Report of 10th Steering Committee of APEC Automotive Dialogue

Bangkok, Thailand, 26th ~ 28th February 2003
1. The 10th Steering Committee Meeting (SCM), the organizing body for the APEC Automotive Dialogue, was held in Bangkok, Thailand. The SCM was attended by 85 public and private sector representatives from Australia, Canada, China, Indonesia, Japan, Korea, Malaysia, Philippines, Singapore, Chinese Taipei, Thailand, USA and Vietnam.  The Dialogue members expressed their appreciation to Indonesia for taking on the role of the Auto Dialogue chair, to Korea for hosting 9th Steering Committee and to Thailand for working to bring 10th Steering Committee to Thailand. 

2. The SCM adopted the draft agenda unanimously and continued on to Business Arrangements which was reported on by the Secretary.

3. The Chair noted that economies which have not fulfilled their annual contribution to the Dialogue were encouraged to do so.  It was noted that the APEC Secretariat was now holding US$4,994.80.   It was agreed that the amount of US$3,000.00 would be forwarded to the CONRAD Bangkok to settle the administrative expenses incurred while hosting the 10th SCM in accordance with previous practice.  

Working Groups Reports:

Harmonization Working Group

4. Nila Damitri, the head of the BTMP Testing Facility in Indonesia, presented the Institute’s experience in the motorcycle industry after the automotive deregulation policy in 1999, and concluded that national testing and regulatory bodies are not optimally utilized.  Developed economies that have had experience in regulating the industry are called on to share best practices.  Cooperation can contribute to a Mutual Recognition Agreement in the ASEAN region.  Participants raised a number of questions on Indonesia’s experience and suggested that economies’ regulatory regimes be examined to order to fully address the concerns of the industry in the region.
5. ASEAN MRA:
The ASEAN Automotive Federation, represented by the Philippines, briefed the Steering Committee on its decision to pursue an ASEAN Mutual Recognition Agreement as a way of facilitating trade among AFTA, and recognized that support from the Auto Dialogue would be useful in this effort.  All AAF members voiced strong support for the ASEAN MRA.  They reported that their next step is to write their own paper on a framework for the ASEAN MRA to submit to the ASEAN Working Group on Industrial Cooperation. U.S. and Japanese industry offered technical assistance to the AAF to further advance the ASEAN MRA.  The Steering Committee approved the ASEAN MRA paper for submission to the Automotive Dialogue meeting in April for final approval.  

6 Core Regulations:

The ASEAN Automotive Federation agreed that having the RTHP draft a list of core regulations which could be an addendum to the ASEAN MRA would be useful.  ASEAN members could use this list as a guide to develop automotive regulations.  
Japan strongly requested that APEC’s basic agreements be followed when the ASEAN MRA and the Core Regulations are discussed, in particular, the Dialogue’s Principles for Automotive Technical regulation harmonization and the RTHP’s Operational Plan.
7 Other Business:
The Chair of the Harmonization Working Group suggested a future discussion of developed economy harmonization efforts and asked that members forward to him ideas for the future work of this Working Group.
Ecotech Working Group
8. Two projects were reported on by the ECOTECH WG, namely: 1) Training and Implementation on Quality Management System (QMS) for the Autoparts and Components Industry, currently being undertaken and overseen by the Philippines; and 2) Mapping of Engineering and Product Development Capability proposed by Indonesia for adoption by APEC Automotive Dialogue.
9. Status Report of Project (Training and Implementation of QMS)
APEC approved the Training and Implementation of QMS on November 2001. Participating economies are: ASEAN4 (Philippines, Thailand, Indonesia, and Malaysia). Each economy is allocated US$ 32,500 by APEC to sponsor 15 suppliers, which would preferably be small and medium enterprises.  The project will enable both 1st and 2nd tier SMEs to comply with the requirements of vehicle assemblers while working towards their meeting industry and international standards. The end result would be the readiness of ASEAN supplier companies to secure international certification under QS9000.

The Philippines launched its project in May 2002. The training and documentation will be completed this month (February 2003) for all the 15 companies enrolled. It has completed the Pre-certification Assessment and currently the participants are undertaking Corrective Action Planning on identified non-conformances to the requirements of the standards.  The Philippines is expected to complete QS9000 implementation for its enrollees until June 2003. 

