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Report of the 15th APEC Automotive Dialogue

San Francisco, California, USA 14-17 September 2011

The 15th meeting of the Automotive Dialogue (AD) was held in San Francisco, California, USA from 14 to 17 September 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, Vietnam, and the Society of Indian Automotive Manufacturers (SIAM) participated in the meeting as a guest.  A representative of the APEC Secretariat also attended.

1. Welcoming & Opening Remarks
Governor Matt Blunt, President of the American Automotive Policy Council, and Peter Perez, Deputy Assistant Secretary for Manufacturing, Department of Commerce opened the meeting by welcoming the delegates to the Second APEC Auto Dialogue meeting in 2011.  Both noted the importance of the industry to the region as a major source of jobs, trade and innovation, encouraged the participants to be action-oriented and specifically encouraged the AD to advance the proposal to facilitate the diffusion of advanced technology demonstration vehicles, and international harmonization especially for new technologies before different national standards are established. 

James Sanford, Assistant United States Trade Representative USTR for Small Business, Market Access and Industrial Competitiveness, Chair of the APEC AD provided opening remarks where he reviewed important and related events including, the recent joint Energy and Transportation Ministerial Conference, and key agenda items for the meeting, including: the advanced technology demonstration vehicle proposal, automotive industry and sustainability, and working group activities on small and medium size enterprise development, market access, trade facilitation-- building on the conclusions reached at the 14th AD Meeting in Washington, DC in March 2011. He appreciated the work that so many AD members had contributed to the agenda with presentations and also in leading some of the working groups within the AD.

2. APEC 2011 Developments Report

Kurt Tong, the U.S. Senior Official for APEC, briefed the AD on the US 2011 APEC year - progress and priorities. He emphasized that the 21 APEC economies share more than a geographical location around the Pacific Rim; they share a fundamental philosophical belief in the mission of Regional Economic Integration (REI), expanding relationships, and reducing trade barriers. APEC is unique in that it is the only international organization that routinely seeks input from the private sector.  APEC is results oriented and he commended Japan for achieving in 2010 the Yokohama vision of FTAAP, which will deal not only with trade issues at the border, but also behind the border.  The US Senior APEC Official described US priorities with the three 2011 themes of REI, green growth (of which the AD demonstration vehicle initiative is an important component) and regulatory cooperation and convergence.

3. Intercessional Action 
The AD Chair reported on the AD intercessional activities, including the completion and submission of the letter sent on from the AD chair to the Joint Energy and Transportation Ministerial Conference, the progress made of Advanced Technology Demonstration Vehicle proposal, and the industry proposed priority automotive guidelines in support of APEC Ministers’ call for input from APEC forums.

China reported that it holds reservation on the AD letter to the Transport and Energy Ministers on the description of 'Government policies and programs should ideally be designed to be technology neutral and performance-based…' China believes that 'technology-neutral' can't fully reflect the implications of other factors on government policies and programs, such as inland geographical characteristics, energy source distribution differences and supportive infrastructure constraints. China suggests that the following language better reflects their views 'Government policies and programs should be based on the practical application of technology in line with each economy's realities.”  The Chair suggested further discussion in the AD.
4. Joint Transportation & Energy Ministerial Conference 

Representatives from the US Department of Energy and the US Department of Transportation gave an update on the Joint Energy and Transportation Ministerial Conference and the Innovation Technologies in Sustainable Transportation event that took place on September 13. The objective was to move APEC towards an energy-efficient, sustainable, low-carbon transport future. The conference was composed of four roundtables: Strengthening Transportation’s Role In a Clean-Energy Future, Developing Energy Efficient Transport Systems For Livable Low-Carbon Communities, Powering Low-Carbon Transport, and Greening the Supply Chain: Energy Efficient Freight Transportation. 

