Report of 11th Steering Committee of APEC Automotive Dialogue

Hanoi, Vietnam, 8th ~ 9th October 2003

1. The 11th Steering Committee Meeting (SCM) of the APEC Automotive Dialogue was held in Hanoi, Vietnam on October 8th to October 9. The SCM was attended by 85 public and private sector representatives from Australia, China, Indonesia, Japan, Korea, Malaysia, Philippines, Chinese Taipei, Thailand, USA, and Vietnam.  India attended the meeting as an observer.  The Dialogue members expressed their appreciation to Vietnam for taking on the role of hosting this Steering Committee. 

2. The agenda was adopted by the meeting and attached as Annex I.

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$3,992.74.   It was agreed that US$3,000.00 would be forwarded to Vietnam to settle the administrative expenses incurred while hosting the 11th SCM in accordance with previous practice.  

Outstanding Automotive Dialogue Business

4. The Automotive Dialogue Steering Committee heard a report on developments regarding the Automotive Dialogue at SOM III in August 2003, where Indonesia had given a comprehensive report on the Fifth Automotive Dialogue in Honolulu.   It was noted that the SOM had endorsed the Automotive Dialogue recommendation for a standstill on measures affecting the automotive sector and had forwarded language to Ministers for inclusion in the APEC Ministerial Meeting statement.

5. The U.S. submitted an amended draft of the package of trade facilitation and ecotech measures (attached as Annex II) to respond the request from Senior Officials Meeting I 2003 (SOM I).  Economies agreed to submit comments by the 15th of November and to have a final draft completed for review at SC-12.  Economies also agreed to prepare a progress report for submission to SOM I 2004.

Report on WTO Vertical (Sectoral) Automotive Initiative

6. The U.S. Government and U.S. industry gave an update on developments in the WTO concerning modalities for non-tariff barriers (NTBs) in the Doha Development Agenda non-agricultural market access negotiations.  The U.S. noted that proposed modalities for addressing NTBs could include request/offer, horizontal, and vertical approaches.   

7. The SCM was informed that interested government and automotive industry representatives had already begun meeting informally to discuss elements of a possible vertical agreement in the automotive sector.  Members of the Automotive Dialogue were invited to consider participating in future meetings of the informal group in Geneva or otherwise to ensure that their Geneva representatives were informed about automotive issues of interest to individual economies.  Delegations expressed appreciation for the update on these developments, especially relating to the Cancun WTO Ministerial. 

8. It was reported that an informal meeting of global vehicle and vehicle parts industry associations and interested companies with WTO member governments will convene in Geneva in early 2004.  ATPC offered to establish an interactive e-mail group among the Automotive Dialogue members to exchange information, national perspectives, and ideas regarding the development of this NTB initiative.

Working Groups Reports:

Market Access Working Group

9. The Steering Committee considered an amended paper , presented on behalf of the Chair of the Market Access Working Group, amalgamating earlier drafts of four separate papers addressing the impact of non-tariff barriers on the APEC automotive sector in the following areas:
· Automotive Technical Regulations/Certification Requirements;

· Customs Practices and Procedures;
· Investment Requirements and Restrictions; and
· Intellectual Property Rights.
10. It was agreed that the Chair of Market Access Working Group would circulate the paper through the Secretariat and participating economies should provide any final comments or input on this paper to the Chair of the Market Access Working Group by November 15th 2003.  The Working Group Chair will consider any further comments and circulate proposed final paper as soon as possible thereafter.  It was noted that, if necessary, a disclaimer would be added to the paper indicating that any expressions of opinion in the paper were the sole responsibility of the Chair of the Market Access Working Group and could not necessarily be considered to be representative of the views of any participating economy.  The finalized paper will serve as an information resource for participating APEC economies.
11. It was proposed that, in preparation for the 6th meeting of the Automotive Dialogue, the Market Access Working Group’s future work program would cover the following:
· Develop a paper examining the possible market access implications of different preferential rules of origin arrangements on the automotive sector in APEC.

· Develop a paper examining the meaning and implications of the automotive ‘standstill’ provision, which has been forwarded to APEC Ministers for final approval in October 2003.  Particular focus is to be given to how such an action supports the developmental and capacity building goals of AD members.

