand, Indonesia and Japan made presentations to address these topics. OICA stressed the role that technical regulation harmonization can play in improving environmental standards.  In addition, it was suggested that the renewal of vehicle fleets would help introduce the most current environment technology to markets and it was recommended to implement the recommendations contained in the Worldwide Fuel Charter, developed by the worldwide vehicle industry and also available on the OICA website (www.oica.net).  It was agreed by the Dialogue to switch the focus of this work program to address environmental and alternative fuel technology in the next session.

Next Meeting

34. The Dialogue welcomed the offer by Malaysia to host the next meeting of the Steering Committee in September 2001 and the offer from Japan and the United States to jointly host the next meeting of the Dialogue in early 2002.  The Dialogue also noted the offers from China, Indonesia, the Republic of Korea, Mexico and Vietnam to host future meetings.

35. This report will be made available on the APEC website.

GLOSSARY OF TERMS

	AAF
	ASEAN Automotive Federation

	AFTA
	ASEAN Free Trade Agreement

	APEC
	Asia Pacific Economic Cooperation

	ASEAN
	Association of South-East Asian Nations

	ATPC
	Automotive Trade Policy Council (U.S.)

	Austrade
	Australian Trade Commission

	CEPT
	Common Effective Preferential Tariff (ASEAN)

	ECOTECH
	Economic and Technical Cooperation

	FCAI
	Federal Chamber of Automotive Industries

	IP
	Intellectual Property

	IPEG
	Intellectual Property Experts' Group

	JAMA
	Japan Automotive Manufacturers Association

	JARI
	Japan Automotive Research Institute

	MFN
	Most Favoured Nation

	NAFTA
	North American Free Trade Agreement

	OEMs
	        Original Equipment Manufacturers

	OICA
	Organisation internationale des contructeurs d'automobiles (International Organisation of Motor Vehicle Manufacturers)

	PECC
	Pacific Economic Cooperation Council

	RTHP
	Road Transport Harmonisation Project

	SCCP
	Sub-committee on Customs and Procedures

	UN/ECE WP 29
	United Nations/ Economic Commission for Europe Working Party 29

	WTO
	World Trade Organisation


Principles of Automotive Technical Regulations Harmonization
APEC Economies should:

1.  Recognize the World Forum for the Harmonization of Vehicle Regulations of the United Nations’ Economic Commission for Europe (UN/ECE WP.29) as the focal point for harmonization and development of global technical regulations regarding safety, environmental protection, and energy efficiency.

2.   Recognize the World Forum for Harmonization of Vehicle Regulations of WP29 also provides opportunities for mutual recognition of type approval certificates for vehicle parts and components.

3.  Participate in the activities of WP.29.

4.  Strive to continuously improve and seek high levels of safety, environmental protection, and energy efficiency of motor vehicles and related parts through means that include international harmonization.

5.  Recognize that the global technical regulations established by WP29 should be used as a basis for national regulations in a manner consistent with the World Trade Organization agreements, including the Agreement on Technical Barriers to Trade.

6.  Ensure openness and transparency in the implementation of global technical regulations and promote transparent and efficient domestic certification and approval processes.

7.  Provide assistance to developing countries as they develop their technical regulations.

8.  Recall their pledge under the Bogor Declaration to continue to reduce barriers to trade among APEC economies in a manner consistent with their rights and obligations under the WTO and other relevant international agreements.

9.  Recognize that the Road Transport Harmonization Project (RTHP) is the principal APEC body for technical regulation harmonization activity.  The Automotive Dialogue will provide support as necessary.
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The APEC Automotive Dialogue (hereinafter referred to as “the Dialogue”) recognizes that Information Technology (IT) is expected to strongly propel vigorous and dynamic development of automobile industries in the APEC region. Thus, the Dialogue recommends the following IT action plan, believing that it will have positive results for the regional automotive industry.

1. 
The Dialogue notices the current tendency that public internet connections enabling real time communication around the world and industry standards of networking technology, such as the World Wide Web (WWW), are widely prevalent.  These connectivity tools are increasingly used for more efficient selling of automobiles (B2C) and more simple business methods for sourcing of parts and transportation services as well as supply chain planning and product development collaboration (B2B). We note the development of xNXs, or dedicated extra networks, for the automobile industry in many member economies, as a transmission tool for mass volume information such as design development data or production management information.  We also note that preparations for international connections among xNXs are being considered.

2. 
The Dialogue also acknowledges a new era in which parts suppliers could have access to automobile manufacturers in any country, beyond national borders or conventional business groups through open IT networks, because of the rapid development of e-commerce in the automotive industry.  Such progress could enlarge business opportunities for every supplier and result in more efficient parts procurement for OEMs.

3. 
Accordingly, the Dialogue welcomes these activities and encourages preparations for international connections among xNXs, with resulting improved efficiency and business opportunities, and recommends the acceleration of this work.  Moreover, the Dialogue recognizes that the establishment of ASEAN xNXs could bring a positive result to the region.

4. 
The Dialogue recognizes the principles included in the APEC Blueprint for Action on e-commerce, endorsed by Ministers in 1998. In accordance with these principles, the Dialogue notes that governments' proper role is to provide an environment that is conducive to e-commerce and should, where appropriate, work towards eliminating impediments to the uptake of e-commerce.  As such, the Dialogue should work to identify what, if any, impediments may exist for the automobile industry in conducting e-commerce, and then consider ways to facilitate greater use of e-commerce in the industry.  The Dialogue also acknowledges the agreement among Ministers that the business sector plays a leading role in developing e-commerce technology, applications, practices and services.

<Action Plan>

The Automotive Dialogue’s Steering Committee will develop a future agenda on e-commerce activity for the Dialogue’s consideration, to bring about positive effects for the automobile industry in the APEC region.  Noting the extremely rapid growth and change in IT, the Dialogue recognizes that flexible follow-up and adjustment of the plan will be necessary.  

The Dialogue should recognize the work being done in other APEC fora, and closely coordinate its activity with those groups wherever possible.  For example, the Dialogue should study the work being done on e-commerce for small and medium enterprises (SMEs) in APEC, and consider how this work could be applied to the automotive industry.

Some initial projects could include:  
· 
A study on the establishment of “National Supplier Portal Sites” in which parts suppliers will market themselves and display their products, and consider linkages among those sites.  These sites would be intended to improve global manufacturers’ ability to access information on suppliers throughout the world.  The Steering Committee would discuss further details of this project’s implementation. 

· 
A study on the establishment of “National Collaboration Sites” in which the multiple tiers of parts suppliers can collaborate on product design and supply chain planning and execution.  These sites would be intended to improve efficiencies and reduce inventory and lead times between tiers of the supply chain within the country.  This site could be tied to the “National Supplier Portal Sites”

· 
The Dialogue should recognize the work being done in other APEC fora on e-commerce, and closely coordinate its activities with those groups wherever possible.  Expert groups such as the E-Commerce Steering Group, the SME Working Group, the Telecommunications Working Group, among others, should be consulted as the Dialogue considers future e-commerce initiatives.  For example, due to strong concern about possible hindrance to the healthy development of the regional automobile industries created by the rampant infringement of intellectual property rights (IPR), including the creation of copies of all types of vehicles including motorcycles, and auto parts, the Dialogue could conduct a joint study with APEC/IPEG on the countermeasures utilizing IT against IPR infringement.