Consistent with APEC Auto Dialogue efforts, the Ministers’ statement specifically noted that “We support and welcome efforts to facilitate the introduction of energy-efficient vehicles throughout the APEC region by streamlining procedures and regulations related to the importation of small numbers of non-salable advanced and alternative-fuel demonstration motor vehicles with adequate levels of safety and call on officials to identify common elements of procedures and regulations in this regard by the November Leaders Summit.” 

5. Advanced Technology Demonstration Vehicles Proposal

The AD considered the revised version of the proposal to facilitate the diffusion of advanced and alternatively fueled demonstration vehicles throughout the APEC region.  At the meeting of Ministers Responsible for Trade (MRT), APEC Ministers agreed that trade in green vehicles and technologies would increase APEC economies access to these energy efficient vehicles and allows economies to reap their environmental benefits.  Ministers agreed to identify by November 2011 ways to streamline procedures and regulations of small numbers of non-salable advanced and alternative fueled demonstration motor vehicles.  Accordingly, the AD considered a paper that laid out proposed common elements of policies and regulations that would enable manufacturers to quickly and easily test demonstration vehicles in markets across the APEC region.  Many AD participants supported the revised paper as drafted, but the AD was not able to reach consensus. Consequently, a revised version of the proposal had been circulated for economies to review and consult with capitals.  The Chair requested any additional comments to be received by September 20 in order to be prepared to report for the CTI meeting being held in September 22-23.  

6. Automotive Sector and Sustainability 
Consistent with the US 2011 APEC year theme of “green growth” and direction from APEC Ministers and Leaders to transition to a low-carbon economy, presentations were made by Australia, China, Indonesia, Korea, Philippines, United States and Vietnam on strategies and policies developed and challenges faced in the effort to increase fuel efficiency and lower carbon emissions in the automotive sector through the expanded use of alternative fueled vehicles.

Frequent themes carried throughout the presentations made included: the desirability by each economy to reduce the use of petroleum in the automotive sector; the recognition that the use of alternative fuels along with improved vehicle efficiency must be combined to reduce petroleum consumption; the emphasis on the adoption of alternative fuels over the development of vehicle technologies; the recognition that the deployment of fuel creation and distribution systems remains a major challenge; the importance of public/private partnership in the development of policies and regulations pertaining to alternative fueled vehicles, the need for consumer acceptance of alternative fuels, technologies and infrastructure, and; that government involvement (incentives, standards, mandates) was viewed as a critical element in achieving the reduced use of petroleum in the automotive sector.

The United States proposed and the AD agreed that to accelerate the adoption of alternative fuels, economies come together to explore how to achieve higher volume use of alternative fuels in a shorter time-frame than could be achieved by the individual economies on their own. The objective of this initiative would be to have renewable alternative fuels move more rapidly toward the status of a fungible commodity in the region.  The AD agreed to discuss next steps for this proposal at the next meeting.

7. Automotive Data Exchange

A proposal to exchange automotive data on sales, production and trade for passenger and commercial vehicles on a quarterly basis was made by Mexico, which led the discussion on automotive data exchange for new vehicles. The proposal also included the exchange of non tariff measures that apply to trade in motor vehicles at the border. 

The economies made comments regarding the need to further refine the classification presented by México, because some economies have different classification, to include heavy trucks and buses and two-wheelers in the exchange and agreed to send proposals to Mexico of formats and definition of classification for the exchange. Some economies mentioned that some of the data may be readily available somewhere else and committed to identify this sources. It was noted that a common format will be a challenge to develop and certain terms would need to be defined, since different economies define vehicle categories differently.

Mexico will present a proposal to the AD for a common format and classification for the exchange of information taking into consideration the proposals that economies will send to Mexico. 

8. Economic Impact of the Great East Earthquake & Current Status of Recovery & Supply Chain Recovery

Japan provided a report on the damage caused by the Great East Japan Earthquake to the Japanese industry, including the auto and auto parts industries and their earlier than expected recovery. Japan expressed appreciation for the support of other economies following the earthquake.