The rest of the participating economies will start project implementation this year except for Malaysia which started its project last September 2002. Thailand and Indonesia have submitted their Program Implementation Plans and APEC has already approved such plans subject to finalization of their respective Contracts and Terms of References (TOR’s) with their respective Consultants and Secretarial Staff.  Thailand and Indonesia have enrolled fifteen (15) supplier companies while Malaysia whose original enrollees were 9 firms was further reduced to 4 participants. APEC though has agreed to provide the total funding for Malaysia’s original 9 participants. Malaysia now awaits APEC’s approval for use of the project funds for 4 the companies. 

In October 2002, during the 9th Steering Committee Meeting held in Korea, the Philippines received information of the issuance of a revised QMS by Ford, GM and DaimlerChrysler, i.e.TS/ISO16949 in place of QS9000 which is to be adopted by August 2006. The representative of the Automotive Trade Policy Council confirmed August 2006 deadline.  In light of this development, a request to APEC will be made by Malaysia and Thailand to utilize the remaining training funds for the new standard.  The Steering Committee said it supports this request.
Malaysia and Thailand are requested to submit a formal request to APEC on the use of the funds for a different Project Implementation Plan for TS/ISO16949.

10. Status Report of Project (Mapping of Engineering and Product Development Capabilities)
The Mapping of Engineering and Product Development Capabilities project aims to promote the upgrading of engineering and product development skills and capabilities in ASEAN.  The project output will be the basis of improvement plan in the region. Indonesia undertook the preparation of the proposed plan following the recommendations of the 9th Steering Committee Meeting and of the AAF Council. The response of the Steering Committee participants to the proposed project plan was very positive. It was recommended that each economy in ASEAN submit further comments on the survey data and statistics as well as the budget estimates for the conduct of the study in their respective economies. These are to be submitted to Indonesia for their consolidation and presentation to the APEC Automotive Dialogue in April 2003.  

Thailand stated that they have undertaken a similar study of their automotive industry and agreed to provide the information to the mapping project. They have agreed to participate in the project as shall be finalized by the Dialogue

Environmental Issues

11. Japan Automobile Research Institute presented a draft paper, which described the situation of environment in APEC economies, the road map of government policies on emission regulations and fuel specifications, the benefits of proper implementation of inspection and maintenance program, and recommended steps toward better environment.  Additional information on the use of various alternative fuels would be added to this paper.  It was decided that the report would be presented to 5th APEC Automotive Dialogue.  Economies were encouraged to send their comment as soon as possible.  
12. The United States presented a revised paper on the Environment and Automotive Tax Structure that included various types of tax policies on vehicles, registration and fuel found in many APEC economies and the EU.  It was decided that this paper was informative and would also be presented to the Dialogue.  Economies were welcomed to send in their comments as soon as possible.
13. As a valuable addition to the paper on Environment and Automotive Tax Structure, Japan and the United States would share their experience on the impact of introducing new automotive policies related to environmental concern at the next working group meeting.

14. The working group received a presentation from the United States on the draft concept paper concerning environmental issues associated with used vehicles and parts in general.  It was decided that an important objective of this paper was to identify a list of practical policies relating to minimizing the global environmental impact of used vehicles and parts, including international trade.  Economies agreed to submit, on a voluntary basis, a description of their governmental policies on the import of used vehicles and parts to the United States coordinator for further discussion at the next Steering Committee Meeting.

15. The working group noted the influence of fuel cell and other advanced vehicle technology on the future of automotive industry.  Indonesia in conjunction with Japan and the United States agreed to invite an expert to make a presentation on the future of fuel cell and alternative fuel technology at a future meeting.  

Information Technology Working Group
16. The co-chairs provided materials explaining the APEC supplier site’s status, function and proposed structure.  The Group agreed on the following points:
17. The APEC supplier site project is the initial phase of a longer term objective to provide integrated searchable databases for all suppliers in the APEC economies. It currently focuses on setting standards that can be used as a basis for both current and future developments.

18. The group also agreed on the proposed conditions for link between the various national supplier sites and the minimum requirements on content and format for database searches. 

