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Report of 13th Steering Committee of APEC Automotive Dialogue

Taipei, Chinese Taipei, 3rd ~ 5th  November 2004

1. The 13th Steering Committee Meeting (SCM) of the APEC Automotive Dialogue was held in Taipei, Chinese Taipei on November 3rd to November 5th. The SCM was attended by public and private sector representatives from Australia, Indonesia, Japan, Korea, Malaysia, Philippines, Chinese Taipei, Thailand, and the United States.  The Society of Indian Automobile Manufacturers attended the meeting as a guest.  The Steering Committee (SC) members expressed their appreciation to Chinese Taipei for hosting this Steering Committee. 

2. The Reorganization Paper outlining the specific details of the creation of the Executive Committee (EC) was adopted and is attached.

3. The agenda was adopted by the meeting and is attached.

4. The Chair noted that economies which have not fulfilled their annual contribution to the Dialogue were encouraged to do so (report attached).  It was noted that the APEC Secretariat was now holding approximately US$6,800.   It was agreed that US$3,000.00 would be forwarded to Chinese Taipei to settle the administrative expenses incurred while hosting the 13th SCM in accordance with previous practice.  The EC Chair presented a plan to maintain a fund to act as a reserve to cover unforeseen circumstances, and an additional proposal for marginally increasing member dues to provide for a higher subsidy to meeting hosts ($6,000 for SC and $14,000 for Dialogue meetings).  These proposals were approved (attached).

Working Groups Reports:

Customs Working Group

5. The Customs Working Group’s proposal to forward the Customs Best Practices paper to the Chair of the WTO’s Trade Facilitation Committee as a resource for the Chair in the Doha Round negotiations did not receive unanimous support.  At this point, the Chair will follow up with Thailand to better understand their concerns with the paper. 

6. A capacity-building initiative was proposed to establish a multi-year pilot project, in conjunction with other interested APEC groups, to demonstrate the impact of the proposals contained in the Auto Dialogue Customs Best Practices Paper.  Economies with a large port with significant automotive trade volume were encouraged to self-nominate through the Executive Committee Chair.  If interest is shown, a formal proposal will be drafted and funding opportunities explored.

7. A proposal to conduct rule of origin workshops in interested ASEAN economies in advance of the ASEAN Task Force on Rule of Origin meeting at the end of February 2005 was approved.
Information Technology Working Group

8. The Chair reported the current status of APEC Supplier project and National Collaboration Site Project. Also, the Chair reported the results of his checking into the activities of other APEC fora in order to collaborate with them.
9. If member economies have any ideas for collaboration with other APEC fora, they were requested to submit it to the IT-WG Chair by the mid-December.
10. The Chair also reported he would pursue the possibility of collaboration between IT-WG and APEC E-Commerce Steering Group through Electric Data Interchange (EDI) activity.
11. The Chair will prepare a draft report on the optimal way of making practical use of IT in the automobile industry by the end of January 2005, then distribute to all member economies, and collect comments on the draft from member economies. The Chair will report the outcome at the next Dialogue meeting.  Member economies were requested to submit any comments on the draft of the report to the IT-WG Chair by the end of  February 2005.
12. The Chair introduced the topic of Standardization of Electronic Data Interchange (EDI) to member economies. Since the meeting realized the necessity of standardized EDI, the Working Group will exchange information on member economies’ involvement with and needs for EDI, discuss common issues and cooperation possibilities concerning EDI and consider promotion and development of EDI in the APEC region.  If member economies have any comments on this activity, they were requested to submit them to the IT-WG Chair by mid- December.
Ecotech Working Group

13. The Meeting endorsed the AAF proposal, presented by the Philippines of a plan to adopt and install Quality Management System (QMS) in 75 auto parts Small and Medium Enterprises (SMEs) in the Indonesia, Malaysia, Philippines, Thailand and Vietnam.  The project under Phase 2 will aid suppliers to improve their quality management standards using ISO/TS 16949: 2002, the latest QMS on international level of certification.  The proposal outlines a funding subsidy by APEC of US$71,640 per economy, with counterpart subsidy to be self funded by each economy of US$15,000. The total project cost is US$358,200 for 5 economies.  The project will be implemented within 8 to 12 months to commence on July 2005.
14. The ECOTECH WG likewise rendered a final report on the first QMS project concluded as of August 30, 2004, of 45 SMEs in Indonesia, Malaysia, the Philippines and Thailand with APEC funding of US$130,000.  The project enhanced the efficiency of the supply chain in terms of Quality, Cost and Delivery (QCD) performances of the companies and helped them earn their international certifications on QS 9000 and ISO/TS 16949. 

