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Report of the 14th APEC Automotive Dialogue

Washington, D.C., 3-4 March 2011

The 14th meeting of the Automotive Dialogue (AD) was held in Washington, D.C. from 3 to 4 March 2011.  The meeting was attended by government and industry representatives from Australia, Canada, China, Indonesia, Japan, Korea, Malaysia, Mexico, Philippines, Russia, Chinese Taipei, Thailand, the United States of America, and Vietnam.  The Society of Indian Automobile Manufacturers (SIAM) participated in the meeting as a guest.  The APEC Secretariat also attended, as well as the Chair of the APEC Committee on Trade and Investment. 

1. Opening Remarks from the Automotive Dialogue Chair 

The AD Chair welcomed the delegates and reviewed the issues to be discussed, including green vehicle technologies, automotive industry and sustainability, open access for advanced technology demonstration vehicles, harmonization of technical standards, small and medium size enterprise development, market access, trade facilitation and future directions for the APEC Automotive Dialogue, pursuant to the conclusions reached at the 13th AD Meeting in Singapore in November 2010.  The Chair recognized the utility of meeting in conjunction with the SOM/CTI, and also thanked the APEC Secretariat for arranging the attendance of the APEC CTI Chair.

2. Address by the U.S. Secretary of Commerce

The U.S. Secretary of Commerce addressed the AD.  He thanked the AD for its accomplishments, and noted the relevance of its current work plan in relation to U.S. APEC priorities.  He further emphasized the importance of green technology and the Advanced Green Technology Demonstration Vehicles Project and urged MEs to complete their work on these important projects.   
3. APEC 2011 Priorities

A senior official from the Office of the United States Trade Representative gave a report to the AD on U.S. priorities for 2011, including: promoting green growth, advancing regulatory cooperation and convergence, and strengthening regional economic integration.  She thanked the AD for its ongoing work and noted several elements of the AD work program which supported the U.S. goals.

4. Adoption of the Agenda  

The meeting agenda was adopted without comments from the member economies (MEs).

5. Reports on APEC Developments 

The APEC Secretariat reported on the status of the AD budget.  The Secretariat is now holding US$14,527, taking into account ME contributions received thus far, and indicated that reimbursement to the United States for the outstanding costs incurred for hosting the 14th AD Meeting in Washington, D.C. would be processed in due course.  The APEC Secretariat also reported on (a) APEC 2011 priorities, (b) new updated APEC website, and (c) updated project funding guidelines.  
6. Working Group Sessions

Market Access Working Group

The AD considered a presentation by the United States which highlighted the possibilities for the proposed Trans Pacific Partnership (TPP) as an opportunity to advance the goals of enhanced market access and increased regional economic integration.

The presentation outlined 10 guiding principles for the automotive sector to underpin the TPP, including the dismantling of tariff and non-tariff barriers; a market-determined currency; harmonization of standards; intellectual property rights; reciprocal investment policies; trade facilitation; consistent rules of origin; dispute resolution; and criteria for the inclusion of new members.

ME noted that there are several pathways including ASEAN+3, ASEAN+6 and TPP to consider.  The U.S. recommended that the guiding principles be applied to other new generation trade agreements and regional undertakings.  The AD agreed that further discussion should be undertaken to study and consider market access principles, intersessionally, ahead of the next meeting to be held in San Francisco in September. 
Australia provided an update on the status of TPP negotiations.  The AD noted the value of keeping the agreement open to new members while retaining the rigor of a high quality trade agreement. 
Harmonization of Regulations and Road Safety WG

The United States gave a status report on the harmonization of Global Technical Regulations (GTR) in the WP29.  Safety and environmental GTRs that have already been established and those that are being developed were reviewed.  Japan presented an update on the status of the IWVTA proposal to WP29.
In recognition of the APEC 2011 goal of regulatory convergence and the ongoing work taking place to harmonize existing automotive regulations, the dialogue agreed that more emphasis should be given to international harmonization of standards and regulations concerning leading-edge automotive technologies before different national standards or regulations are established.  It was also recognized that this need is growing in importance given the dramatic technological transformation of the automobile and the corresponding growth in new automotive regulations and standards.  Presentations were made by representatives of; U.S., SIAM, and Japan. 

