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Background

The purpose of this project was to identify institutional barriers to the removal of paper requirements used by the dairy industry in international cross-border trade within APEC, provide solutions and conduct demonstration activities.  The original proposal was to progress paperless trading in the industry sector, extending to the APEC region the work currently being undertaken by the Australian Quarantine and Inspection Services (AQIS) on international electronic transfer of government to government certification.  Only dairy industry representatives responded to APEC-wide calls for interested participants in this demonstration project.  Further liaison with AQIS confirmed that this industry sector would be a suitable target for this project.

The project was based on Australia as the ‘exporting’ economy, with Canada, Japan and the USA participating as the selected ‘importing’ economies.  The project demonstrations were conducted using the electronic “E-cert” as a potential solution to the removal of the paper Health Certificate.

The project was conducted in three stages.  The first stage predominantly examined the Australian export processes and the documents needed to be prepared for the three selected economies.  The second stage more closely analysed the importing processes using the practical demonstration of the “E-cert”.  The final stage consolidated the findings of the project and proposed some suggested solutions.

Major Findings

The project identified the major barriers to achieving paperless trading, categorising these under broader headings of technical considerations (eg. format of electronic documents), legal considerations (eg. regulatory requirements), financial information (eg. conservatism of banks), Government issues (eg. political pressures in the form of tariffs, non-tariff barriers, etc.) and non-Government issues (eg. capabilities of developing economies to adopt technologies).

It was found that different economies had their own individual methods of accepting products being imported.  Importing procedures differed and different sets of documents were applicable to different economies.  One of the major findings of the project was that the “E-cert” is a specialist document in a total ‘set’ of documents needed to progress shipments through a supply chain.

It was recommended that in order to achieve paperless trading it is necessary to communicate the total set of documents to all members of the supply chain who normally receive information from those paper based documents.  The composition of this set of documents varied according to additional optional documents or variations to the base documents required by the trading economy, but could range from six documents to greater than twenty.

Four key documents were identified as the main restrictions to full electronic transmission of a basic ‘set’ of documents, and as critical to achieving paperless trading:

· Bill of Lading;

· Health Certificate;

· Certificates of Analysis; and

· Inspection Certificates

Suggested solutions were proposed for each of these documents, although these solutions are more avenues to be explored rather than actual recommendations.  The report concluded that there are a large number of government and non-government bodies involved in cross border trading, and that any solution must be arranged with their knowledge and cooperation.

The suggested solutions to achieve practical paperless trading proposes three fundamental approaches:

· convert existing documents into an electronic form; or

· provide information in an electronic form to better suit the specific requirements of trading economies; or

· seek alternative information routes or practices.

Considerations

· The report considers it essential that any electronic communications considered for use should be based on an ‘open’, as distinct from ‘proprietary’, system.  The move from the complexities of EDI and the rise of the Internet are noted, particularly as XML appears to be offering a simpler technology to implement and facilitate cross-border paperless trading.  However, standard interface protocols do not exist and information ‘senders’ must accommodate a wide range of ‘receivers’, or vice versa.  Data mapping will be an increasing challenge for cross-border communications and could be investigated further in subsequent APEC paperless trading projects.

· The Internet offers an excellent communication platform for both government and private sector operations.  Access is generally available throughout the APEC economies and it is relatively cheap and easy to use, thereby offering low cost electronic communications.  It is robust but is, however, vulnerable to hackers.  Securing data by encryption is one method of overcoming this weakness, but other ways of achieving this aim (depending on the information and processes involved) could be further investigated.

· Currently, paper based documents are used to convey information supporting trading relationships.  As the need for information increases, documents are compiled to meet those needs.  The report considers that there is a need to track each document for each industry and determine who uses what information for what purpose.  Information is usually wanted by more than one group, and is used in different ways in different economies.  It may be advantageous to explore the possibility of developing new ‘sets’ of documents directed at conveying specific essential information to defined recipients to meet operational requirements.

· Many economies are seeking to facilitate trading relationships by providing ‘single windows’ where all government requirements can be accessed through one point.  However, the data must be structured so it can be used directly in receivers’ computer systems.  In addition, if this downloaded information has to then be interpreted and correlated by the receiver with information from other sources, the attractiveness of such a system is diminished.  Such mulitfaceted aspects and the need for a set of international standards for ‘single window’ entry points could be the subject for further investigation.

Recommendation

It is recommended that the Working Group accepts the draft final report and endorses it for release and publication the APEC website.  It is also recommended that the Working Group take into account some of the considerations outlined above when developing future paperless trading related projects.

