ECIPE PRESENTATION »

Hosuk Lee-Makiyama
Co-Director, European Centre for International Political Economy (ECIPE)

o LM
Juntt Ny
1]
5

ECIPE

K
T
#.-l
M

':'l'l Mp— i

]




Myth #1 “Foreign imports are worsening the EU automobile crisis”
EYEE#L SNE>LDWMAIFEUEBBIEERDEHZELSETLS
Mythe #1  Les importations étrangeres aggravent la crise automobile




30% overcapacities due to saturated demand, volume

HEEAM., KELEE. BEUVASHENEICK 530%DF—/
30% de surcapacité en raison d’'une demande saturée,

revenu
EU brands increased market shares; foreign brands took the larg

EUD TS Y MG 2 7Z2MIEL. SED TS 2 FAERED
Les marques de 'UE ont augmenté leurs parts de marche; les m
la crise

Imported volumes are too small and cannot fill-up overcapacities
MAZEEIDGELS ., AA—N—F v\ T4 —ZIEOHHBTHELL
Les volumes importés sont trop faibles et ne peuvent pas couvrir

TABLE 7: BIGGEST DROPS IN EU CAR SALES (NEW CARS REGISTRATIONS, 2008/Q1~2011/Q1)
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Myth #2 “The EU car industry does not benefit from free trade”
EYEE#2 EUEHBEEXRFIEHRZICEISIBEZRITTLVEL

Mythe #2  L'industrie d’automobile de I'UE ne tire aucun bénéfice du libre-éch




2~3% of total trade volumes — but still Europe’s largest tr
EFICH L T2 53%DMAE-LHML., BRMICSHITEHE
2~3% du volume total des échanges - mais encore l'exce
d'Europe

ant

The EU exports 3.5 euro in cars for every euro it imports from abroad
@ HEDHEIIEUNTHADDISEDFEEZLI=5 LTS,
L'UE exporte € 3,5 en terme de voitures pour chaque euro qu'elle importe de I'étranger

Trade surplus thanks to unique expertise on high-end segments; sm

@ NIV FRHICEITAHEODEMEMICLLSEZET,; lBD/NMhSL
L'excédent commercial grace a lI'expertise unigue sur les segments
equilibre

TABLE 11: EU TRADE BALANCE ON CARS (2011), IN THOUSANDS USD
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Myth #3 The car industry is too important for jobs and growth
EYEEH#3 BEEEEXEIERLHEOETEETES

Mythe #3 L'industrie automobile est trop importante en termes d’emplois
et de croissance




The largest trade surplus, yet our largest liability in trade n
ZADEZRF. LOALESXFITEVTERORY Y
L'excédent commercial le plus important, pourtant notre pl
négociations des échanges commerciales

Value-added contributed by the vehicle industry in countries with overcapacities are less than 0.3%
@ FT—/N—FvN\OT4—MNEIH>TWHERIZEITLEHEEXNFTE L I={TI{MEIX0.3%FKiE T H 5

La valeur ajoutée fournie par l'industrie automobile dans les pays en surcapacités est inférieures a 0,3%

TABLE 9: EU EMPLOYMENT AND VALUE-ADDED IN INDUSTRY & SERVICES SECTORS (2008)

Manufacture of basic metals “}Tﬂ
Mining and quarrying u'ﬁ%
1.5%

Publishing, printing and reproduction of recorded meadia 1' 758,

2.8%

3.2%
3.0%

1.6%
3.3%

Manufacture of motor vehicles, trailers and semi-trailers lll'“'

Manufacture of fabricated metal products, except machinery and
equipment

Manufacture of chemicals and chemical products
Hotels and restaurants

Manufacture of food products and beverages
Manufacture of machinery and aquipment n.e.c,

Construction

Transport, storage and communication

Wholesale and retail trade, repair of motor vehicles, motorcycles 23.3%

and personal and household goods

Real estate, renting and business aclivities

23.6%

“ Number of Employees  ® Value Added

Source: Eurostat 2008




Myth #4 Bailed-out car manufacturers can return to profitability
EYUEEH#HA HBESNEBEBHEA—D—ORBERZRYERI CEHHES

Mythe #4  Les constructeurs d’automobiles renfloués peuvent renouer
avec la rentabilité




Rising salaries, but labour productivity falling behind

BE€ALLE—F. FBEEEIETLTLS

Salaires en hausse, mais productivite du travail a la traine
Higher value generated by workers in Brazil than in Europe

@ I—OUNHLIZVILDFBEDOANSIMAEEZEAHLTLVS
Une plus forte valeur générée par les travailleurs au Bresil qu'en Europe

