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INTRODUCTION

At the Leaders’ Meeting in October 2002, APEC Leaders endorsed the Pathfinder concept, based on a group of APEC economies piloting the implementation of trade liberalisation and facilitation initiatives.  The Leaders’ endorsement of the Pathfinder approach was in recognition of the fact that Pathfinders would “invigorate progress toward the Bogor Goals”.

The Pathfinder approach has already worked well in delivering outcomes in APEC.  The case of the APEC Business Travel Card (ABTC) is a good example.  Only three APEC economies began the ABTC in 1997.  Other members were not forced to join, but were encouraged to do so.  As the card has developed, its membership has increased to 13 with a number of others in prospect.

The delivery of a number of Pathfinders to Leaders in October this year will be a necessary element in our overall response to the Shanghai Accord and will be a significant outcome in the APEC ‘Year of Implementation’.  The Pathfinder approach will also revitalise APEC’s trade facilitation agenda and contribute to the realisation of the 5 percent reduction in transaction costs to which Leaders agreed in the Shanghai Accord.

This paper provides details of five possible Pathfinders initiated by Australia.  All are based on earlier APEC decisions and each is being, or has been, discussed and further developed in the relevant APEC Working Group or sub-fora.

PROPOSAL:

ADVANCE PASSENGER INFORMATION SYSTEMS

APEC Fora:

The Business Mobility Group/ Committee on Trade and 

Investment

Introduction

The APEC Business Mobility Group (BMG) agreed at SOM II 2002 that the development of unilateral Advance Passenger Information (API) systems should be considered a Pathfinder initiative.

API systems provide electronic passenger movement records in advance of both incoming and outgoing passenger movements to and from the destination economy.  The system provides for streamlined border processing and is based on a partnership between governments and airlines, and makes innovative use of existing global telecommunications infrastructure.

There is also a counter-terrorism element to the implementation of API systems.  The BMG noted at its meeting in May 2002, that API systems “clearly meet the call by Leaders, in their statement on counter-terrorism, for electronic movement records systems that will enhance border security while ensuring the movement of legitimate travellers is not disrupted”.

The benefits of cooperatively developing API systems have also been recognised by APEC Ministers, who have stated that such systems are a ‘…new technology standard in regional travel facilitation…’. 

Objective of the Proposed Pathfinder
Four APEC economies have already implemented or undertaken to implement API systems.  The objective of the Pathfinder would be to encourage other APEC economies to introduce API systems as they feel ready to do so.

To facilitate this objective, the BMG has obtained APEC funding for two projects relating to Advance Passenger Processing (APP)/API: one is to conduct a multilateral APP system pilot trial; the second is to conduct three feasibility studies in three economies to assess their capacity to join an APP/API environment.  

An Example of an API System

Australia’s Advance Passenger Processing (APP) system is an example of an API system.  APP enables:

· airlines to confirm at check-in whether the passenger is permitted to enter that economy, before they board the flight,  through a connection between airline reservation systems and government databases;

· for all passengers that board an APP checked flight, an "expected movement" record is created in the destination economy's movements database; and

· when the passenger lands at the destination economy and are processed by the border control agency, their movements are confirmed and recorded electronically.

Benefits of API

API systems save the time taken for border processing because passengers are processed for arrival before they board their flight, when the destination economy receives the advance notice of passenger bio data details.  This saves time and resources:  

· travellers reduce time spent waiting in queues;

· electronic movement records are created, improving the efficiency of border operations;

· the number of undocumented passengers arriving is reduced saving airlines infringement fines and enforcement action by governments; and

· governments are able to divert the border-processing resources saved by more efficient processing to handle other higher-risk areas of passenger movements more efficiently.

Economies which have or are about to implement API systems are working to develop API standards which will result in:

· a measurable improvement in passenger processing time on arrival;

· the opportunity to minimize costs through cooperation;

· procedures/methods of data collection which aim for optimum data accuracy;

· a reduced number of undocumented passengers; and

· increased security and improved border control capabilities, through:

· increased intelligence and data collection opportunities;

· improved integrity of current immigration screening processes (which can be further enhanced by the capacity to link databases and share alerts);

· advance risk assessments; and

· the opportunity to enhance confirmation of identity via biometrics.

PROPOSAL:

ADOPTION OF THE REVISED KYOTO CONVENTION
APEC Fora:
Sub-Committee on Customs Procedures/Committee on Trade and Investment

The revised Kyoto Convention on the Simplification and Harmonisation of Customs Procedures (the Revised Kyoto Convention) provides a foundation for modern and efficient customs procedures that facilitate trade without compromising appropriate standards of customs control. The Convention recommends, amongst other things, the use of information technology, risk management and audit techniques, transparency of customs regulations and procedures, and a co-operative approach between customs and trade.  