9. Peer Review

The Russian Federation gave a detailed and comprehensive report on its automotive industry composition, auto production and market sales (with a long-term forecast), as well as its trade and investment policies. The dramatic impact of the recent economic crisis was emphasized by the more than 50% drop in annual sales level of motor vehicles and the projection that it will take up to a decade to fully recover to the sales levels experienced before the crisis. Questions were answered about the status of Russia’s accession to the WTO and its anticipated impact on current policies, the impact of used vehicles in the Russian market, and on the current production capacity in Russia following the recent market downturn.  

10.  Auto Parts Remanufacturing

A Representative from the US government briefed the AD on the status of the U.S.-Japan APEC Remanufacturing Initiative.  On September 17th, on the margins of the Market Access Group (MAG), there is a workshop concerning Managing Trade in Remanufactured Goods at the Border, with speakers from the governments of the U.S., Japan, the Republic of Korea, and Indonesia, and representatives from Dell, Shin-Etsu Denso Co., Solar Turbines, the Motor and Equipment Manufacturers Association, and the Automotive Parts Remanufacturers Association. Participants in this workshop are customs, import, and industry officials from many APEC economies.  It is designed to enhance the understanding of economies of how trade in remanufactured goods occurs, how to identify remanufactured goods at the border, and how to facilitate trade in remanufactured goods.  

On September 23, the U.S. based Remanufacturing Industries Council is hosting the 2011 APEC Remanufacturing Exhibition and Reception for Senior Officials, with several significant remanufacturers exhibiting their businesses and products for Senior Officials. This will provide better connections between Senior Officials and executives from the exhibiting remanufacturers, who are all active in the Asia-Pacific.   

Finally, the U.S. and Japan submitted to the MAG a revised proposal on facilitating trade in remanufactured goods, which contains general commitments on transparency for measures concerning remanufactured goods, capacity building in APEC on trade in remanufactured goods, and approving a pathfinder with deeper levels of commitments, such as treating remanufactured goods the same as new goods for importation purposes. 
Many economies asked technical questions relating to remanufacturing auto parts, including on how the business itself works; the relationship between OEMs and independent remanufacturers in the aftermarket; ensuring quality of remanufactured auto parts; measuring trade flows of remanufactured goods; the definition of “remanufacturing”, including the difference between remanufacturing and recycling; disposal of end-of-life auto parts; and protecting human health, safety, and the environment. The capacity gap between developing and developed economies on recycling-system establishment was also raised. Additionally, concerns and issues regarding safety and trade were noted. Further discussion on these subjects and the different definitions related to remanufacturing was proposed. AD participants expressed interest in remanufacturing of auto parts, particularly with respect to the potential aftermarket business opportunities.

 11. Committee on Trade and Investment (CTI) Priorities

The CTI Chair briefed the AD on CTI priorities, which support the 2011 APEC themes of Regional Economic Integration (REI), Green Growth and Regulatory Cooperation and Coherence. The AD’s work on demonstration vehicles will be an important and meaningful contribution to the green growth theme.  The Chair urged the AD to narrow the gaps and collaborate to reach consensus. In addition, she encouraged the AD to make a meaningful contribution to CTI’s work on remanufacturing. In the area of REI, CTI is working on “next generation” issues related to global supply chains, enhancing the role of SMEs, not only as direct exporters, but also in their role as indirect exporters, and promoting effective, non-discriminatory innovation policy. The CTI has a specific initiative aimed at reducing barriers that may hinder SMEs from trading. The CTI Chair noted that she was aware of the AD’s useful harmonization agenda, and described the broader discussion on regulatory cooperation in CTI, SOM and the Economic Committee, including work on good regulatory practices, improving internal coordination on rulemaking, best practices for Regulatory Impact Assessments, and improving public consultation mechanisms. Finally, the CTI Chair welcomed the AD meeting alongside CTI and SOM, because it could help to establish synergies with other APEC groups.