· Initiate an interactive email distribution group for AD participants providing a mechanism to access information and exchange views on the discussions underway on negotiating modalities in the WTO Non-Agricultural Market Access (NAMA) Working Group.

12. ATPC, JAMA and FCAI indicated that they would collaborate on the development of draft papers.  It was proposed that drafts of these papers be circulated to participating economies by early-March 2004.
Harmonization Working Group

13. The Harmonization Working Group was briefed on the September 2003 Road Transport Harmonization Project (RTHP) Group meeting report that focused on the ACAATR and core regulations.  The RTHP report noted that the development of the ASEAN Cooperative Arrangement for Automotive Technical Regulations (ACAATR) is handled by the Automotive Dialogue, and that development should be in line with UN/ECE WP 29.

14. The Working Group conducted a discussion of the ACAATR paper, and revisions were suggested by Australia and Japan.  The current draft of the ACAATR paper is attached pending final approval from member economies.  The Steering Committee agreed to submit final comments to the Steering Committee Chair by October 17th.   The final paper will be forwarded to the Automotive Dialogue.

15. The Group thanked the RTHP for its comments and beginning its work to create the Basic Regulations for the ASEAN Economies (formerly called “Core Regulations”) as requested by the Dialogue.  

16. The Working Group Chair raised the issue of future work under the Harmonization Working Group, and mentioned that the Working Group might not be needed once the ACAATR has been endorsed by Automotive Dialogue in China.  Some economies suggested that the working group continue and agreed to work on suggesting future agenda items.  

17. Under the topic of new business the following points were raised:

· The U.S. announced an economic and technical assistance program to support regional integration of ASEAN’s auto safety and environment standards. 

· ASEAN Automotive Federation (AAF) reiterated that ASEAN member economies have an interest in pursuing an MRA, and the AAF would work in conjunction with the U.S. to coordinate the assistance program.

· Thailand expressed its interest to continue work within the Harmonization Working Group, and would seek assistance on the actual implementation of an ASEAN MRA. 

· Malaysia thinks the ACAATR is a useful, important paper, and stated that they would like to see this type of support continue within the Automotive Dialogue. 

Customs Working Group

18. Malaysian Customs workshop has been scheduled for December 2-3, 2003. 
19. The Steering Committee discussed the Customs Best Practices Paper and was reminded that the paper was undertaken in response to the APEC Leaders instructions to develop action plans to  “…cut transaction costs by five percent in the APEC region by 2006.” 
20. The paper was forwarded earlier this year to the APEC SCCP.  The SCCP responded that the issues are important and the Auto Dialogue should pursue these matters with member economies and seek advice and assistance from the APEC Customs-Business Dialogue. 
21. Recognizing that many economies are interested in establishing best practices quickly, the Customs Working Group Chair asked economies to indicate which specific customs processes they would like to improve and the Working Group would seek capacity building / infrastructure funding grants to establish economy-specific projects targeted to develop and implement one or more of the targeted Best Practices.
22. With the number of FTA negotiations within APEC, rules of origin are being re-examined.  The multitude of different rules creates uncertainty and cost for both the government and private sector. The Steering Committee agreed this is an opportunity to review all these initiatives. 

23. The Working Group proposed the development of a discussion paper detailing major existing rules of origin regimes. Once the paper has been drafted, it will be circulated intersessionally for comments.  This effort in the Customs Working Group will be coordinated with the similar effort in the Market Access Working Group.

24. Counterfeiting is fast becoming one of the most serious economic crimes, and in the auto industry its impact on profits, brand image and most importantly on consumer safety is of great concern.

25. It was recommended that the establishment of an IPR Working Group be considered at the next Auto Dialogue meeting.

Environment Working Group

26. The working group took note of a presentation on the "Future Automotive Technology & Motor Fuel for Advance Low-emission Vehicles", which outlined Japan's new policies and advance technologies designed to reduce environment impact caused by the use of motor vehicles.  It also covered issues on fuel improvement, alternative fuels and fuel cell. 
27. The working group noted the importance of environment preservation, as well as the influence of fuel cell and other advanced vehicle technology, on the future of automotive industry.  
28. The United States presented a draft paper that summarized policies of APEC member economies concerning restrictions on imports of used vehicles.  As an addition to this draft paper, the working group agreed that economies would submit their tariff policies relating to imports of used vehicles and parts to the United States coordinator prior to the end of the year for a possible discussion at a future meeting.
29. The meeting also agreed to revisit the paper on used vehicles that was prepared by the Philippines was presented in the SCM in Seoul, Korea.
Information Technology Working Group

30. Following four topics was discussed: 1) ASEAN Auto-parts Portal site, 2) APEC Supplier Site Project, 3) Other Initial Projects, and 4) Future Work Plan.

