Follow up to the European Parliament resolution on CARS 2020: towards a strong, competitive and sustainable European car industry, adopted by the Commission on 11 March 2014
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5.
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6.
Brief analysis/assessment of the resolution and requests made in it:
The Resolution recognises the automotive industry is a vital part of the EU's manufacturing base and key source of competitiveness, growth and jobs, and that coordinated action is needed to ensure that certain skills and sectors of manufacturing are retained in Europe. It acknowledges that the current economic situation is not the sole cause for the current state of affairs in the automotive sector, and that both demand and production are shifting to the emerging economies and together with sources and processes changing this leads to major changes in the value chain. The resolution endorses the Commission's new strategy of launching a new European industrial policy, in particular for the sustainable automotive industry (paragraph 1). It expects the Commission to coordinate its own efforts more efficiently and to draw up a clear schedule of fast-track measures (paragraph 2). It calls on the Commission to develop cross cutting roadmaps to cover sectors of energy, transport and ICT (paragraph 3). It urges the Commission to submit a study showing the mismatch between what it wishes to achieve and the tools available to it, as the basis for a debate within the Council and Parliament (paragraph 4). The resolution acknowledges it is essential for the Union to improve the implementation and communication of its action plan (paragraph 8). It considers, alongside Europe-wide cross cutting action, that measures specifically tailored to individual circumstances need to be taken in order to stimulate demand (paragraph 12). With a view to the issue of overcapacity, it requests the Commission to submit a study on a scale of overcapacity in Europe, including an action plan setting out all the policy tools available in this area. Finally, it urges the Commission to submit proposals for more active and coordinated support for workers and companies in the automotive sector (paragraph 14). It points out that the Commission, together with Member States, should strengthen measures to step up access to capital markets for SMEs and mid-cap companies, notably by setting up regional one-stop-shops (paragraph 17). The resolution further requests the Commission to foster the emergence of transnational clusters, competitive hubs and public-private collaborative networks on the mobility of the future (paragraph 33). In relation to regulation, it calls on the Commission to launch an ex-post assessment on adopted legislation and on the lack or bad implementation of adopted legislation (paragraph 40). Then it asks the Commission to respond to the problem of consumers being misled by unrepresentative information on vehicles' fuel consumption and environmental performances (paragraph 43). It calls on the Commission to enhance protection of intellectual property rights at international level and introduce a business confidentiality strategy at EU level (paragraph 46). On the issue of financial resources, the Resolution urges the EU, together with Member States, to harmonise, optimise and bolster the use of financial resources to stimulate investment in sustainable mobility by means of tax-incentives for SMEs and both private and public funding instruments (paragraph 47). It further asks the Commission to make an in-depth country-comparative study of taxation applied to the automobile sector in the EU in order to rationalise the current tax burden on production and on trade in motor vehicle related services and reduce red tape (paragraph 48). In relation to state aid rules, it calls on the Commission to introduce a conditionality clause that would require the automotive firms to keep their financed operations at the site until the end of the depreciation period and to refund should they decide to relocate (paragraph 51). It also calls for an approximation of legislation on the aftermarket that currently suffers from legal fragmentation, and requests the Commission to accompany this with an in-depth and comparative study of the implication of legal fragmentation (paragraph 55). It emphasizes that the EU should step up efforts to combat the import of counterfeit spare parts (paragraph 56). It demands from the Commission to take measures to ensure a high level of consumer protection, transparency and safety in the second-hand car market, citing examples of good practice such as the "Car pass" scheme in Belgium to be encouraged by a European Standard, and notes that re-registration procedures for vehicle transfers must also discourage cross-border mileage fraud (paragraph 58). The resolution also urges the Commission to reorganise its trade policy, so as to coordinate Member State measures promoting EU firms, products, intellectual property and investment; centralise all export instruments; introduce a principle of reciprocity; push for dismantling of non-tariff barriers; and shorten time taken to instigate investigations and apply trade defence instruments (paragraph 67). Finally, it asks the Commission to extend ex-ante impact assessments on future trade agreements in the automotive sector and carry out new studies, including assessing the cumulative impact of agreements (paragraph 68).

