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Report of the 10th APEC Automotive Dialogue

Singapore, 9-12 September 2008

The 10th meeting of the Automotive Dialogue (AD) was held in Singapore from 9 to 12 September 2008.  The meeting was attended by government and industry representatives from Australia, Chinese Taipei, Indonesia, Japan, Korea, Malaysia, Philippines, Thailand and the United States of America.  Representatives of the Society of Indian Automobile Manufacturers (SIAM) participated in the meeting as guests.  Members of the AD expressed their appreciation to the APEC Secretariat for hosting this meeting.
1. & 2.
Welcome and remarks by Chair

The chair welcomed delegates to the 10th AD and noted the good attendance.  He thanked delegates for putting together a strong agenda of presentations, and APEC Secretariat staff for assisting in preparations for the meeting.
3.
Adoption of the Draft Agenda

AD members adopted the agenda, a copy of which is attached.
4.
Financial Reports

The financial position of the AD was discussed under Item 18.
5.
Harmonisation of Regulations & Road Safety Working Group

The WG Chair presented an assessment of the ten year history of the WP29 1998 Agreement.  The process has been deliberate but slow at times, however both government and industry parties involved have demonstrated serious commitment by investing substantial time and resources into making it a success.
The assessment concluded that the expectation in the 1998 Agreement that a cost-benefit justification be the basis for Global Technical Regulations (GTRs) has been pursued with varying success.  Nearly all efforts to reach agreement to establish any GTR have taken longer than initial expectations.  The full value of GTRs, that is true harmonization, is undermined when Parties alter the GTR language when adopting it in their respective national regulations.
The Chair of ASEAN Automotive Federation (AAF) Technical Committee No 3 presented an update of work on Environment & Fuel, Certification & Safety.
6.
Small & Medium Enterprise (SME) Development Working Group
The SME Development Working Group Chair presented details of its proposal to assist APEC SMEs gain access to the aftermarket parts markets of developed APEC economies.  The proposed project involves (1) the identification of qualified parts manufacturers selected by industry associations of participating economies, (2) the engagement and dispatch of marketing experts from the target economies to the participating economies to provide specific advice to the parts manufacturers via three day workshops, (3) the conduct of a mentoring period during which the expert and the parts manufacturers prepare their products and processes to meet the target markets’ requirements, (4) a visit to the target market by the parts manufacturers to attend an appropriate trade fair and call on potential buyers identified by the expert.
This program and process is expected to result in export opportunities and transactions for the SMEs which can thereafter be duplicated for SMEs in other APEC developing economies.

It is proposed that funding for the project be shared by (a) the industry association of the participating economy, (b) APEC and, (c) the industry association of the target economy. 

The AD endorsed the project concept and asked the working group chair to coordinate the development of a detailed project proposal for consideration of the CTI in February 2009.
The Philippines updated the AD on the implementation status of the Ecotech project 'ISO/TS 16949:2002 – Adoption of  Quality Management Systems in the Automotive Parts and Components Industry' by participating economies as well as the status of APEC fund disbursements to each economy.  The AD noted the deferment of project implementation by Indonesia.  It was also noted that Indonesia will inform the Project Overseer of the proposed timing of its further participation in the project.  
Each economy which has concluded the project shall submit a qualitative report for assessment by the APEC Ecotech Committee to be considered for the possible staging of Phase 3 of the program to benefit more SMEs in the supply chain. 

7.
Customs Working Group

A presentation was made on behalf of the working group chair reporting on the SCCP APEC Framework for Secure Trade and ‘approved economic operator’ project.  It was suggested that the expedited clearance initiative could be accomplished through the ‘approved economic operator’ concept.  There is not much further work for the AD on this, but the AD should go back to the SCCP periodically to monitor implementation.

A proposal was offered for consideration for the AD to seek funding support for upgrading and updating of customs websites.  In addition, he suggested that a member economy present on its experience in this area.

The Philippines presented an update on CTI 36/2007T, the Customs Import Automation Project.  The project is aimed at developing and implementing an online automated import documentation system to be able to expedite trade transactions of automotive SMEs and OEMs. This is a partnership between the Philippine Government and the auto industry.  The AD noted the commencement of the project had been delayed.  However, the survey of industry practices has been completed.  

The AD further noted the assurance of the APEC Secretariat that the project will be implemented in due course.  The revised activity timetable presented showed that the project will need to be extended from August 2008 to the end of March 2009. The Philippines will submit a formal request for this. 

The US reported on a presentation made to the APEC Committee on Trade and Investment (CTI) in Lima, Peru on 19 August concerning the AD work program and work that has been conducted on rules of origin affecting automotive products in bilateral and regional free trade agreements.