12. Market Access Working Group 

Australia, the Chair of the Market Access Working Group, noted that a number of priority issues now discussed under other agenda items by the AD originated from discussions within the Market Access Working Group.  The meeting noted the slow progress toward improved market access arising from multi-lateral forums and focused discussion on regional agreements. 

Presentations were given by China, Japan and USA on the development of regional agreements including:

· The Trans-Pacific Partnership Agreement: where it was noted that discussions have been ‘fast-tracked’ with the aim to achieve a high-quality agreement.

· ASEAN + 3 (EAFTA): it was noted that significant progress is being made on key issues.

· ASEAN +6 (CEPEA): the meeting was advised that discussions are continuing.

· FTAAP: The AD discussed key issues which might arise through the FTAAP and possible industry priorities for these negotiations. The AD will discuss these priorities intersessionally and share feedback at the next AD meeting.

Member economies were encouraged to contribute to ongoing adjustments to the FTA Matrix which outlines the numerous bi-lateral trade agreements within the region and the economy profile information maintained on the APEC AD website.

13. Standards Harmonization & Road Safety Working Group

The Russian Federation, represented by the Chair of the UN ECE/WP29, gave a comprehensive status report on the UN WP/29 harmonization activities and a presentation on the regulatory landscape of the Russian Federation and of the Customs Union of Russia, Belarus and Kazakhstan.

A representative from the ASEAN Automotive Federation gave a status report on ASEAN technical regulations and provided an updated status report on the ASEAN Mutual Recognition Agreement (MRA). The objectives are to enhance cooperation amongst Member States in ensuring the safety and quality of automotive products marketed in ASEAN; to create a single market and reduce technical barriers to trade in the automotive sector through the harmonization of technical, environment and safety requirements for automotive products; and to increase the utilization and strengthen the capability of testing facility among ASEAN.

The United States offered a proposal to further harmonize automotive safety regulations through transparency, starting with a pilot project at AD1 2012 to examine the status quo for three different products to understand the variation in how economies regulate in the same issue area. The AD agreed that the idea has merit in concept, but some economies need to have internal deliberations before they are able to offer their views on this proposal. After receiving expeditious final approval of the overall proposal from those economies, factual data collection can begin intersessionally on how economies regulate in a few example areas, and at AD-1 in 2012 this factual information can be considered and a decision can be made on what further work would be useful.  

Canada’s Auto Industry Association Representative (CVMA) presented information on the government-auto industry efforts being undertaken to identify and resolve areas of vehicle regulation and standards misalignment between Canada and the United States.  Progress associated with the harmonization of specific standards was highlighted. It was noted that industry on a truly bi-national basis is looking to establish an aggressive mechanism and timetable for the elimination of existing regulatory differences and to establish a robust, enduring process to ensure consistent regulations are developed and promulgated in the future.  This would include a formal framework for country regulatory agencies to cooperate and coordinate on regulatory research and development in advance of any new regulation being introduced in either jurisdiction. It was suggested that all economies need to look for opportunities to remove regulatory inconsistencies within major market regions.

Finally, the United States reported on activities going on elsewhere in APEC on interoperability for electric vehicle charging infrastructure, particularly work under the APEC Regulatory Advancement Mechanism (ARCAM) on Smart Grid Interoperability Standards and electric vehicles. Work on this area is proceeding in CTI in light of results of an expert dialogue at CTI2. CTI representatives have been reviewing a proposed set of recommendations on addressing interoperability standards for Smart Grid technologies and will finalize this work at CTI3. With respect to interoperability of electric vehicle charging infrastructure, the US representative suggested that the AD note the importance of this work for business from a business and cost perspective. As this is consistent with the recommendations of AD1 2011, the AD agreed to support the ARCAM recommendations on Smart Grid Interoperability standards as it applies to electric vehicles, and further agreed that this work is important to reduce costs for business and development of new technologies. The AD further expressed an interest in providing its expertise to overall APEC work in this area.