TABLE 4: PRE-CRISIS CHANGES IN WAGES, VALUE ADDED (2000-2007) AND LABOUR
PRODUCTIVITY (INDEX CHANGE 2000-2008) IN THE CAR INDUSTRY

Wages and Salary Value added per employee Labour Productivity Index
2000 2007 2000 2007 2000 - 2008

France 28 621 55 461 71918 -6.3%
Germany 26 580 43 707 53 094 35.7%
ftaly 21 208 30 895 41905 99 747 -2.20
Spain 24 396 44 881 52 613 14.4%
UK 39 253 68 047 51243 147 449 35.094"
US 51338 62 020 189 997 280 262 63.7%
Japan 56 423 50 558 241 975 290 149 32.19"
Kores 26 963 54 867 149 385 950 959 476%
Brazi 16 042 25 653 53 577

China 2 788 6 059 28 671 47 542

* Motor vehicle data unavailable, and transport equipment classification used
Source: UNIDO; OECD; own calculations




Significantly lower efficiency on R&D

MRAFEICENTEL <ELIRE

Efficacité significativement plus faible de la R&D

EU focus on longterm R&D with high risk (green technologies) with less resources available
EURALGWFIARIEEGERTE Y RV ORBMMERRE (JU—2T792/89—) [CERZETTLS
L'UE met lI'accent sur la R&D a long terme, a haut risque (technologies vertes) avec moins de ressources
disponibles

Low Return on Investments from R&D. Profits needed in the short term
@ KRUA—2OHAREAREADIKRE. EEARIRELNHE
Faible rendement des investissements en R&D. Les profits nécessaires a court

TABLE 5: R&D PERSONNEL AND SPENDING (2008) BY THE CAR INDUSTRY; NUMBER OF WIPO PATENTS REGISTERED
(2003~2007) IN THE TRANSPORT VEHICLES CATEGORY

R&D personnel Full- Efpfmﬁm“ﬁgi WIPO patents

time equivalent (2008) PPP (2008) (2003-2007)
Germany 89,400 18,601 55206
France 30911 1,802 19,126
Italy 8,832 1,418 4,180
Spain 2603 360 2060
UK 10,082 1,664 5788
us 83,100 16,034 46,091
Japan 87626 19558 106,368

i CEN

Korea 23,053 4381 30,307 ‘,u" "“*h,i
China" 16,5475 6764 9,119 ECIPE
Turkey 2882 202 N/A % &
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Myth #5
E V) 3E#5
Mythe #5

Market intervention, subsidies may solves the crisis

THENACHMEEERZMRI S ENTES

L’intervention sur le marché et les subventions peuvent
resoudre la crise




Key factors are economies of scale, export focus; activist
BEELGOIRBEOREFET L THHICERZRKSC &, HEH
Les facteurs clés sont : économies d'échelle et concentrat
industrielle volontariste est inefficace

Domestic focus leads to low margin production; but EU exporters
ERICERZETHEEFRBOEENEDENS, LALEU
La concentration sur le marché interne conduit a une production
enregistrent un record en terme de profit

° Repatriating production from modern plants to Western Europe wo
HEDEENR ZF-ARICRIEBELEZTEZEILSED

La relocalisation de la production des usines modernes vers I'Euro

Demand-side measures like scrapping schemes (4.5 million unit)

@ “Scrapping schemes” (4505 &)D & 5 HEEH DA EKITFH

Les mesures de renfort de la demande comme la prime a la cas
des bénéfices

TABLE 3: PRODUCTION OF PASSENGER CARS PER ASSEMBLY PLANT; SHARE OF PRODUCTION EXPORTED OUTSIDE EU, 2010

250
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100

Germany Spain  New Member Total EU27 France United Italy
States Kingdom

& Production per plant ¥ Extra-EU export per plant
Source: ACEA, UN ComTrade, 2011
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Myth #6 The Japanese market is closed for European car exports

EYEE#6  BAROHIZIIERMD BEEHE (S L TEASEKITH S

Mythe #6  Le marché japonais est ferme pour les exportations des
automobiles européennes




The share of cars in EU exports to Japan are higher (factor 1.5)
EUIX* BEMEICHE 175 BEBEDOF S TEICEAL5EELD

La part de I'automobile dans les exportations de I'UE vers le Ja
1,5) que d'autres pays

(facteur

EU exports divided into too many brands to localise manufacturing to Japan
EUDEIHIE, BRICAIGTTREZO—NFTA AT EHEHITHFVICEZZL DIV FITHIFoATLS
Les exportations de I'UE sont dispersées en trop de marques pour localiser la fabrication au Japon