Leading examples of advanced technologies and fueling infrastructure cited by the Auto Dialogue that could benefit from a greater focus on technical standards harmonization include electric vehicle charging interface (SmartGrid), the suite of technologies that make up vehicle-to-vehicle, and vehicle-to-infrastructure connectivity network, and autonomous crash avoidance systems.

The AD agreed to forward this recommendation, as part of regulatory cooperation initiatives in the CTI, to the Energy and Transportation Ministers.

7. Report from CTI Chair
The CTI Chair reported on CTI priorities for 2011.  These include: implementing the Bogor Goals, regional economic integration (including the FTAAP and sectoral initiatives), Green Growth and Regulatory Cooperation.  She encouraged the CTI sub-fora to work together.
8. Customs and Trade Facilitation WG

The United States, co-chair of the working group, reviewed the status of the three WG priority areas of: customs web site modernization, automotive rules of origin, and expedited clearance.  Actions by APEC on the WebTR, APEC pathfinder for self-certification for origin, and the progress made towards achieving the single window objective were noted, and that many of the AD goals and objectives had been achieved through these initiatives.  It was proposed that the WG continue to explore ways to fully meet the three priorities in 2011, and to coordinate closer with the SCCP to meet common goals and objectives.

The United States proposed that the current work plan be augmented with a call for greater coordination and mutual recognition among various security related programs in the APEC region, whether voluntary or mandatory, and to develop a common single recommended definition of CKD to feed into the existing WCO process in coordination with the SCCP.  The AD discussed the merits of the proposals and agreed that further discussion and information sharing on both proposals intersessionally was warranted.

Canadian industry presented a report on the North American auto manufacturing and the Canada-US Border.  The report highlighted the integration of the US-Canada automotive industries of the two industries, evidenced by the unparalleled level and scope of automotive trade between the two countries.  A representative of the Indonesian government’s Ministry of Finance provided a report on Customs Practices in the Indonesian automotive sector.  The report covered bonded zones policies, bonded warehouses, the duty drawback scheme, and the establishment of the industrial incentive scheme.    

Small & Medium Enterprise (SME) Development Working Group 

The working group chair reminded the AD of its principal objective of assisting SME Parts and Component Manufacturers in APEC to gain more meaningful participation in the market integration of the Automotive Sector of APEC. Two presentations were made.
The Motor Equipment Manufacturers Association (MEMA) outlined their organization’s structure, membership profile and objectives. The SME working group concluded that MEMA was an ideal organization to work with in its efforts to reformulate its SME Partner Search and Matching Program for APEC parts and components SMEs.

The working group updated the AD with the ASEAN Automotive Federation’s (AAF) Four Wheel / Two Wheel production and sales performance in 2010 as well as quantified the number of manufacturers that provided the parts and components that supported these production levels. Over 2000 of these firms were identified as potential SME participants in the working group’s Partner Search and Matching Program. The working group proposed to reformulate its draft proposed program given inputs from MEMA and present it for consideration and endorsement at AD 15.

9. Government Innovation and Green Technologies Policies
Presentations were made by representatives of; Australia, U.S., SIAM, Japan, Korea, China, Thailand and Chinese Taipei. The AD noted that many governments are implementing policies and programs to encourage innovation and the uptake of green vehicles and automotive technologies, with the objective of reducing CO2 emissions and achieving improved environmental performance.  These include direct grants; concessional loans; collaborative research partnerships; tax and excise concessions; and environmental standards or regulations.

Recognizing the range of different green technologies and approaches being adopted by vehicle manufacturers, the chair concluded that government policies and programs should ideally be designed to be technology neutral and performance-based.  The AD noted that many of the approaches being implemented involved a partnership between industry and government.  It was also noted that to be fully effective, green technology policies and incentives needed to provide certainty to encourage optimal investment by industry and more rapid uptake by consumers.

The AD agreed to undertake further work to underscore the importance of cooperation between industry and government to encourage ongoing improvement in vehicle environmental performance.  It was agreed that these conclusions should be communicated to the Energy and Transportation Ministers.

10. Open Access for Advanced Green Technology Demonstration Vehicles             

In line with APEC objectives to promote sustainable growth and to facilitate the diffusion of advanced green technology vehicles, the U.S. presented a proposal that recommended that member economies adopt measures to provide timely and expedited approval, free of duty and tax barriers for the temporary importation of small numbers of advanced and alternative-fueled demonstration motor vehicles.  This would be for the purpose of research, investigations, public on-road demonstrations or training.