The adoption of the revised Kyoto Convention by a significant number of APEC economies would deliver tangible benefits to business in the region by increasing transparency and efficiency in customs administration and contributing to APEC’s goal of reducing transaction costs.  The Kyoto Convention pathfinder would demonstrate the leading role that APEC is playing in progressing trade facilitation in the region.  The pathfinder would support bringing the revision into force by increasing the number of signatories acceding to the revised convention.

Objective of Proposed Pathfinder
It is proposed that the Pathfinder could be an agreement that:

1. by August 2003 a significant majority of APEC economies will undertake to adopt the principles of the revised Kyoto Convention; and

2. by the end of 2004, X [number of] economies will have accepted the provisions of the revised Convention.

Part (a) - adoption of the provisions - refers to an intention by the economy to adopt the provisions of the revised Convention and to work toward this goal. By this date an economy will have ascertained its current position in relation to the provisions of the revised Convention and determined any actions that might be necessary to bring the economy to the position where, if possible, they would be able to accede formally to the revised Convention. 

Part (b) - acceptance of the provisions - in effect, at this stage an economy should be in a position where, if possible, they would be able to accede to the revised Convention and will act in the future as though they are signatory to the revised Convention. Economies would have put into place any measures necessary to enable the economy to implement the provisions of the revised Convention within the timeframes specified within the revised Convention itself. 

Being an APEC initiative, this proposal is not constrained by the technical requirements that govern formal accession to the revised Convention. This pathfinder initiative would be flexible enough to promote the participation of all APEC members. The proposal requires members to adopt the principles of the Convention, as opposed to actual accession. As with formal accession, APEC economies could specify by which specific annexes or chapters they accept while all would accept the General Annex.

Currently, five APEC economies have acceded to the revised Kyoto Convention.  A number of other economies have advised that they hope to be in a position to be compliant with the provisions of the revised Convention shortly.  In order to maximise the benefits of the initiative, as many economies as possible will be asked to consider joining this pathfinder.

Further discussion will need to take place regarding measures by which economies may determine their current position and the steps necessary to enable them to be in a position to accept the Convention’s provisions. 

PROPOSAL:
ADOPTION OF ELECTRONIC SANITARY AND PHYTOSANITARY CERTIFICATION BY APEC ECONOMIES

APEC Fora:
The Electronic Commerce Steering Group

Australia and New Zealand have proposed that APEC members consider the use of electronic sanitary and phytosanitary certificates.  It is proposed that electronic certificates will be available via the internet to importing economies.  Certificate data will be displayed on a secure web site that allows the importing country to review the certificate and be able to indicate approval or rejection of the certificate.

If not all economies are in a position to proceed with the above proposal, a Pathfinder could be initiated along the following lines:

Objective of the Proposed Pathfinder
1. by August 2003 a significant majority of APEC economies will complete examination of electronic sanitary and phytosanitary certification; and

2. by the end of 2004, X [number of] economies will have implemented a system for electronic sanitary and phytosanitary certification.

Sanitary and Phytosanitary Certification
An SPS certificate is one of the significant documents required to complete cross border trade between buyer and seller.  The document is originated at the exporter’s end when he makes an application to the mandated organisations, e.g. the Quarantine Service or Health Department, to issue a certificate.  The ultimate recipient of the certificate is the regulatory authority of the importing country.

In most economies the current procedure involves the transmission of a paper certificate from the exporter to the importer and then to the regulatory authority of the importing economy.  This process is time consuming, cumbersome and can lead to fraud.  It is also more expensive than electronic transmission.  The inherent inefficiencies in the issuance procedure impede smooth flow of cross border trade documents resulting in delays and losses across the board.

Benefits of Electronic SPS Certification

The implementation of electronic SPS certification by a significant number of APEC economies would deliver tangible benefits to governments and business.
Exporters will be the biggest beneficiary of the proposed electronic SPS certification system. The entire process from application to transmission of the electronic certificate to regulatory authorities, importers and banks is estimated to be reduced from 4-7 days to within minutes via the internet!  This will generate significant cost savings – not only through faster delivery of documents, but also by cutting courier and other administrative costs.

Traders would also benefit from other indirect savings such as quicker release of cargo, quicker booking of sales, additional sales, faster realization of sale proceeds etc.  These will also amount to a substantial dollar benefit, apart from elimination of inefficiencies from the process of issuance.