A proposal was submitted to the AD for consideration to advance work on automotive rules of origin (ROOs), by disseminating the AD’s recommendations adopted in 2006 on automotive ROOs in the context of proliferating bilateral and regional FTAs.  The project proposal has two parts:

1) To fund a one-time APEC Automotive ROOs Workshop for senior trade and customs officials from APEC participating countries.

2) To fund an AD ROOs team to visit economies that volunteer to discuss current and future automotive ROOs.
8.
CTI Priorities

The CTI Chair reported on CTI’s work to progress regional economic integration including in the areas of trade in goods, investment, trade facilitation and ROOs.  This work will help lay the groundwork for a possible FTA of the Asia-Pacific.  The CTI Chair encouraged the AD to consider ways of further coordinating its activities and meetings with the CTI.
9.
Market Access Working Group
A representative of the US auto industry provided an auto industry perspective of desirable criteria for FTAs.  He highlighted the following points: the value of comprehensive FTAs, the reduction of NTBs such as discriminatory taxes, import licensing, quotas and simplification of ROOs.  He noted that technical and capacity building assistance can be useful and the importance of a mechanism for consultation with stakeholders. 
Korea made a presentation on the dynamic effects of the Asia-Pacific auto industry and stated that member economies should eliminate the various kinds of barriers which hinder trade and investment in the Asia-Pacific region.  Developed economies and leading OEMs should support SMEs to strengthen competitiveness.  Tariffs on auto products should be abolished as soon as possible to facilitate trade and create high wage jobs in the Asia-Pacific.
· SIAM presented the Indian automobile industry's viewpoint that a desirable FTA should have benefits that accrue to all parties, should not create market distortions, and eliminate high local taxes and NTBs.  The treatment of sensitive items involving vehicles and parts through a negative list for FTAs must be an important element.
Japan outlined its status on FTA negotiations and introduced its industry's perspective on supporting the promotion of FTAs.

10.
Intellectual Property Rights Working Group

The representative of IPEG made a presentation on its current activities.  He expressed an interest in coordinating with the AD based on its activities.  He also mentioned future cooperation with the AD including its attendance at IPEG meetings and possible joint sessions. 
Indonesia proposed having the 2nd IPR Seminar in Indonesia.  It was stressed that sharing information and increasing public awareness is necessary for IPR protection and safety in relation to counterfeit products.
Funding for this proposal from the AD budget was requested.  (This proposal was further considered under Item 17)
11.
Australian Auto Policy Presentation

Australia presented an overview of recommendations from a recent review, commissioned by the Australian Government, of Australia's automotive industry.  The Australian Government is expected to respond to the recommendations in coming weeks. 
13.
Multilateral Trade Agenda

A US representative provided an update of developments in the WTO Doha negotiations.  While the situation is still in flux, APEC Senior Officials, ASEAN plus Three, and a number of individual WTO Members have expressed disappointment over the breakdown in July and a continuing hope that the negotiations can be concluded successfully.  Several proposals on the table in the WTO that have been identified as priorities going forward would address non-tariff barriers (NTBs) of relevance to the auto industry, including proposals to promote transparency, harmonization and good regulatory practices for autos, electronics and chemicals, as well as a proposed procedure to deal with NTBs after the round.  Customs facilitation issues are being addressed through the WTO Trade Facilitation negotiations, and issues related to services can be dealt with through the Doha services negotiations.  In addition, it was noted that work to address NTBs related to the implementation of existing WTO agreements (e.g., licensing, quotas, investment, and intellectual property rights) can proceed through the WTO Committees and other WTO enforcement mechanisms, irrespective of whether the Doha Round continues to move forward.  Finally, further efforts by the Global Automotive Industry Dialogue (GAID) to develop text-based proposals on NTBs of concern to the auto industry would be welcome.
SIAM made a presentation on the work of the GAID and explained that a broad range of NTBs has already been identified.  It was suggested that the GAID re-group and review developments with a view to proposing text-based proposals concerning the specific NTBs that have been the focus of discussion.  It was also recommended that other AD members who have not participated to date in the GAID consider participating in the work of this group. 
It was noted that it is important to focus not only on NTBs but also on tax elimination and that the most important issue is the successful conclusion of the WTO DDA. 

