May 24, 2017
Statement for the Hearing Record
Increasing U.S. Competitiveness
The Honorable Kevin Brady
Chairman, Committee on Ways and Means
1102 Longworth Building
Washington, D.C. 20515

The Honorable Richard Neal
Ranking Member, Committee on Ways and Means
1102 Longworth Building
Washington, D.C., 20515

Dear Chairman Brady, Ranking Member Neal, and members of the committee:

The Motor & Equipment Manufacturers Association (MEMA) and its four specialized divisions
comprise a leading international trade association in the fast-changing mobility industry.
Representing motor vehicle suppliers that manufacture and remanufacture components,
technologies, and systems for use in passenger cars and heavy trucks, MEMA serves as a critical
bridge between high-tech capabilities in new vehicles – such as autonomous vehicles and vehicle
connectivity – and the “nuts and bolts” of vehicle manufacturing. Motor vehicle suppliers contribute
more than 77 percent of the value in today’s vehicles.
MEMA works at state, federal, and international levels to ensure that the marketplace and public
policies support the development of advanced, transformative technologies that enable safer,
smarter, and more efficient vehicles. MEMA’s members are represented through four divisions:
Automotive Aftermarket Suppliers Association (AASA), Heavy Duty Manufacturers Association
(HDMA), Motor & Equipment Remanufacturers Association (MERA), and Original Equipment
Suppliers Association (OESA). For more information on how MEMA is leading transformation in the
mobility industry, visit www.mema.org.

Earlier this year, MEMA released an important economic impact study that clearly defines the
critical role motor vehicle parts suppliers play in the U.S. economy. 1 Motor vehicle component
manufacturers are the largest employer of manufacturing jobs in the U.S., contributing nearly 3
percent of the U.S. gross domestic product. Suppliers directly employ more than 871,000
Americans, up 19 percent since 2012, and generate a total direct and indirect employment impact
of 4.26 million jobs, up nearly 18 percent since 2012.
The motor vehicle component manufacturing industry in the U.S. has experienced robust growth
due to increased demand and vehicle sales. The stability of the highly-integrated North American
supply chain has also been particularly beneficial to suppliers, contributing to growth in both jobs
“Driving the Future: The Employment and Economic Impact of the Vehicle Supplier Industry in the U.S.” MEMA
and The Boston Consulting Group, January 2016. https://www.mema.org/sites/default/files/MEMA_ImpactBook.pdf
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and investments in the United States. Many suppliers located in the U.S. import and export vehicle
parts and components within the North American market. Depending on supply chain logistics,
parts are often exported to be combined with other parts, then imported back to the U.S. for final
vehicle assembly.

This supply chain and production integration is critical to the strengths of the U.S. market, which
supports U.S. manufacturing jobs and competitiveness over other regions of the world, including
the European Union, South America, and Asia.
MEMA is aligned with the goals of the Trump administration and Congress to strengthen
America’s global manufacturing competitiveness and to create more American jobs. To reach these
goals, MEMA supports a simplified, more predictable tax code that would generate investment,
economic growth, and job creation in the United States.

Tax reform is crucial for American competitiveness as many competing countries have an edge
in the global marketplace due to their country’s tax requirements. MEMA urges Congress to include
these priorities in any tax reform legislation:
•

•

•

Lower corporate rates. The current 35 percent corporate tax rate in the U.S. is one of the
highest in the world; the average rate in other OECD countries is less than 25 percent.
Reducing the rate in the U.S. will free up capital needed for growth and for investments in
new products and manufacturing facilities, stimulating job growth.

Business investments. Motor vehicle suppliers must invest in new equipment, machinery,
tooling, and technology needed for today’s manufacturing of advanced vehicle parts,
systems, and components. These investments are expensive and often take years to be
amortized or depreciated. Tax credits for these and similar business investments will foster
renewed development and deployment of vehicle technologies and products in the U.S.

Foreign earnings. Motor vehicle suppliers operate in a global marketplace, and Americanbased companies have accumulated trillions of dollars in earnings held overseas due to high
U.S. tax rates. By lowering the tax rate for accumulated foreign earnings, capital held
offshore can be repatriated in support of growing U.S. businesses.

While MEMA supports tax reform that promotes manufacturing competitiveness, U.S. job
growth, and productivity, we do not believe the Border Adjustment Tax (BAT), as currently
outlined, will achieve those objectives.