14. Customs & Trade Facilitation Working Group 

The United States, co-chair of the Customs and Trade Facilitation Working Group, summarized the status of the three AD priorities in this working group- Customs Website Modernization, Automotive Rules of Origin, and Expedited Clearance, and outlined the proposed new areas of activity- encouraging cooperation, mutual recognition and transparency among the security programs in the APEC region, and assisting the WCO in defining CKDs and SKDs.

Canada’s industry representative (CVMA) cited the challenges associated with customs security procedures and trade facilitation in an enhanced security conscience environment and as the Canadian and U.S. economies seek to recover from the recent deep economic crisis.  Despite the high degree of Canada-U.S. collaboration and cooperation over several years regarding customs facilitation and trusted trader security programs, both governments and integrated industries have agreed that much more could be done. Automakers and other integrated industries set out a road map for governments on both sides of the border to consider with six specific recommendations primarily focused on the harmonization and expansion of trusted trader programs and cooperation respecting security and customs processing requirements for goods and business personnel.  The joint Canada – U.S. action plans are scheduled to be release in October 2011.  APEC economies may give consideration to the experiences acquired through enhanced North American perimeter customs clearance processes and requirements.

The AD agreed to send a letter to the CTI Chair encouraging the SCCP to promote APEC region security program cooperation, mutual recognition and transparency and to express support for the SCCP’s AEO best practices initiative as a helpful means to achieve that. The AD also agreed to send a letter to the WCO offering its assistance and inherent expertise in the development of a common CKD/SKD definition.

15. Small and Medium Enterprise Development Working Group

The SME working group presented a Pilot Program Proposal for Upgrading APEC
Automotive Parts Manufacturing SME's. The program involves (1) the engagement by a cooperating developed economy Industry association of a sourcing / purchasing expert knowledgeable in the parts aftermarket sector, (2) a visit by the expert to the participating SME's to assess their products, process and capacities and; (3) provide them with specific product improvement / marketing advice and guidance. Indonesia expressed its appreciation and strong support for the ASEAN Automotive Federation (AAF) proposal. The AD after deliberations agreed to endorse the proposal subject to further consultations with potential participants and instructed the working group to prepare the appropriate concept notes for consideration by the CTI.


The Motor Equipment Manufacturers Association (MEMA) presented highlights of their organization's activities and described results of a recent forecast of their sector's business prospects to 2020. As the study forecasted slow growth for their sector, they suggested that the SME Upgrade Program broaden its target market focus to include all APEC as well as to non APEC economies.

16. Used Motor Vehicle Trade Working Group 

Mexico chaired the WG on Used Motor Vehicle Trade. The Chair tabled a proposal to exchange yearly trade data (exports and imports) on used passenger and commercial vehicles, as well as information on non tariff measures that apply to both exports and imports of these vehicles and domestic policies in the exporting countries regarding used vehicles that may encourage their exports. 

Some economies made comments regarding the need to further refine the classification presented by México, to include heavy trucks and buses in the exchange and agreed to send proposals to Mexico of formats and definition of classification for the exchange of information.

Mexico will present a proposal to the AD for a common format and classification for the exchange of information of used motor vehicle trade, taking into consideration the proposals that economies will send to Mexico. SIAM and Philippines also made presentations regarding the negative effects that imports of used vehicles cause to the importing economies, and supported the Mexican proposal to be pursued further.

17. Plans for Auto Dialogue-1 2012

Russia agreed to host the AD in 2012, and discussed three potential meeting venues: Moscow, St Petersburg and Vladivostok. Proposed AD agenda sessions and events to be highlighted included: Automotive Sector Development and Sustainability; New Technologies (Green Car, Electricity and Hydrogen); Alternative Fuel Programs; Market Access; and Standards Harmonization, Regulations and increased Transparency, and the ongoing work of the Working Groups. Since all three destinations have auto assembly plants nearby, the agenda could include a plant tour, regardless of which venue is selected.