7.
Response to requests and overview of action taken, or intended to be taken, by the Commission:
The Commission welcomes the European Parliament resolution and its comprehensive approach in addressing this issue. The Commission shares the Parliament's assessment that competitiveness of the sector can be restored through continuous technological innovation, knowledge and reduced dependence on imported energy, differentiation and access to global markets, leadership in international standard setting, holistic policy making and broader involvement of the stakeholders.

Upcoming actions

In relation to ensuring, amongst other issues, a high level of consumer protection, transparency and safety in the second-hand car market (paragraph 58), the new provisions of the Regulation on the type-approval framework will include provisions for market surveillance, in order to ensure that vehicles and their components are safe and compliant with relevant legal requirements, and that this framework effectively achieves the relevant policy objectives. The evaluation of the type-approval framework was finalised in November 2013 with a publication of a Commission staff working document. The Commission’s proposal to enhance the type-approval framework is envisaged to be presented in 2014.

Actions already being implemented

The Commission fully recognises the benefits of policy coordination (paragraphs 2, 3 and 4). The CARS 2020 process is an example of a modern holistic policy making, and the CARS 2020 High Level Group provides an efficient forum for the coordination of the work of various Commission services. This has shown to be an effective tool that has significantly improved the coordination among Commission services and with stakeholders. This being said, the Commission has, with a view to limit market interference, deemed appropriate to use, for a number of areas, a self-regulatory approach where all parties agree upon common principles and modes of cooperation, but has made an important effort to achieve a consensus amongst the stakeholders. This can obviously change if any meaningful progress cannot be registered in due time. Citizens' Dialogues in the Member States are proving to be excellent fora to discuss the implementation of the Union's action plan, be it on more general or on specific topics, such as Industrial Policy and Automotive industry (paragraph 8).

Demand stimulation in the EU primarily concentrates on scrappage and incentives schemes used exclusively by the Member States to foster market uptake of clean and energy-efficient vehicles, but equally to improve safety and promote diversification of energy sources. With a view to avoid possible fragmentation of the internal market, the Commission published in 2013 guidelines introducing the principles on how Member States should use financial incentives to best increase demand (paragraph 12). It consists of mandatory principles that must be strictly respected, and of recommended ones which form a set of best practices. Implementation of the Guidelines will lead to maximising the positive impact of the national schemes on the European level and will contribute to avoiding unnecessary distortions in the Internal Market.

In the context of far-reaching restructuring, the issues of structural and cyclical overcapacity remain at the forefront of the CARS 2020 High Level Group interests; the Commission intends to report on the progress made, including in the area involving research and innovation as per the CARS 2020 Action Plan, in its forthcoming Report to the High Level Group scheduled for this Spring. In addition, the Task Force on Ford Genk, set up by the Commission to mitigate the social impact of the closure and prepare the restructuring of the region, should serve as an example of best practice in the sector. The Commission recently adopted the EU Quality Framework for anticipation of change and restructuring that calls for certain principles and best practices to be followed by industry and public authorities with a view to facilitate the investment in human capital and promote the reallocation of human resources to activities with high growth potential and quality of jobs (paragraph 14).

SMEs have a crucial role in the process of anticipation and change of the European industrial model. It is a well-known fact that SMEs are key generators of innovation, and are indispensable if a credible manufacturing base and hence jobs in Europe are to be retained. But it is also a common knowledge that these economic operators experience considerable difficulties in accessing cheap and long-term finance, which in no way helps them exhibit the necessary flexibility and autonomy vis-à-vis larger market players in the value chain. It is primarily for this reason that the Commission has set up COSME (the EU programme for the Competitiveness of Enterprises and Small and Medium-sized Enterprises) (paragraph 17). It is a dedicated financing instrument for SMEs with a total of €2.3 billion available for the leveraging of financing operations that would otherwise not receive any attention on the market. In addition, under Horizon 2020, a new dedicated SME instrument designed specifically for highly innovative smaller companies will provide further funding opportunities for early-stage, high-risk research and innovation by SMEs as well as stimulating breakthrough innovation. It is estimated that some €3bn will be at the disposal of SMEs. Moreover, building on the success of the Risk Sharing Finance Facility (RSFF) and recognising the need to help SMEs that innovate to access finance from banks, the Commission together with the EIB launched at the end of 2011 the Risk Sharing Instrument (RSI) facility, managed by EIF, providing loans and leases to SMEs undertaking research, development or innovation projects. Further focus has been put on the innovative mid-caps segment under RSFF, with the EIB providing direct and intermediated financing instruments to SMEs, such as the Growth Financing Initiative and the Mid-Cap Initiative.
The Commission currently has no intention to stimulate investment in sustainable mobility via tax incentives. Under the subsidiarity principle, only Member States have the possibility to introduce relevant national provisions in this area. As a consequence, the Commission does not consider necessary to make a comparative study of taxes applied to the automobile sector (paragraphs 47 and 48). The participation of institutional investors in European venture capital funds and European social entrepreneurship funds is also addressed by the European Social Entrepreneurship Funds regime and the new EU venture capital framework which should lead, inter alia, to larger, more efficient venture capital funds, with more possibilities to specialise by type of investments, better diversification of investments, and more cross-border financing available for SMEs.