15. Further, the WG presented its future Work Program for the supporting industries following the context of APEC economic and technical cooperation schemes (see attached document).
Harmonization Working Group

16. The Harmonization Working Group heard a report on the automotive regulatory and certification system in Australia.  This report was given for information purposes, to provide the SC members with a real world example of how one economy handles these issues.  In particular the presentation highlighted Australia’s adoption of specified technical requirements of ECE regulations; the close cooperation between industry and government; the effectiveness of the Australian recall system; the usefulness of the electronic data transfer through the internet between manufacturers and the Australian government; and the benefits of having the government accept test results as provided by manufacturers with little additional government testing.  This system has been cited by industry as particularly successful.

17. The WG heard a report on the Harmonization workshops which were conducted by the United States in ASEAN in 2004.  These consisted of one-and-a-half day sessions in Malaysia, the Philippines and Thailand during which the participants were briefed on the UNECE and U.S. regulatory systems.  They were conducted to assist AFTA integration on regulatory systems.

18. The WG also heard a presentation on road safety in the APEC region.  The members showed strong support for this topic and agreed to hold a panel discussion at the 2005 Automotive Dialogue meeting in Manila.  Several economies stated that they would give strong consideration to participating in such a panel.  The group also agreed to begin planning for a high level APEC summit on road safety to involve governments, industry and relevant non-government organizations (such as the World Bank).

Environment Working Group

19. The meeting received a presentation by Japan on “Automotive-Related Taxation in Japan” that explained its tax system which covers the acquisition tax, the ownership tax which varies according to passenger cars and mini-vehicles as well as tax on usage.  The presentation also touched upon the incentive measures for environmentally friendly low-emission vehicles in the form of a green tax scheme and a special scheme for fuel-efficient vehicles that meet 2010 fuel economy target values as well as clean-energy vehicles. In this connection, Japan and the US have offered to elaborate on their fuel economy regulations at a future meeting.  Japan has also offered to elaborate on its mini-vehicles scheme and the effect it has on the traffic congestion and air quality.

20. The meeting discussed “A Model for Targets and Schedule of Automotive Emission Regulation and Fuel Properties Improvement in APEC Region” which set the clear  schedule for member economies to implement emission regulations and fuel specification requirements in the years 2005 and 2010. The revised paper on the model will be circulated.  The chair requested that comments be returned by the end of November 2004.  The goal will be to forward an approved paper for adoption at the next Dialogue.

21. The meeting received a presentation by the US on the harmful effects of ash forming fuel additives on the environment, durability of engines and emission control components as well as fuel economy. The meeting considered the drafting of a letter to be sent to the APEC Ministers responsible for Environment and signed by industry representatives to express their concern over the use of ash forming fuel additives and agreed to work out the draft letter intercessionally.  The United States volunteered to help coordinate this effort.

Intellectual Property Rights Working Group

22. Following up on the guidance provided by the Beijing Auto Dialogue on the importance of Intellectual Property Rights (IPR) in the automotive sector, a new IPR Working Group was established.  The first meeting of the IPR Working Group was chaired by the Automotive Trade Policy Council (ATPC).  Japan volunteered to chair this working group for future meetings.

23. The Chair of the IPR Working Group proposed that as its first project it would identify automotive intellectual property (IP) protection best practices in the APEC region and compile them into a paper that would serve as guidance for APEC economies seeking to improve their IP protection practices. It was stressed that this is a positive approach to this sensitive issue that will highlight the good practices and not focus on bad practices.
24. The project as approved will: 

A. Identify and describe the general categories of industry and government IP protection practices

B. Determine which economies or industry organizations represent the best model for others to consider emulating

C. Compile this information into an IP protection “best practices” paper for approval at the April Auto Dialogue meeting in the Philippines.