Border Adjustment Tax
The BAT in the House Republican tax reform blueprint could disrupt the integrated supply chain
for many vehicle suppliers and cause a ripple effect throughout the U.S. economy. The imposition of
a BAT would increase costs for suppliers and vehicle manufacturers, which would result in higher
vehicle prices for consumers, leading to a decline in vehicle sales. In addition, the imposition of a
BAT would result in decreasing supplier content in vehicles, impacting supplier volume and
manufacturing jobs.
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MEMA recently commissioned a study by The Boston Consulting Group to quantify the effects
and impact a BAT would have on the motor vehicle supplier industry. The key findings of the study
include the following:
•

•

•

•

•

•

The economic impact of the U.S. motor vehicle parts manufacturing industry grew at a rate
of 7 percent year over year from 2012 through 2015. The largest manufacturing sector in
the U.S. is motor vehicle parts manufacturers, representing over 871,000 direct jobs. 2 The
entire motor vehicle industry in the U.S. employs some 4.5 million people, representing
approximately 3 percent of the U.S. workforce. (Appendix, Slides 1, 2)

Supporting the growth in U.S. motor vehicle supplier jobs, the industry relies on a complex
and globally integrated supply chain, built over the last 25 years and highly dependent on
free trade. In 2016, the U.S. motor vehicle industry exported $120 billion of components and
vehicles, and imported $270 billion of components and vehicles.
The imposition of a BAT of 15 percent would create an additional $34 billion in cost for the
U.S. automotive market, also impacting heavy-duty truck manufacturers and adding an
additional $5 billion in costs to the aftermarket parts chain. (Appendix, Slide 3)

With respect to vehicle prices, a BAT would add up to $1,800 on average to vehicle
production costs across U.S. vehicle manufacturers. Consumers facing higher costs would
consider switching to makes and models less impacted by a BAT, creating winners and
losers among vehicle manufacturers and suppliers. (Appendix, Slide 4)

Reduced consumer spending power would force vehicle manufactures and their dealers to
work to decrease prices by forcing costs downward on suppliers. Vehicles would be “decontented” with fewer parts, including advanced safety features and driver-assist
technologies, such as emergency braking systems and lane keeping functions. Supplier
content per vehicle would drop 3 percent, impacting supplier volume and placing up to
45,000 manufacturing jobs at risk. (Appendix, Slide 5)

Finally, with respect to appreciation of the U.S. dollar to “offset” the effect of the BAT, there
is significant uncertainty about the currency response following the introduction of a BAT.
As the cost of imports increased, any appreciation in the dollar would make U.S. exports
more expensive. There is a risk of cost increases and market distortion as currency
fluctuates. (Appendix, Slide 6)

Initiatives and Policies Can Improve Competitiveness and Job Growth

MEMA believes there are specific initiatives and policies that will lead to improving the
competitiveness of U.S. manufacturing and continued job growth. They include:

Trade Modernization

Free and fair trade is imperative for a strong domestic supplier industry. MEMA encourages the
Trump administration to update and engage in trade agreements in a manner that does not disrupt
2

Ibid.
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supply chains or increase production costs. MEMA believes that the focus of the debate should be
on policies that will make U.S. manufacturers more competitive by creating more jobs and
cultivating capital investments to achieve greater economic stability.

Yet it is important to realize that motor vehicles suppliers are dependent on a worldwide
network of suppliers and customers for continued viability and growth. Increasingly we have seen
other countries use free trade agreements as a tool to encourage growth in their motor vehicle
parts manufacturing sector. MEMA would encourage the administration to lead other nations in
this endeavor and keep pace with these developments. In addition, suppliers are often required to
locate within a short distance of, if not immediately adjacent to, final assembly of motor vehicles.
Therefore, it is impossible to focus solely on trade deficits as the signal of unfair trade.
Furthermore, deliberations on trade deficits should center on those countries that have
consistently maintained tariff and non‐tariff barriers to trade. Too many countries consistently
impose excessive tariffs as well as testing, marking, and domestic content requirements.

Trade of motor vehicle parts within the North American Free Trade Agreement (NAFTA) region
is closely balanced and even export and import volume worldwide are not significantly disparate.
Yet, trade with countries like Argentina, Brazil, China, India, Indonesia, Thailand, and South Africa
maintain significant tariffs on motor vehicle parts. Also, many countries impose significant
domestic content and testing requirements that impede free trade of parts and components
worldwide.

MEMA supports a renegotiation of the NAFTA that creates a more competitive U.S.
manufacturing environment and urges that care be taken to balance re-shoring of U.S. jobs with the
unintended risks to jobs and the supply base. The final NAFTA product must continue to provide for
a vibrant North American supply chain, which supports U.S. jobs and competitiveness.
As NAFTA is updated it should utilize draft components of previous agreements that are
beneficial for all three countries (e.g. services, IPR, and rules of content of origin).