As regards fostering the emergence of transnational clusters, competitive hubs and public-private collaborative networks focusing on the mobility of the future, in 2013, the Commission, after consultations with the industry, and with a view to foster cooperative research and innovation in the automotive sector, prepared and presented a proposal for the European Green Vehicles Initiative, with a proposed budget of more than €750 million (paragraph 33). In particular, in 2014, there will be a good level of funding in the area of green vehicles due to strong frontloading (€129 million). Six single stage calls are being launched with deadlines for submission of proposals scheduled for the end of August. Another call closes in October 2014.

As part of its smart regulation policy, the European Commission committed to review the entire body of legislation in selected policy fields through "fitness checks". The purpose of this exercise is to identify excessive burdens, overlaps, gaps, inconsistencies and/or obsolete measures which may have appeared over time (paragraph 40). For the automotive sector, the CARS2020 Action plan announced that a fitness check on the type-approval framework for motor vehicles would be carried out and that the legislation governing this framework would be reviewed to include provisions on market surveillance. The Commission has already seen in 2013 the adoption of the Regulation concerning the approval and market surveillance of two- or three-wheel vehicles and quadricycles (L-category vehicles). Together with the Regulation on the approval of agricultural or forestry vehicles, this is an important step in the framework of simplification and Better Regulation, while consolidating the Internal Market. Indeed, about 40 separate Directives have been repealed and replaced by two Regulations, each followed by a handful of delegated and implementing acts. Also, coherence has been enhanced between the two type-approval frameworks.

The Commission is very much concerned with the air quality problems faced by a significant number of Member States. Clearly, a revision of the test procedure is necessary due to major discrepancies in the emission values (especially of NO and NO2) of diesel cars obtained during the current test cycle and during normal driving. Excessive vehicle emissions are believed to directly contribute to the high NOx concentrations especially in the urban hot-spots. Two testing procedures for the RDE test procedure are being currently analysed in the "real driving emissions of light duty vehicles" (RDE-LDV) working group (paragraph 43). Both testing procedures can be placed in different stages of the type-approval process leading to a significant improvement in the market surveillance and, in consequence, lowering harmful vehicle emissions. As from the mandatory Euro 6 dates (September 2014/15 for new type approvals/all new passenger vehicles), the RDE test procedure should be introduced, and its full application is envisaged for years 2017/2018. The same applies to the World Light Duty Test Procedure with an aim to develop a new cycle which will imitate in a more precise manner driving conditions and real world dynamics in order to allow more precise evaluation of the vehicles' CO2 emissions. The new cycle will replace the currently used "New European Driving Cycle" which does not represent on-road driving in a sufficient way. The regulatory date of the adoption of the new driving cycle is 2014 as laid down in (EC) No 443/2009. The Commission is proposing 2017/2018 as the application date in the type approval process. In both cases we count on the European Parliament's effective support implementing the proposed application dates as soon as in 2017.