31. With regard to the “ASEAN Auto-parts Portal site”, Thailand reported its function as follows; the economies who will establish their “National Supplier Site” can benefit from the “ASEAN Auto-parts Portal site” which has been set up in Thailand and operated since July 2002.  The site is designed to store parts industry data in Thailand as well as from other ASEAN economies. Necessary arrangement has already been made to expand this system to economies other than Thailand.  Based on this progress, member economies are offered to utilize the “ASEAN Auto-Parts Portal site” when making their own database of parts companies. 

32. The Chair of IT-WG reported the “APEC Supplier Site” has been established on the APEC's official website with the cooperation of the APEC Secretariat, by selecting a particular Economy in the equipped pull-down box, visitors can easily access sites in whichever economy they want. It was also reported that four economies (Australia, Japan, Korea, and Thailand) appear on the site at this moment. The site's URL is as follows; http://www.apecsec.org.sg/apec/business_resources/industry_dialogues/automotive_dialogue/apec_auto-parts_supplier.html
33. Member economies shared the views that many visitors are expected to this site, and it will contribute to enhance transactions between auto manufacturers and parts suppliers in APEC region. Economies other than the initial four economies are requested quickly to catch up by making the necessary procedures.

34. With regard to "National Collaboration Sites" project, which is stated in the IT Manifesto, member economies shared the following views; National Collaboration Sites seem to refer to so-called Network eXchange (xNXs). Since existing xNXs are operated on a commercial basis, the role of this WG is recognized to observe their activities. 

35. With regard to collaboration with other APEC fora, member economies shared the following views; The E-Commerce SG, SME WG, and Telecom WG are fora that may be regarded as suitable candidates for joint work. In addition, the Ecotech WG in this dialogue is also a suitable candidate for joint work in the creation of a database on engineering capability. The chair of IT-WG will make a report at the next SC what sort of joint works are feasible in view of the progress of activities by these fora. 

36. In order to facilitate the activities of the WG, member economies agreed the following future work plan;

· At the next Dialogue, a comprehensive and informative report on the optimal way of applying IT in the automobile industry. (by Japan)

· At the next SC, a proposal with respect to what sort of joint works with other fora. (by the chair)

· At the next SC, a proposal for the new action plan of the IT-WG, with having a new co-chair.

Ecotech Working Group

37. The Ecotech Working Group initial work programs focus on assisting parts and components manufacturers in the ASEAN region. Its present and planed programs include:

· Adoption of QMS in ASEAN auto parts SME’s. The APEC supported program prepares these suppliers for installing QS 9000 and ISO/TS 16949 systems.

· Provide assistance to ASEAN economies in their efforts to develop an ASEAN Cooperation Arrangement for Automotive Technical Regulations. (ACAATR).

· Collaboration with the IT-WG in linking ASEAN parts suppliers to the various Automotive portal sites towards facilitating technology and technical information sharing.

· Collaboration with other working groups to explore the possible establishment of an ASEAN Center for Automotive Technology as a venue to advance technical and engineering capabilities in the ASEAN Auto parts and components supply netwok. 

Vietnam Peer Review

38. The Vietnam Automotive Manufacturers Association (VAMA) established in August 2000 to encourage the development of the Vietnam automotive industry and economic growth.  VAMA currently represents eleven manufacturers from the U.S., Japanese, Korean, and European global brands.

39. VAMA member-company production began in 1996-1997.  Today industry total investment is $526 million and production capacity is 148,000 units/year, but only 20 percent is utilized.

40. Key challenges: small market size, lack of local parts suppliers, inadequate transportation infrastructure, and 40 – 45 percent local content requirement by 2010.

41. The Government of Vietnam considers autos a key sector for industry development. Vietnam’s Ministry of Industry market forecast is for a significant market expansion to over 200,000 vehicles by 2010.