A site will be hosted on the APEC website, to achieve better visibility and accessibility (tentatively www.autosuppliers.apec.org). This site will include up-to-date information on each economy’s progress, and links to the respective sites as they become available online. 

As an interim measure, national sites that fulfill only part of the requirements will also be listed for reference. 

Each supplier site will include a reference and link to the APEC supplier site.

Content more comprehensive than the minimum requirement may be added, at the discretion of each economy’s supplier association.

The working group will liaise with the APEC Secretariat before the next session to confirm scope of assistance required from APEC. Assistance is expected to assist with the site and publicize it when it is up and running. 

19. The proposed schedule is agreed to in principle, however flexibility will be required for some of the economies that need more time to coordinate the effort.

20. The Group welcomed a presentation by Indonesia on IT infrastructure developments and internet-readiness of the Indonesian industry. 
21. Japan updated the group on the cooperation between Japan and Thailand on the ASEAN auto parts portal site. 

22. Japan offered to provide a presentation at the next meeting on a survey recently compiled by the Japanese government on the status of the move toward information technology in the automotive industry.

Customs Working Group

23. The Customs Best Practices White Paper

The Best Practices paper was presented and discussed.  It was suggested that the paper be edited to remove any statements of opinion. The Chair requested that additional comments on the paper be submitted to the Chair within two weeks so that the revised paper could be forwarded to the SCCP in a timely manner. 

The SCCP would be asked to provide the Auto Dialogue with relevant work already completed and provide the Dialogue with an assessment of ways to proceed with next steps including an economy-by-economy assessment of current practices compared to the best practices outlined in the white paper.  Because it was determined that member economies do not have the expertise or resources to perform the internal analysis, it was agreed that the revised paper would be submitted to the APEC Subcommittee on Customs Procedures (SCCP) for guidance.    

.  

It was agreed that the Steering Committee would invite a representative of the SCCP to a future meeting to report on the work of the SCCP and how it could support the objectives of the Dialogue on Customs.

24. Customs Workshops

The Chair provided an update on customs workshops requested by Philippines, Indonesia, and Malaysia.  The Philippines event is planned for March 27-28.  The dates for Indonesia and Malaysia are yet to be determined.  The goal remains to complete the workshops by the end of 2003.

It was noted that the Customs Workshops could provide an opportunity to discuss the best practices outlined in the best practices white paper.

25. Capacity Building

The Chair opened the discussion of capacity building initiatives that could be leveraged to support the objectives identified by the Customs Working Group.  Canada and the United States provided examples of capacity building initiatives that might be of interest.  It was agreed that the U.S. and Canada would share additional information at subsequent meetings.

Market Access Working Group
PECC study

26. The meeting considered the revised PECC proposal requested at the Seoul steering committee meeting. Whilst the Working Group acknowledged that the revised proposal responded to the earlier issues raised, a number of concerns remained. 

27. These included that the study was limited to a few economies and that industry data requested might be highly confidential and therefore will not be made available to a third party.  

28. The meeting however noted that the decision taken by APEC leaders to pursue a transaction cost reduction of 5% over five years from 2001 to 2006, made the provision of reliable data essential.

29. Suggestions were made that rules and practices affecting both inbound and outbound transaction costs be gathered by industry groups in each economy.  While it was acknowledged that customs and handling processes impose significant costs, other costs such as standards compliance should not be ignored.
30. It was agreed that the Market Access Working Group would liaise with the Customs Working Group to identify customs and logistics procedures, potential cost reductions and processing efficiencies and draft a future action plan to be tabled at the April Dialogue Meeting.

31. PECC would be advised by the MAG Chair that the submitted proposal would not be acted upon with at this time and thanked for their valuable input and involvement.

WTO Doha Round.

32. In accordance with the request made during the 4th APEC Auto Dialogue, the ATPC presented a proposal on the Automotive Areas of Interest in the WTO Doha Round.  It was reported that the proposal was significantly modified to take into account concerns raised during the Seoul Steering Committee meeting.  The draft paper proposed addressing non-tariff measures (Customs, Standards/Certification, Internal taxes, Investment, and Intellectual property rights), and proposed that APEC auto industry associations prepare papers on those subjects for consideration by the Auto Dialogue in April.