25. Concern was raised that there may not be enough time between now and April 2005 to complete this project and suggested that the IPR Working Group focus on undertaking the project on a step-by-step basis.

26. A draft paper on proposed intellectual property protection categories for both governments and industry was distributed.  Auto Dialogue participants were asked to review this draft and provide comments by the end of November 2004.

27. The Chair of the Working Group will contact the APEC Intellectual Property Rights Experts Group (IPEG) to coordinate efforts and asked for volunteers to participate in the development of the IP Protection of “Best Practices” paper for the April Dialogue meeting.  In the meantime, the WG will proceed with the project, given that only five months are left to complete it before the April Auto Dialogue meeting.

28. The group also heard a presentation on the United States new IPR protection initiative, the STOP – Strategy Targeting Organized Piracy –  program as a real world example of an effort to implement some IPR best practices.

Market Access Working Group

29. The Chair presented to the meeting a summary of work being progressed following the last Dialogue meeting held in Beijing.
Standstill Commitment

30. Delegates reviewed a draft paper which highlighted the reaffirmation by APEC Ministers in October 2003 that  “economies will endeavor to refrain from using measures which would have the effect of increasing levels of protection in the automotive sector.”

31. Following various comments on the draft paper from delegates, the text was modified and a revised copy is attached.  It was agreed that the paper would be a useful resource for use by interested economies.

Preferential Trade Agreements
32. Members noted a range of preferential trade agreements which had been recently negotiated or were being considered, amongst various APEC economies. It was agreed that such preferential trading arrangements would have growing impacts on trade development and market access amongst economies and far-reaching implications for the automotive industry.
33. It was agreed by the meeting that the subject should be a key agenda item at the next Dialogue in the Philippines in 2005. The Chair of the working group offered to arrange a group of panelists representing both government and industry to present a comprehensive paper at the next Dialogue.
Support for the WTO Doha Round
34. Whilst noting that a separate paper from the USTR updating members on recent WTO meetings would be presented later in the agenda, members noted a draft letter to the Chairman of NAMA offering support to the WTO NAMA Working Group in their activities.  After receiving feedback from some economies on the draft letter, it was noted that further comments from the Malaysian government were requested. It was agreed that final comments on the draft be submitted to the chair of the WG and that a new version of the letter would then be circulated for consideration by members.
Peer Reviews
35. The meeting welcomed the offer by Malaysia to present a peer review at the next Dialogue meeting.
36. The Working Group chairman encouraged other economies to consider making such presentations at future meetings, for the benefit of all participants.  Additionally, he invited the Philippines to consider making such a presentation at the Manila Dialogue, in accordance with past practice.  The Philippines agreed to give a presentation on market conditions and current automotive policy activity at the Manila Dialogue.

Rule of Origin Panel

37. The Group heard presentations from the United States and Japan discussing Automotive Rules of Origin (ROO) and their application in various free trade agreements.  One key element of the discussion was the increasing number of free trade agreements in the APEC region, and the possibility that this could lead to multiple ROOs, which could interfere with trade in the region.

38. The Group agreed to begin on a multi-stage process, with key elements including:  the establishment of an APEC Auto Dialogue panel of experts on Auto ROO to serve as a resource to APEC Member economies; begin work to develop a recommended models for an automotive ROO for consideration by economies in APEC seeking to establish FTAs and updating FTAs.  Australia, Japan and Korea volunteered to participate on the panel.  This auto ROO model recommendation would be circulated, and intersessional comments would be received from economies in advance of the April 2005 Auto Dialogue Meeting in the Philippines.  At the Philippines meeting, a panel will discuss the results of the experts’ work and the final draft paper will be considered for approval by the Auto Dialogue.

Chinese Taipei Peer Review

39. The representatives of Chinese Taipei industry and government gave a peer review presentation.  Key elements of the presentation included:  the level of sales, investment and production in the market; projections for future growth in production and capacity; Chinese Taipei’s movement towards a globally harmonized regulatory system; and Chinese Taipei’s efforts on IPR protection in the automotive industry.  Members expressed their appreciation to Chinese Taipei for its thorough presentation. 