42. Tax and tariff rates for CKD set to increase substantially between 2003-2007: Special Consumption Tax (SCT) from 3 percent to 80 percent and import tariff rate from 5 percent to 10 percent per year.

43. VAMA recommendations to Government of Vietnam:

· Reconsider tax policy direction

· Incentivize parts investment

· Address infrastructure needs for transportation

· Establish joint research group for auto industry development

44. Delegates noted how helpful and appropriate it was for a peer review to be conducted concerning the Vietnamese automotive market and policies.  The AAF commented that they had faced the difficult adjustment process in the early stages of development of their automotive sectors and offered to share their experiences with Vietnam.  Key challenges highlighted by the U.S. during the discussion included the importance of: 1) developing skills to encourage localization, 2) providing good transportation infrastructure, 3) focusing policy development in a consistent and practical direction, 4) targeting specific areas for local parts manufacturing and 5) moderating tariff and tax rates to drive consumer demand and grow the automotive sector.  It was noted that this discussion and joint cooperative efforts to address issues important to the development of a healthy automotive sector was the basis of the founding concept of APEC Automotive Dialogue.

ASEAN Automotive Integration

45. Indonesia, as coordinator for the integration of automotive sector in the ASEAN region, briefed the SCM on its initiative.  Indonesia invited APEC Automotive Dialogue members to provide support and suggestion toward this initiative. 

Supplier Development Program

46. The SCM heard a report on “Automotive Supplier Development in ASEAN with Observations Based on Experiences in Thailand” from Mr. David Nardone, President & CEO of Hamaraj Land and Development PLC in Thailand.  Mr. Nardone’s presentation focused on an evaluation of the investment climate in ASEAN, supplier internal decision criteria for investment in ASEAN, a case study of an investment in Thailand that has worked, and going forward in ASEAN to attract automotive suppliers.

47. A U.S. Government representative then made a short presentation on how to make the most of opportunities created by WTO rules and disciplines to improve the investment climate and attract new suppliers.  The presentation focused on seven areas:  using tariff policy effectively; completing AFTA integration; having a transparent, stable and predictable trade and investment regime; not having excessive other taxes and charges; effectively implementing and enforcing the WTO Agreement on Trade-Related Intellectual Property Rights, using international standards; and making effective use of incentives that are allowed under the WTO subsidies agreement.

48. The U.S. said it would contact some members of the Suppliers Group to assist in the drafting of a supplier development program paper.  This will be circulated to all economies for comments prior to SC-12.
49. Plenary requested the secretariat to discuss with APEC Secretariat on Bank charges responsibility for the remittance of annual dues from economies. 

Next Meeting

50. Participants agreed in principal that back to back Steering Committee and Automotive Dialogue meetings should be held if necessary.

51. Participants thanked China for offering to host the 6th Dialogue in mid June 2004.  China and the Secretariat will work together to make all necessary arrangements including venue.  

52. Some economies suggested that following items could be discussed at the 6th Automotive Dialogue: 1) Chair’s Panel on Future Direction of the Automotive Industry in APEC, 2) Implication of Trade Negotiations in the Automotive Sector, 3) Panel Discussion on China Automotive Market and Policy Development, 4) Future Automotive Technology, 5) IPR, 6) Supplier Development, 7) Rules of Origin, 8) Invite a WTO expert on Incentives, 9) Emissions Regulations, 10) Automotive Industry Development Strategy.

53. Chinese Taipei offered to host the one steering committee in Taipei in October 2004. 

Annex I

AGENDA

APEC AUTOMOTIVE DIALOGUE STEERING COMMITTEE MEETING

October 7-10, 2003

Venue: Daewoo Hotel

Hanoi, Vietnam

Tuesday, October 7, 2003

09:00 – 17:00

Bilateral Meetings 


18:00 – 21:00
Welcome Reception at Gardenia & Orchid Room hosted by Ministry of Industry. Vietnam