Workforce Development

Motor vehicle parts suppliers rely on a strong technical workforce, particularly in the wake of
the transformation in vehicle technology and mobility. For the supplier industry to continue to
innovate and remain competitive, companies need the right workers with the right skills at the
right time. Workforce development and training is a necessary tool to provide workers the right
skills to satisfy employment needs.

The hiring and retention of skilled workers is a key challenge. According to a recent study, “Over
the next decade nearly 3.5 million manufacturing jobs likely need to be filled. The skills gap is
expected to result in 2 million of those jobs going unfilled.” 3 The motor vehicle industry faces
additional hurdles in attracting the right talent, as many young adults may not view this industry in
the same light as other high tech-oriented industries.

3

The Skills Gap in U.S. Manufacturing 2015 and Beyond, Deloitte and The Manufacturing Institute, 2015.
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Throughout the country however, the supplier industry plays an important role by participating
in a variety of state, local, and regional workforce-related endeavors to acquire talent and enhance
employee training.
MEMA urges Congress to move forward with additional policies that will provide new and
greater incentives to both employers and workers, including:
•

•

The Leveraging and Energizing America’s Apprenticeship Programs (LEAP) Act. This
bipartisan legislation provides tax incentives for hiring apprentices. MEMA member
companies – ranging from very large, global corporations to local, small manufacturers –
partner with the U.S. Department of Labor, community and technical colleges, states, and
private entities to provide apprenticeship programs. The LEAP Act will assist suppliers in
offsetting the investments made into these apprenticeship programs.
The Career Technical Education (CTE) Excellence and Equity Act. This legislation calls for
redesigns of education at the high school level with a focus on career technical education.
Career technical education is critical to help address the skills gap faced by many in the
supplier industry.

Technology Development in the U.S.

Suppliers are invested in and lead the way in developing and deploying a wide range of passive
and active safety systems. More than 94 percent of traffic crashes are the result of human error.
Thus, the potential impact of innovative, transformative safety technologies is wide reaching and
unprecedented. Examples include numerous types of advanced driver assistance systems (ADAS),
vehicle-to-vehicle and vehicle-to-everything (V2V/V2X) communications, and components and
systems that enable highly automated vehicles.
MEMA urges Congress and the administration to support measures to further enhance vehicle
safety, including:
•

•

•

Completion by the Department of Transportation of an update of the New Car Assessment
Program (NCAP) to provide “crash avoidance information” next to the NCAP 5-Star Rating
crashworthiness information on new vehicle stickers. An improved NCAP will better inform
consumers about advanced safety features and lead to greater adoption of ADAS
technologies in new vehicles without necessitating new mandates.
Creating effective policies to foster innovation of automated vehicles (AV). MEMA
applauded the U.S. Department of Transportation’s “Federal Automated Vehicles Policy”
guidelines issued in September 2016, but did express concerns on subjects such as safety
assessment letters and model state policy. MEMA encourages Congress to support policies
that creates a single national framework for automated vehicles that does not impede
suppliers’ ability to test and evaluate prototypes on public roads.
Protecting the spectrum for vehicle safety communications. Suppliers have dedicated
considerable resources and years of rigorous development to validate communications
technologies between vehicles (“V2V). MEMA does not support the Federal
Communications Commission (FCC) proposal to “share” the 5.9 GHz spectrum currently
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reserved for intelligent transportation systems. Proposals to share the “Safety Spectrum”
may interfere with signals and compromise cybersecurity. For these reasons, MEMA urges
Congress and the FCC to ensure the preservation of the 5.9 GHz spectrum.

Infrastructure Investment

Motor vehicle supplier’s products are produced, manufactured, and delivered by light- and
heavy-duty vehicles that travel on our nation’s roads, highways and bridges. A network of modern,
efficient, and safe highways is critical to the U.S. economy, and to maintaining the competitiveness
of vehicle suppliers in a global economy.

In recent years, short term extensions of the Highway Trust Fund have not kept pace with
increased construction costs and demand for highway projects; as a result, our existing highways
and bridges are in need of repair, and our broader surface transportation infrastructure needs to be
modernized.

MEMA supports funding of long-term, sustained infrastructure improvements to adequately
plan, prioritize, and fund projects throughout the national network of transportation systems in the
United States.

Conclusion

MEMA is committed to working with the committee and the administration in support of our
shared objectives of increasing competitiveness and growing U.S. jobs.

We believe reforming tax rates, combined with trade, workforce, technology, and infrastructure
initiatives will promote U.S. growth and innovation in the motor vehicle supplier industry and the
U.S. economy.

We look forward to working with you; please contact Ann Wilson at awilson@mema.org or
(202) 312-9246 for additional information. Thank you.
* * *
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