18. Actions and Decisions Summary

The AD Chair summed up the action items and decisions from the meeting.  He noted that the AD had good synergies with a number of other APEC fora, including the Energy and Transportation Working Groups, and the Standards and Conformance Sub-Committee (SCSC), and had expressed an interest in better collaboration with the Sub-Committee on Customs Procedures (SCCP).

The many presentations under the automotive sector and sustainability agenda item reflected the interest of AD member economies in promoting sustainable technologies, increased fuel efficiency and lower carbon emissions through the use of alternative fueled vehicles.

A common theme expressed in all the presentations was the desire to reduce the use of petroleum in the auto sector, and that alternative fueled vehicles can play an important role along with improved vehicle efficiency in reducing petroleum consumption.  The need for consumer acceptance of new technologies was cited as a key challenge, in particular because of the new infrastructure required to support different new technologies

The presentations also emphasized the need for partnership between government and industry in developing government policies and regulations affecting new technologies.  The AD had agreed to accelerate the adoption of alternative fuels, and to explore how to achieve high volume use of alternative fuels in a shorter timeframe than could be achieved by the individual economies on their own.

The AD had supported the Mexican proposal to initiate a data exchange covering both new and used vehicles in the areas of tariffs and import requirements.  Mexico will lead the work on this, which would include further fleshing-out of the frequency, format and definitions underpinning the collection of the data, and how to make the data readily accessible.

With respect to remanufacturing, given the high level of interest in this issue and that auto parts are the largest sub-sector of the overall remanufacturing industry, the AD agreed that it has a role in contributing to the CTI pathfinder on remanufacturing, focusing on remanufactured auto parts for the aftermarket.

AD members discussed an industry proposal on FTAAP guidelines and will reflect on the appropriate scope of such principles and the relationship to other activity in APEC and elsewhere relating to trade agreement principles. Some economies consider that it is premature and impractical to conduct such discussions and think that the appropriate scope of such principles needs to be further considered. A convergence and divergence study on the auto elements of FTAs/RTAs within APEC region is suggested. Work on this subject will proceed intersessionally.

On standards harmonization, it was proposed that the AD undertake some factual research to understand the variation in how economies regulate in the same issue area. The AD agreed that the idea has merit in concept, but some economies need to have internal deliberations before they are able to offer their views on this proposal. After receiving expeditious final approval of the overall proposal from those economies, factual data collection can begin intersessionally on how economies regulate in a few example areas, and at AD-1 in 2012 this factual information can be considered and a decision can be made on what further work would be useful.  

The AD welcomed the work going on elsewhere in APEC on interoperability for electric vehicle charging infrastructure, and noted that from a business and cost perspective, interoperability is very important for electric vehicle charging infrastructure.  AD further expressed interest in continuing to provide expertise to overall APEC work in this area under the ARCAM.

On Customs issues, the AD agreed to send letters to the CTI Chair supporting the SCCP AEO best practices and to the WCO offering assistance in the development of a CKD definition.  


On SMEs, the AD supported in principle the AAF proposal, and encouraged the AAF and other interested member economies to work together to develop a Concept Note for consideration by the AD.  

With respect to demonstration vehicles, the Chair noted that the AD had a good exchange on the proposal, and made some progress in narrowing gaps, but was not able to reach consensus.   Consequently, a revised version of the proposal had been circulated for economies to review and consult with capitals.  Since the AD must report to the CTI on September 22-23, the Chair requested any additional comments to be received by September 20.  The status of the text will be reported to CTI.

The United States, as the proponent of the proposal, believes that subsequent consultations following the Auto Dialogue addressed the concerns of a couple of economies, and the document was submitted to the CTI for their endorsement.
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