Dress Code: Smart Casual




Wednesday, October 8, 2003

STEERING COMMITTEE MEETING 

08:30 – 08:45 

Item 1


Adoption of Draft Agenda

Item 2 


Business Arrangements for Meeting (Secretariat)
Item 3

Financial Reports by Secretariat

· Status report on the APEC Automotive Dialogue Budget 

· 2004 Financial Contributions

· Budget proposal for the Hanoi Steering Committee Meeting 

08:45 – 9:00

Item 4


Delegation Opening Statements

· Voluntary basis 

09:00 – 09:30



Item 5


Outstanding Automotive Dialogue Business
· Senior Official Meetings  (SOM) Follow-up

Report on SOM III 

Report given by Barbara Norton, USTR

· Defining Automotive Package Concept

Moderator:  Al Warner, U.S. DOC

· APEC Automotive Standstill

Report given by Al Warner, U.S. DOC

09:30 – 10:00

Coffee Break

10:00 – 11:30

Item 6

Report on WTO Vertical (Sectoral) Automotive Initiative

· Tariff and Non-tariff Measures (NTMs) 

· Question and Answer Session


                Speakers:  Steve Collins, ATPC


                                Barbara Norton, USTR

Item 7  
           
WORKING GROUP SESSIONS

  

            (Working Group Coordinators to Chair)

11:30 – 12:30

Market Access WG

12:30 – 13:30

Lunch at Cafe Promenade, 1st Floor




13:30 – 14:30

Harmonization WG





14:30 – 15:15

Custom WG

15:15 – 15:30

Coffee Break

15:30 – 16:15

Environment WG

16:15 – 17:00

Information Technology WG 

17:00 – 17:45

Ecotech WG


19:00 – 21:00
Dinner at TOPAZ Room hosted by Vietnam Automobile Manufacturers Association (VAMA).




Dress: Smart Casual

Thursday, October 9
08:30 – 10:00
                Continue discussion 

· Draft Automotive Package Concept

· Market Access WG
10:00 – 10:15


Item 8

   ASEAN Automotive Developments

· Report on the ASEAN Automotive Integration Plan

Indonesia




10:15 – 10:30

Coffee Break
10:30 – 12:30


                                                   


Item 9


Vietnam Peer Review / Question and Answer Session





Vietnam Automobile Manufacturers Association (VAMA)

12:30 – 13:30

Lunch at Cafe Promenade, 1st Floor




13:30 – 15:00

Item 10


Supplier Development Program

· Speaker:  Barbara Norton, USTR

Presentation on what is WTO GATT Legal

· Speaker:  David Nardone, President, Hemaraj Land and Development PLE, Thailand

· Plans for Supplier Development 2004 Program

15:00 – 15:15

Coffee Break

15:15 – 15:45 

APEC Automotive Dialogue Secretariat

Item 11
Venue and date for the sixth Automotive Dialogue & discussion of draft agenda

15:45 – 16:15 

Chair of Steering Committee

Item 12


Chair's summary

16:15 – 16:45


Chairman of APEC Automotive Dialogue Steering Committee

Friday, October 10
09:00 – 11:00



Item 13

 
Consideration and adoption of the Steering Committee Report

Item 14


Meeting Close

Annex II

Automotive Dialogue SOM Package

ASEAN Cooperative Arrangement for 

Automotive Technical Regulations (ACAATR)
Definition:

There is no set definition of what a cooperative arrangement encompasses.  A cooperative arrangement can be more or less comprehensive based on the needs of the participants.  For the purposes of this discussion, a cooperative arrangement would be a negotiated agreement among the ASEAN governments concerning their individual motor vehicle safety and environmental regulations and certification systems.  The agreement would create a list of commonly agreed upon regulations (or a process of recognizing functional equivalence between regulations) and a system whereby each economy recognized the testing results of the certification systems of the other countries.  When combined, these two pieces would allow a manufacturer to design a vehicle to meet the agreed set of regulations, or their equivalent, which could be used throughout ASEAN, and which could be tested once, and approved for use throughout the entire trade block or a significant portion of the trade block.  Endorsement by the Automotive Dialogue would indicate the Dialogue’s support, but should not be viewed as binding on ASEAN, or on any ASEAN member of the Dialogue.