Government agencies benefit from lower costs, more security and better monitoring of shipments crossing their borders.  The broader benefits of the system include:  

1. Improved supply chain security.  Electronic SPS certification reduces the risk of bio-terrorism.

2. Significant savings to agricultural industries.  Cost savings of up to 5 per cent in the value of the goods.

3. More secure and timely transmission of data which considerably reduces the possibility of tampering with or falsification of the data.

4. Standardised data.

5. Prior notice of incoming imports.  The certificate is transmitted to the importing economy at the time the goods are packed and sealed in the container.

6. The same data elements can be used for the clearance of goods by customs and other government officials.

Progress to date
Electronic SPS certification has gained increasing international acceptance.  Australia is considering pilot electronic SPS certification projects with Singapore, Malaysia, Thailand, Mexico, Indonesia, Chinese Taipei and the Republic of Korea.  Australia has made funding available to assist the process with Malaysia, Thailand and Indonesia.  An important component of the project was the provision through Monash University of training in electronic commerce project management.  This training assisted these participants to more readily understand and effectively manage the processes of IT infrastructure development.  We envisage that further assistance would be provided to help developing economies adopt the system.

Background
According to the United Nations Conference on Trade and Development, an average international trade transaction involves:  27-30 different parties; 40 documents; 200 data elements (30 of which are repeated at least 30 times); and the re-keying of 60-70% of all data at least once.

Increasingly, e-Commerce is regarded by exporters as a means of facilitating and adding efficiency to international trade.  There is also an increasing expectation that government agencies will work with industry to provide integrated solutions.  The electronic transmission of trade related data can impact favourably at the border by facilitating the entry process with customs and quarantine/health services.  

e-Commerce is therefore seen as an important contributing factor towards micro-economic reform.  It has been estimated that the documentation process associated with imported goods can at the point of destination represent up to 7 % of the value of those goods – another compelling reason to look toward more efficient ways of handling export/import documentation processes.

In 1992 AQIS, in conjunction with counterpart agencies in the USA and New Zealand, set out to develop an electronic equivalent of the certificates required for livestock, agricultural and fish commodity exports.  Since March 1998 all Australian edible meat shipments to Japan have been cleared by electronic SPS certification.  Approximately 36,000 SPS certificates are transmitted annually to the Japanese Ministries of Health and Welfare and Agriculture, Forestry and Fisheries via the interface to the Japanese Customs Nippon Automated Cargo Clearance System (NACCS).  In practice the two Japanese Ministries have the certification data relating to individual meat shipments prior to the shipment leaving Australia.
PROPOSAL:
ADOPTION OF LEGISLATION CONSISTENT WITH THE UNCITRAL MODEL LAW
APEC Fora:
Telecommunications and Information Working Group (TEL)

Objective of the Proposed Pathfinder

It is proposed that the Pathfinder could be an agreement that:

1. by August 2003 a significant majority of APEC economies will undertake to have completed examination of the domestic application of the UNCITRAL Model Law; and

2. by the end of 2004, X [number of] economies will have implemented legislation consistent with the provisions of the Model Law.

UNCITRAL Model Law

In 1997, in the APEC Blueprint for Action on E-commerce, Ministers responsible for Trade endorsed a work program that included “working with UNCITRAL and other international fora in moving forward work on legal foundations, where appropriate, for a seamless system of cross-border electronic commerce”.

The Model Law on Electronic Commerce was adopted by UNCITRAL in 1996.   Since then, UNCITRAL has also adopted a Model Law on Electronic Signatures – which is now being considered in the work of the e-Security Task Group ‑ and work has commenced toward the development of a draft Convention on Electronic Contracting. 

The UNCITRAL Model Law on Electronic Commerce provides a framework that can be incorporated into actual laws passed in economies.  Its purpose is to offer legislators internationally acceptable rules to deal with legal issues in e-commerce in a uniform way and to address the basic issue of the legal validity of electronic commercial documents.  The Model Law has already been adopted in the laws of several APEC economies.

The implementation of the UNCITRAL Model Law on Electronic Commerce by a significant number of APEC economies would deliver tangible benefits to business and the region by providing greater certainty on the legal status of cross-border electronic transactions. 

The aim of the Model Law on Electronic Commerce
 is to provide national legislatures with a template of internationally acceptable rules to remove legal obstacles and create a more secure legal environment for electronic commerce.  The Model Law is intended to facilitate the use of electronic communications by encouraging the international harmonisation of domestic legal requirements.  It provides standards to assist in assessing the legal value of electronic messages and legal rules for electronic commerce in specific areas such as carriage of goods.

The UNCITRAL Model Law has gained increasing international acceptance.   It informs the discussion of electronic commerce laws in international fora and in the domestic consideration of such laws by many countries.

The Model Law adopts a technology neutral approach – which means that the law does not prefer one form of technology over any other, and it treats electronic transactions in the same way as paper-based transactions.