Supplier Development Paper

40. The United States presented a paper on Supplier Development issues to be used by the members as an information resource.  It was agreed that this was an important topic of discussion for the group, which could be taken up for further discussion at future meetings.  

Used Vehicles

41. The Philippines presented a paper on used vehicles in the Philippines and the impact these vehicles have on safety and environmental conditions.

42. The report also reviewed issues involving the trade of used vehicles, noting that an international approach for dealing with the environmental impact of used vehicles could be beneficial.  The Philippines’ paper offered several proposals for dealing with trade in used vehicles.  Some members raised concerns about possible difficulties in implementing the proposals in the paper.  There was much discussion on this topic and the group agreed this was an important topic for further consideration. There was agreement to continue work intersessionally on the topic, with the goal of including it on the April 2005 Dialogue meeting to be held in Manila.

43. It was also mentioned that the Group of Eight Countries is currently working on an initiative called “The Three R’s” which involves the reuse of materials, reduction of waste and recycling, and that this work on used vehicles could possibly relate to that initiative.

Update on the WTO Doha Development Round

44. As a follow up to presentations at past Dialogue meetings, the U.S. Government gave an update on developments in the WTO with specific focus on the modalities for non-tariff barriers (NTBs) in the Doha Development Agenda non-agricultural market access negotiations.  The presentation highlighted the fact that in July of 2004, the WTO General Council agreed on a framework for the final phase of the Doha Development agenda of global trade negotiations.  This framework will include a formula approach for tariff reduction under which higher tariffs will be cut more than low tariffs.  WTO members also agreed to reduce NTBs through negotiations that have equal importance with the tariff negotiations.  Approaches for dealing with NTBs could include request/offer, horizontal or vertical approaches.  Both the tariff and NTB negotiations will take into account the principle of special and differential treatment for developing and least developed country participants.

45. In particular, the presentation noted that work is ongoing on NTBs, with governments recently submitting (by October 31, 2004) their revised indicative lists on NTBs to the WTO.  It was noted that the previous indicative list had a large number of economies that identified automotive NTBs.  The October 2004 lists would likely follow that pattern.

46. Relating directly to APEC, members were reminded of commitments by APEC Ministers to support the WTO Doha round, and their call on APEC subfora to help meet this commitment.  The Chair of the SC urged the group to try and contribute to this goal, and noted a number of proposed Dialogue projects which could directly meet this need. 

47. The SC was reminded 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 SC 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 underway in the Doha WTO round. 

Free Trade Agreement (FTA) Matrix
48. The United States gave a presentation on its FTA matrix.  This matrix provides an overview of automotive provisions of the FTAs signed by the United States that are of particular importance to the automotive sector, the APEC region or both.  The EC Chair encouraged all Dialogue members to prepare similar matrixes to act as an information resource for other Dialogue members.  Many members indicated a willingness to complete such a matrix.  The chair of the Market Access Working group noted that it would be useful to have these countries’ submissions in advance of the Manila 2005 Auto Dialogue, in order to facilitate a successful panel discussion on FTAs.

Auto Dialogue Reporting

49. The SC agreed to recommend to the Dialogue that any statement or report on behalf of the Automotive Dialogue to any APEC fora be circulated for member economies consideration.

Next Meeting
50. Participants agreed in principle that back-to-back Steering Committee and Automotive Dialogue meetings should be held if necessary.

51. Participants thanked the Philippines for offering to host the 7th Dialogue during the week of April 18, 2005.  The Philippines, the Executive Committee Chair and the Secretariat will work together to make all necessary arrangements.  
52. In addition, Society of Indian Automobile Manufacturers offered to host a steering committee meeting in the fall of 2005.  Malaysia volunteered to host a SC meeting in fall of 2006 and Australia offered to host a Dialogue meeting in the spring of 2007.  While the precise arrangement are yet to be confirmed, these offers were gratefully accepted.

Next Executive Committee Chair

53. The EC Chair stressed the importance of finding the next economy to serve as chair of the Executive Committee, and it was agreed that discussion on this topic would continue intersessionally.  A meeting of the EC will be announced by e-mail shortly after the conclusion of this SC meeting to progress the work agenda.