Purpose:

The ASEAN Free Trade Agreement establishes the basic foundation for developing the region into one unified trading block.  This is done by creating duty free (or near duty free) trade of all goods among the member countries.  However, it has long been recognized that the removal of tariffs alone is not sufficient to create “free trade”.  Many other types of barriers to trade, both intentional and unintentional can inhibit the free flow of goods.  Globally, in the area of automotive trade, some of the most prevalent non-tariff barriers come when different jurisdictions maintain different safety and environmental technical regulations.  One way for the ASEAN region to avoid this barrier would be the creation of a cooperative arrangement.

Governments implement various safety and environmental regulations to protect the safety of their citizens and the environment.  However, when different countries apply differing regulations, vehicle manufacturers can be forced to significantly modify their vehicles in order to be able sell in various markets.  This modification comes at a heavy cost to consumers, without a meaningful increase in safety or reductions in emissions.  When different countries’ regulations differ in form only, but not in intended outcome, the additional cost born by the consumers does not lead to any additional benefit for consumers or the environment.  

In a similar fashion, certification requirements can act as barriers to trade, even among countries with identical vehicle regulations.  If the certification process is not timely, requires unnecessary re-testing or inspections, and/or is overly costly it creates an unnecessary hindrance to free trade and overall efficiency.

Approach:

The most effective path to motor vehicle technical regulation harmonization is on the global level, through the work of United Nations’ Economic Commission for Europe Working Party 29 (UN/ECE WP29), under the 1958 and 1998 Agreements.  The 

APEC Automotive Dialogue noted that its “Principles of  Automotive Technical Regulation Harmonization” recognizes WP29 as the focal point for the harmonization of automotive technical regulations and development of global technical regulations and urges all APEC member economies to participate in the activities of WP29.

For ASEAN economies, future development of automotive technical regulations in a way that is consistent with the goals and objectives of WP29, would help promote increased integration into the global vehicle trading system.  The formation of a cooperative arrangement among the ASEAN economies, based on the principles established in WP29, would serve as a useful step towards global harmonization.
Ideally, a cooperative arrangement would address technical regulations and certification processes. ASEAN governments operating under a “type approval” system would ideally agree to accept each others testing results as valid, without requiring re-testing in their own countries.  In technical regulations, one approach could be to identify an agreed level of safety and emissions content that is required for a vehicle to be lawfully operated in ASEAN (e.g., number of seatbelts required, vehicle lighting and braking requirements, etc.).  Much of the foundation work for this project has already been completed as a part of an extensive research project carried out by JASIC and the RTHP.  

Advantages for governments:

· The most obvious advantage is that the ACAATR would allow AFTA to function more successfully.  A cooperative arrangement would facilitate ASEAN becoming one market.  

· The ACAATR would enable governments to reduce costs and increase the efficiency of the regulatory authorities that oversee the automotive sector.

· Unlike trade negotiations that only deal with a specific set of issues, a cooperative arrangement can be as comprehensive or as limited as participants want it to be.

Advantages for manufacturers:

· The ACAATR would reduce a manufacturer’s homologation costs and as a result increase efficiency.

· A cooperative arrangement would provide greater certainty since a manufacturer would know what requirements it needed to meet and what alternative requirements and/or certification are acceptable.

· Allows for one vehicle being sold in several markets, providing an opportunity for more efficient manufacturing though greater economies of scale, and therefore lower prices for consumers.
Challenges:

· After being negotiated, a cooperative arrangement must be actively put into use (more than one cooperative arrangement has been created, but never actually been actively pursued to lead to commercial results)

· The ACAATR needs to be specific enough to lead to concrete results, yet flexible enough to deal with new regulations and changing regulatory environments.

· The implementation of the ACAATR, while leading to overall benefits to consumers and governments, would necessitate an administrative change in testing and certification procedures.  While this could create new administrative costs in the short term, it would promote savings through increased efficiencies in the long term.

Areas of Support:

The concept of the ACAATR has attracted wide-ranging interest and support.  It should be noted that industry from both Japan and the United States has offered their support for the development of the ACAATR.  The ASEAN Automotive Federation (AAF) has also offered its support and formed a new working group within the AAF to study the best approach for creating an ASEAN Cooperative Arrangement for Automotive Technical Regulations.

Recommendations:

· ASEAN governments consider establishing a Cooperative Arrangement for Automotive Technical Regulations.

· The Dialogue should offer its services/advice to ASEAN to help draft a plan for the ACAATR.

14
2