A technology neutral approach has won wide acceptance, as it has become clear that technology specific legislative schemes can inhibit market choice.   Furthermore, legislative regimes that prefer one technology to another create impediments to electronic commerce and restrict innovation.

Since 1997, and even earlier, APEC TEL has undertaken a number of activities to support APEC members developing their own legal infrastructure in a way that is consistent with the UNCITRAL Model Law. These activities include: 

· Development of the APEC Legal Guide (1998), 

· Ongoing work in the e-Security Task Group, and

· The E-commerce Legal Infrastructure Workshop at Tel25 in 2002. 

The TEL is now well placed to consider how the pathfinder approach could be applied within its work program and whether the UNCITRAL Model Law is an area where the pathfinder approach might usefully be adopted.

PROPOSAL:

CORPORATE GOVERNANCE PATHFINDER
APEC Fora:

Finance Ministers’ Process

Objective of the Proposed Pathfinder
· To have a quorum of APEC member economies undertake to “adopt Voluntary Action Plans to strengthen corporate governance in their respective economies”, as recommended in the 1999 APEC Strengthening Corporate Governance Report.

Background
At their 1999 meeting in Langkawi, Malaysia, APEC Finance Ministers endorsed an APEC Report on Strengthening Corporate Governance.  A key recommendation of this report was that APEC member economies “adopt Voluntary Action Plans to strengthen corporate governance in their respective economies”.  This recommendation has not been implemented to date although some economies have pursued corporate governance reforms outside the formal APEC process.  Australia is now seeking to have APEC member economies adopt this recommendation as a pathfinder initiative in the Finance Ministers Process.

Key Issues
Voluntary Action Plans would allow APEC member economies the flexibility to formulate national corporate governance reform programs and operational measures tailored to their specific circumstances.  The action plans would strengthen corporate governance through the achievement of key objectives including:

· promoting transparency in corporate procedures, disclosure and accountability vital to investors’ and creditors’ confidence, the efficient intermediation of capital and the soundness of financial systems in the region;

· increasing the efficiency of investment allocations and promoting domestic equity market development;

· creating more stable, market-based corporate and financing structures which would be more efficient, competitive and resilient to future external shocks; 

· recapitalising viable companies and financial institutions and facilitating corporate restructuring; and

· improving management and risk assessment practices among financial and corporate institutions.

The Voluntary Action Plans would be targeted at the corporate sector in general, including private sector firms and state-owned or state-controlled enterprises.  To achieve maximum impact, the Voluntary Action Plans should focus on public listed companies and strategic or major firms of vital importance to the national economy.  

Ideally, there should be Peer Reviews of Voluntary Action Plans to ensure consistency.  To implement this initiative, the immediate steps would be to:

· Agree on a subset of the World Bank template used for the APEC endorsed Report on Standards and Code (ROSC) questionnaires for economies to self-assess their Voluntary Action Plans against (http://www.worldbank.org/ifa/images/CG_template.pdf).  This reporting process should be as simple as practical to encourage wide participation.

· Determine an acceptable peer review process.  In line with the strengthened Individual Action Plan (IAP) Peer Review process enacted by APEC Senior Officials, consideration could be given to seeking funds for in-country visits by experts.

· Prepare a timetable for the delivery of a final report to Finance Ministers on implementation of this initiative.  The report could be delayed until 2004 depending on the views of participating economies and time required to conduct Voluntary Action Plan peer reviews.  The report should be relatively straight-forward and the economy self-assessments should be publicly available.  The report will note the work that has been done and outline the key issues that arose but will not endeavour to rank economies.  An alternative would be to opt for a more detailed assessment which would require funding for a consultant and extend the time required to complete the initiative.

The key aims of the Voluntary Action Plans would be to encourage APEC member economies to participate in the ROSC process and to publicly demonstrate APEC’s progress in corporate governance reform.  This pathfinder initiative would help improve transparency of corporate governance reform plans in APEC and would draw attention to the need for further progress.  It would complement other initiatives such as the Corporate Governance Policy Dialogue.  

Progress to Date
New Zealand, Mexico, Korea and Singapore have agreed to join Australia in progressing corporate governance reform as a pathfinder initiative for implementation in 2003.  Australia is continuing discussions with other member economies in the hope that they will also agree to participate in the corporate governance pathfinder.  Australia will seek approval from Finance Ministers for this initiative at their meeting in Mexico in September 2002.

� Joint Statement, The Thirteenth APEC Ministerial meeting, Shanghai, China, 17-18 October2001 


� http://www.uncitral.org/english/texts/electcom/ml-ec.htm