Each member of the dialogue provided a summary of their policies governing the temporary importation of motor vehicles, and whether they supported the proposed language that had been circulating since the last meeting in November.  The United States agreed to collect into a matrix the information provided on existing programs. Some economies suggested specific edits to the draft text, and some expressed a need for more time to consult with stakeholders. To accommodate those additional needs, the AD Chair instructed member economies to report back their views to the United States (barbara_norton@ustr.eop.gov) as well as any suggested edits by March 25, and if necessary convene an intersessional meeting soon after in order to finalize the language in time for the SOM II meeting scheduled for early May 2011 in Big Sky, Montana.  The United States will circulate the latest version of the language to economies to facilitate this review.
11. Automotive Industry and Sustainability
Remanufactured Auto Parts
Representatives from the US Government and industry briefed the AD on the Green Growth business practice of remanufacturing of automotive parts, an operation that returns end-of-life products to original working condition, the benefits of remanufacturing to the automotive industry, and APEC's past and current work on remanufacturing and trade in remanufactured goods.  Auto parts are the largest segment of the remanufacturing industry.  Remanufactured products are not used goods, since they undergo a transformative process where they return to original working condition and meet the technical and safety  specifications that apply to newly manufactured goods. The briefing clarified that only auto parts are remanufactured, and that it would be inefficient and prohibitively costly to remanufacture whole vehicles.

Many economies asked technical questions relating to remanufacturing auto parts.  For example, in response to one question, it was clarified that remanufactured products are only used in the aftermarket, and are not incorporated into new vehicles.  In response to a question as to whether remanufactured auto parts displace the production of new parts, an OEM industry representative explained that OEMs are only able to keep a limited number of relatively recent spare parts in inventory; hence the industry relies on remanufactured parts to service older vehicles.  This also frees up resources within auto companies for more profitable endeavors relating to developing new automotive designs and technologies.

Biofuels

A representative of the Biofuels Task Force of the APEC Energy Working Group reported the status of the Biofuel Transportation and Distribution Infrastructure Strategies. The Project was developed by the APEC Energy Working Group in cooperation with the AD.  The Project has two components: 1) The project develops a set of criteria and best practices for evaluating options to expand the transportation infrastructure for biofuels.  2) The project examines approaches to facilitate the expansion of distribution infrastructure for ethanol and biodiesel.  The representative reported on a study, Sustainable Biofuel Development Policies, Programs and Practices in APEC Economies.  This study contains various policies that encourage the sustainable development of biofuels.  ME expressed an interest in receiving further updates on these projects.  

12. WTO Update

A US Government Representative presented an update on WTO DDA NTB negotiations relating to autos.  In 2009, the United States tabled a revised auto proposal and the EU tabled a new, competing proposal.  The objective of the US auto proposal is to facilitate trade in the auto sector by promoting regulatory transparency, good regulatory practice, and greater alignment of automotive technical regulations.  Concerns with the EU proposal were detailed. It was suggested that AD members review the detailed requirements of both proposals and be engaged in the ongoing discussions in Geneva.

13. Peer Review (Auto Industry and Policy Status)

The economies of Canada and Mexico provided the AD with an update on the status of the automotive industries in their economies.  Both economies noted the impact of the recession on their industries and their recent improvement in market conditions.

Mexico emphasized the impact of used vehicle trade on the automotive industry, the environment and the domestic market.  Mexico stated the importance of further analyzing this issue.  Towards this end, members agreed to form a working group on trade in used vehicles.  

Decisions and Plans for Auto Dialogue -2

Short-Term Objectives and Priorities for APEC AD 

The AD Chair summarized the accomplishments of the 14th AD Meeting.  The chair proposed that the AD should convey its priorities and proposals to the Energy and Transportation Ministerial in September, as appropriate, and particularly with respect to the AD’s work on harmonization of leading edge automotive technologies, government policies to promote innovative and green technologies, and work to facilitate the diffusion of advanced automotive technologies through streamlined import procedures for demonstration vehicles.  In addition, the Chair noted the importance of intersessional work for advancing the work program, particularly in the areas of advanced vehicle technology, customs and trade facilitation work plan, harmonization and government innovation and green energy policies.  There was general agreement among member economies.  He thanked all the participants for their cooperation and contributions.  

* * *
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