One of the EU's objectives is to improve the protection and enforcement of IP rights in third countries, i.e. internationally (paragraph 46). This objective is being pursued in different ways, through an effective enforcement regime, a Strategy for the Enforcement of Intellectual Property Rights in Third Countries, adopted in 2004, and through the framework of the World Trade Organization and World Intellectual Property Organization, defining a broad framework to fight IPR infringement in countries outside the EU. In addition, the EU is negotiating a series of bilateral trade agreements which aim to include comprehensive IPR chapters. The IPR chapters should as far as possible offer similar levels of IPR protection to that existing in the EU, the EU also aims to take into account the level of development of the countries concerned. The EU was also involved in the development of the Anti-Counterfeiting Trade Agreement which aimed to help countries work together to tackle large-scale IPR violations more effectively. It was rejected by the European Parliament in July 2012. At the external border, customs also play a very active role in protecting the EU against the import of IPR infringing goods. In the last two years, the EU adopted a new EU action plan on customs action against IPR infringements for 2013-2017, the new Regulation No. 608/2013 on customs enforcement of IPR, and strengthened the cooperation with Chinese Customs authorities through the EU-China Action plan on IPR enforcement (paragraph 56).

Any legislating activity at the EU level needs to take account of the principles of subsidiarity and proportionality. It is the Commission position that Member States, provided that they respect EU rules, are free to choose the tax systems that they consider most appropriate and according to their preferences (paragraph 48).

As regards the policy of aid to enterprises established in the EU the applicable State aid rules require that any aid to economic operators is compatible with the internal market. Certain provisions of direct and indirect EU support and national aid already provide the necessary instruments in order to ensure the recovery of the contribution from the economic operators in case of unjustified cessation of economic activity (paragraph 51).

In relation to the issue of legal fragmentation of the aftermarket, the Commission may act within its competences conferred to it by the Treaty (paragraph 55). The demarcation line between the responsibilities of the Commission and those of the Member States is normally drawn at the moment when a vehicle, system, component or separate technical unit is placed on the market. What comes next is the responsibility for Member States. However, the legal frameworks for the type-approval of motor vehicles – light-duty and heavy-duty – and the recently adopted Regulations on the approval and market surveillance of two- or three-wheel vehicles and quadricycles and on the approval of agricultural or forestry vehicles, all contain provisions on access to repair and maintenance information.

With a view to simplify the re-registration of motor vehicles registered in other Member States within the Single Market, the Commission adopted in April 2012 a proposal for a Regulation. It stipulates the procedure for the registration authorities to be used to retrieve the information on data items, including data about "mileage", from the electronic vehicle registers of one or more other Member States. It is believed that access to data about mileage should effectively discourage cross-border mileage fraud (paragraph 58).

Given that 80% of growth in the next decade is expected to come from outside Europe, the Commission has already centred its ambitions to allow EU car manufacturers, through its trade policy, to tap on foreign market opportunities, and continue benefiting from the economies of scale.

The Commission is engaged in the negotiations of numerous Free Trade Agreements (FTA) to dismantle tariffs and non-tariff barriers and to set-up disciplines on the protection of EU investments or industrial property. It also improves conditions for EU companies' activities abroad through the negotiation of investment treaties, bilateral dialogues (on industrial property) or strategies such as the Market Access Strategy or the future Strategy on Enforcement of Intellectual Property Rights in third countries. At the same time, the Commission is opposed to protectionist tendencies, and monitors those trends globally.
Effective implementation of the FTAs for the automotive industry is important, as EU exporters continue to face excessive burdens as they operate on third markets. The implementation process of FTAs in force is being carefully scrutinised in the framework of the negotiations with Japan and the US (paragraph 67). In the specific context of the CARS 2020 exercise, with a view to assess the trading patterns and individual and cumulative impacts of the FTAs signed, initiated, under negotiation or planned, the Commission commissioned a unique external study, the results of which will be published in the second quarter of 2014 (paragraph 68).

The Commission also regularly evaluates the impact of its trade policy. Since 2012, Commission impact assessments have looked at the impact of any initiative on EU competitiveness, including in the cars sector. The Commission launches impact assessments before and during FTA negotiations, and "studies of consequence" after signing an FTA. Such analysis includes the effects of all agreements currently in force as a baseline. The Commission also started recently to carry out ex-post evaluations of existing FTAs.

As to trade defence proceedings, the Commission is now proposing to cut the time for taking decisions on provisional measures by two months. As to trade promotion, it is a competence of the Member States, but the Commission already offers online services for exporters, including SMEs, via the websites "Your Europe"
 or the Market Access Database.
-----------
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