14.
Motorcycle Safety Initiative

The US presented a proposal for a heavy motorcycle safety initiative as a follow-up to the 2007 AD Road Safety Summit.  The proposal consists of workshops that address all aspects of safety as it relates to large motorcycles, such as safety training programs, licensing, helmet laws and road restrictions.   
15.
Advanced Technologies in Transforming the Automotive Industries

SIAM shared information on recent automotive technology developments in India, including direction of the technology strategy for alternative fuels.  Technology developments are addressing four broad areas - the design development and manufacture of vehicles; rising costs of fuel and increasing consumption of fossil fuels; the need to address local air quality challenges; and global warming concerns.

SIAM shared information on the World Hydrogen Technology Congress and the Environmentally Friendly Vehicles Conference to be held in New Delhi next year. It was noted that the challenge of technology offers areas for APEC cooperation and collaboration.
A representative from the US Auto Industry made a presentation on the universe of alternative technology options under development in the automotive industry. It is recognised in all APEC economies that motor vehicle sector is moving from a petroleum-based technology to a future that includes electric, bio-fuels, hybrid, hydrogen and zero emission. All of these technologies are being pursued simultaneously.
Japan briefed the government initiative on the next generation vehicles and fuel. Five focus areas including batteries, hydrogen/FCV, clean diesel, biofuels and traffic flow control were mentioned.

16.
Biofuel Initiatives

A representative of US government, who is also Chair of the APEC Biofuels Taskforce, presented on policies to promote biofuels in the US.  To meet a legal mandate for a five-fold increase of biofuels to displace about 15 percent of petroleum demand by 2022, the US has an R&D program to reduce second-generation biofuel costs from non-food feedstocks such as farm and forest residues and grasses.  There are also incentives for biofuels production and development of biofuels distribution and infrastructure.

A presentation was made on activities related to the Biofuels Task Force, which has a mandate from the EWG to examine issues related to biofuel resources, fuel flexible vehicles and infrastructure, and biofuel economics and trade.  Its consensus findings, reported to APEC Energy Ministers in May 2007, are that biofuels from a variety of feedstocks are cost-effective at current petroleum prices; that biofuels can reduce greenhouse emissions; and that biofuels can displace a significant portion of petroleum demand over time.
Regarding biofuels infrastructure, two projects were proposed for AD consideration - (i) to examine criteria for determining the circumstances under which it would make sense to build a dedicated pipeline to transport biofuel from production centres to population centres, and (ii) to examine strategies to coordinate the expansion of ethanol production (including from farm & forest residues widely available in APEC) with expansion of the network of biofuel filling stations.  In addition, a third project relating to development of biofuel standards was also proposed.
A representative from Japan Automotive Industry presented on recommended biofuel specifications for a Worldwide Fuel Charter, including E100 and B100 guidelines for E10 and E5 blends add their respective test methods. He invited comments on the recommended specification by 1 October 2008 to wwfc_comment@jama.or.jp.  The AD Chair noted that these would be guidelines, not regulations, and may provide the basis for authorities to develop their own standards.
17.
Recommendations to Senior Officials

The Automotive Dialogue reviewed a list of eight suggested projects to be developed for possible consideration in the APEC budget process in 2009.  
It was agreed that two of these project proposals should be developed by the relevant Working Group Chairs for urgent consideration by the CTI at its February meeting in 2009, as follows: 
1. SME Market Access Project

2. Customs - Automotive rules of origin project 

It was also agreed that other projects should be developed for further consideration by the AD and for possible subsequent submission to the APEC budget process.  These were as follows:
1. IPR Seminar – Indonesia

2. Heavyweight Motorcycle Safety Initiative

3. Modernization of Customs Websites

4. Develop Biofuels Distribution Infrastructure in APEC

5. Develop Biofuels Transportation Infrastructure in APEC

6. Develop Biofuels Standards to Facilitate Biofuels Trade

18.
Arrangements for future meetings

The meeting accepted the Republic of Korea's offer to host and chair the next AD meeting to be held from 30 March to 2 April 2009.  
It was also agreed that a second AD meeting should be held later in 2009.  It was suggested that it may be time to coincide with SOM III and related meeting to be held in Singapore in late July – early August 2009. 
In considering arrangements for future meetings the Chair noted that funding arrangements were in a sound position.  It was observed that the opening balance of funds had been just under $US 17,000 and that around $US 7,000 had been expended on meeting arrangements for AD10.  Accordingly it was noted that remaining funds of around $US 10,000 would be carried forward to 2009.  It was agreed that individual economy subscriptions for the AD should be unchanged in 2009.  
The meeting welcomed Japan's offer to host an AD meeting in 2010.

19.
Chair's Summary and close of meeting

The Chair summarised key points from the proceedings of the meeting, noting that new project priorities for 2009 had been identified and that a work program of future projects had also been established for further development.  The Chair thanked all participants for their contributions and declared the meeting closed.  
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