33. The Chair received comments from several economies objecting to the inclusion of “internal taxes” as a subject for papers.  In addition, some economies expressed concerns regarding a direct communication between the Auto Dialogue and the WTO.  In response, it was agreed to drop the “internal tax” subject and emphasize that the industry papers were to be nonbinding with no direct linkage to the WTO Doha Development Agenda negotiations.  In addition, it was suggested that the concerns raised during the steering committee process be identified in the papers.  It was further suggested that these papers might best be used as information resources by the APEC economies.
34. The Chair agreed to coordinate the format and drafting of the papers to be completed before the April Auto Dialogue meeting.  The Auto Dialogue could then decide its response to the industry prepared papers.  

35. Automotive Statistics

Economies were reminded to check the accuracy of their statistics in the WTO database and to communicate future updates directly. 

36. Industry profiles 

The meeting participants were urged to complete the submission of industry profiles to the APEC website at the earliest date.

New Working Group Proposal

37. It is noted that Indonesia withdrew their proposal for establishing a new working group of motorcycle and component. 

Peer Discussions

38. The Australian Government representative gave a comprehensive presentation of Australia’s automotive industry policies and industry data, tracing the history of structural reform from the 1980’s through to the most recent announcement made in December 2002.  The presentation also outlined industry involvement and responses over this period.
39. The presentation highlighted the importance of adopting a holistic and measured approach to structural reform, taking into account the long lead-time for investment planning by industry.

40. Australia offered to share its experiences with other APEC economies.  

Special Guest Presentation - SIAM India

41. As a precursor to the Shanghai Automotive Dialogue, where a senior representative from SIAM will make a presentation on India, SIAM Secretariat was invited to attend the Tenth Steering Committee meeting.  SIAM representative made a preliminary presentation on market and regulatory issues.
Financial Contribution
42. Plenary requested the secretariat to discuss with APEC Secretariat on Bank charges responsibility for the remittance of annual dues from economies.
43. Plenary requested the secretariat to discuss with APEC Secretariat on Bank charges responsibility for the remittance of annual dues from economies. 
Organizational Proposals
43. Suggestion for establishing a permanent secretariat was raised and plenary requested the secretariat to prepare an annual operation budget to be discussed in the 5th Dialogue. Furthermore, the secretariat will seek for advice from APEC Secretariat on the possibility of allocating additional funds to support administrative activities conducted by Secretariat.

44. Japan proposed to consider the frequency of Automotive Dialogue and Steering Committee meetings, in order to reduce the burden on economies. It was agreed to discuss this issue at the next Dialogue.
Cooperation with other APEC Fora
45. The United States drew attention to the EU’s “White Paper for a Future Chemicals Strategy,” which had been raised in the APEC Chemical Dialogue as a matter of concern since it would impose onerous testing and registration costs not only on the chemical industry, but on all downstream users (including electronics, automobiles, toys, and textiles).   The new policy is expected to particularly impact SMEs in the Asia-Pacific region.  

46. The United States suggested that the APEC Automotive Dialogue may want to examine this issue.  It was suggested that the Automotive Dialogue may want to consider additional follow-up. For example, the Automotive Dialogue might want to write its own letter to the EU noting its concerns about the possible implications of the new chemical policy for downstream users in the automotive industry. 

47. Japan raised the issue of other EU regulations, particularly those affecting recycling, which could also have an impact on the automotive industry.  

Chairman Remarks: 
48. The Chairman of the APEC Automotive Dialogue, Mr. Agus Tjahajana Wirakusumah delivered a speech during the formal reception.  He suggested the following points for discussion during the 5th Dialogue:
Participants should consider the future directions objectives and focuses of the APEC Automotive Dialogue. 
Participants should consider the possibility of changing the format of the APEC Automotive Dialogue to increase efficiency. 
Advising participants to consider how to establish a system for the selection of new chairman as Indonesia only agreed to take the chairmanship for 1 to 2 years. 

Next Meeting

49. Participants thanked China for offering to host the 5th Dialogue in Shanghai from April 24th to 27th 2003.  China and the Secretariat will work together to make all necessary arrangements.  
50. Vietnam offered to host the 11th steering committee in Hanoi in October-November 2003.  Date to be advised. 
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