European small cars are sold with 90% mark up; higher total cost of ownershi
3—0O Y/ \O/PMEEFIONDELITZE L TFELNT LS & YU ELERE 3
Les petites voitures européennes sont vendues avec 90% de balisage, cout

Identify right non-tariff barriers that will give market access
JERATRIEEEDIE L LEBRIETHIEAT I E X E2ERBESE S
|[dentifier correctement les barrieres non tarifaires, pour faciliter 'acces au marché

TABLE 10: TOTAL COST OF OWNERSHIP OF SELECTED EUROPEAN CARS IN JAPAN (IN YEN, 10 YEARS)

Volkswagen Polo Citroen C3 Fiat 500 Nissan Micra (MaChi)
1.4 gasoline 1.6 gasoline 1.2 gasoline 1.2 gasoline

Purchase costs
Purchase price
at dealership, incl. 5% 2,100,000 2,000,000 1,900,000 1,400,000
acquisition tax
Consumption tax Up to 5% Up to 5% Up to 5% Up to 5%
Mandatory inspection,
every two years (*shaken”) 1,185,000 1,315,000 1,230,000 905,000
Tonnage tax 125,000 125,000 100,000 100,000
Car tax 350,000 350,000 300,000 300,000

Based on capacity

Compulsory liability
insurance 300,000 300,000 250,000 250,000
(“kyosei hoken")

Repair & servicing (after

quarantes) 490,000 540,000 580,000 956,000

Voluntarily insurance

(fbaiseki hoken) 1,110,000 1,070,000 1,220,000 1,000,000
Gasoline 11 km/L 11km/ L 14km/ L 14 km /L
Parking 0-20,000 0-20,000 0-20,000 0-20,000
Total cost of ownership 4,600,000 4,585,000 4,480,000 3,455,000

(10 years)

Source: manufacturers’ own information; AIU; own calculations
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Myth #7
EUSE#7
Mythe #7

Free trade agreements spells the end of the EU car industry

HHEZREFIEUDBBEEXDRDOY ZEFTLVS

Les accords de libre-échange signifient la fin de I'industrie
automobile de ['UE




Impact from tariff cuts irrelevant compared to transport costs, e
AR FEABL— FMTHRBREIETIFIC K 2R EXEEED
L'impact des réductions tarifaires non pertinentes par rapport a
change

taux de

Very high correlation between increasing imports and increasing exports
s B & EEH B MO ICIEREICE UEREREZR
Une tres forte corrélation entre l'augmentation des importations et celle des exportations

Volkswagen taking market shares, not foreign brands; Korean increases (66%) not due to the FTA
NETSVFTREL AV RT=SFUhTiiE s 7ERFITLS, &
Volkswagen prend les parts de marcheé et non pas les marques etranger
vient pas de I'ALE

High degree of localised production and local supply; write-off of existing capacities in the EU unlikely
SECO—AhS4 XSIN-4E Hihitis, EUICHFEEL CTLSEEREINDIREEXH Y FEL

Degré éleve de production localisée et d’approvisionnement local; la disparition des capacités existantes dans
I'UE est peu probable

TABLE 14: CORRELATION BETWEEN EU EXPORT COMPETITIVENESS AND IMPORTS OF
COMPONENTS (2011)

ndia; 0.

0.41
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Source: Own calculations



Conclusion — FTAs means avoiding decline, saving w

EHYIS-FTARERZEET HHICHY ., BllFondd

Conclusion — ’ALE évite le déclin et sauve ce qui peut

Systemic, not temporary problems; EU demand on cars are unli
@ VATLH., —FKMTREALZVEE. EUICEITS5BEHEDNTFEL
Problemes systémiques, non temporaires; la demande de voitur

Industry survival depends on exports, global mergers. Only FTA

@ EXDEZTRVYIE. ML - TICEGEINDS, HE—RBFHAERED
La survie de l'industrie dépend des exportations et des fusions
nations peuvent créer de la croissance

P Rewarding inefficient production and limiting competition only ero
EMENLGEELHFHREZRESEDIFEFEVDHIEENZI=

Récompenser la production inefficace et limiter la concurrence ér

TABLE 3: PRODUCTION OF PASSENGER CARS PER ASSEMBLY PLANT; SHARE OF PRODUCTION EXPORTED OUTSIDE EU, 2010
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Italy

& Production per plant ¥ Extra-EU export per plant
Source: ACEA, UN ComTrade, 2011



