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OVERVIEW

The APEC 2004 Year under the theme of “One Community, Our Future” got off to a very productive start with the convening of an Informal Senior Officials Meeting in December 2003 in Viña del Mar, Chile.  Priorities for the year were agreed and confirmed at SOM I. Work has begun on APEC Reform.
The APEC 2003 Year had seen a high level of information exchange and cooperative policy development within APEC.  Over 250 APEC-funded projects were in progress during the year.  APEC’s work was also strengthened through the introduction of new processes and the engagement of new partners.  Continuous improvement helps to ensure that the APEC process remains effective, responsive and progressive within the context of its community building goals.
2003 DEVELOPMENTS

In October 2003 in Bangkok, Thailand the 15th APEC Ministerial Meeting (15th AMM) and the 11th APEC Economic Leaders’ Meeting (11th AELM) agreed to a number of new initiatives and reinforced ongoing work to promote free and open trade and investment in the Asia-Pacific region.  A description of the major items agreed is at the Annex.

APEC 2004 CHILE 

The Informal Senior Officials Meeting (ISOM) held in Viña del Mar, Chile in December 2003 approved the APEC 2003 Tasking Statement (document number 2003/ISOM/002), which sets out APEC fora’s responsibilities in implementing Leaders and Ministers instructions.  A copy may be requested from the responsible Director (Program) or from Gopika Gopalakrishnan, Information Manager at the APEC Secretariat at info@apec.org.

The theme for the APEC 2004 Year is “One Community, Our Future”.  Within this theme, Chile has identified the following priorities:

· APEC as a catalyst in the multilateral trading system - Having APEC contribute to the WTO, by creating the necessary momentum in Geneva to assist in reviving the negotiations necessary to conclude the Doha Development Agenda;  

· Institutionalization of FTAs and RTAs in APEC – To undertake further study and discussion on the role FTAs and RTAs can play in achieving the Bogor Goals;  

· Trade facilitation focused on trade and security - Continuing to work on APEC’s security agenda, in particular, assisting developing economies meet the increased burden that enhanced security imposes on them;

· Development of micro enterprises - Increasing the participation of SMEs and micro-enterprises in global trade.  This requires strengthening the use of the English language as a working tool and increasing the number of English speakers in many economies;  

· International financial architecture – Continuing work to ensure that the region’s economic prosperity is underpinned by efficient and stable financial institutions.
In addition to approving the APEC 2003 Tasking Statement, the ISOM also discussed the issue of APEC Reform and agreed on a set of immediate actions, as follows: 

· Adoption of an Initial Set of Priorities for the APEC 2004 Work Programme; 

· Establishment of a Sunset Clause (3 Years) on new APEC initiatives stemming from 2003 APEC Economic Leaders or Ministerial directives;

· The elimination of presentations related to "Information Only" documentation at 2004 SOM Meetings;

· Shorter SOM Agenda;

· Longer Informal Sessions for discussion of priority issues and shorter Plenary Sessions during SOM in 2004; and

· Encourage attendance of ABAC representative at SOM and/or any relevant fora meeting that can benefit from their active participation.

SOM I approved 11 APEC priorities for 2004. They are:

· Support for the WTO; 
· Inclusion of FTAs/RTAs discussions within APEC’s work agenda; 
· Implementation of APEC Security Commitments; 
· Implementation of the APEC Trade Facilitation Action Plan; 
· Finalisation and Implementation of APEC Transparency Standards; 
· Implementation of the APEC Structural Reform Action Plan; 
· Preparation for the Mid-term Review of the Bogor Goals; 
Cross-cutting Issues
· Capacity Building; 
· Development of a Database on Implementation of APEC Commitments; 
· Interaction with APEC Stakeholders; and 
· APEC Reform. 

The APEC Secretariat presented to SOM I a Database on Implementation of Tasks to facilitate SOM’s follow-up on progress achieved in the above Initial Set of Priorities.  

Implementing APEC’s Security Commitments
The Counter Terrorism Task Force Meeting held in Santiago in March 2004 developed a Tasking Matrix to implement the Leaders and Ministers instructions related to counter terrorism.  There was support for the proposal to strengthen controls on Weapons of Mass Destruction. The Second Secure Trade in the APEC Region Conference held in Vina del Mar, on March 5-6 2004 covered topics in the four areas of maritime security, air transportation security, the mobility of people and measures to prevent terrorist financing.  However, there were concerns about the impact that security measures could have on trade facilitation. The conference agreed that a global approach towards the full implementation of security measures is vital and it was in every economy's interest to see trading partners also proceed to meet common security goals.  A high priority was placed on public-private sector collaboration, international technical cooperation and the involvement of international financial institutions.
The newly established Health Task Force has been tasked to monitor emerging human security issues such as SARS and avian flu.
ECOTECH

The SOM Committee on ECOTECH’s (ESC) ongoing mission is to assist SOM in coordinating and managing APEC’s ECOTECH agenda and identifying value-added initiatives for cooperative action.  In October 2003, APEC Ministers agreed that APEC focus its ECOTECH efforts on the following four priorities over the next few years:

A.)  Integration into the Global Economy

B.)  Counter-Terrorism Capacity Building

C.)  Promoting the Development of Knowledge-Based Economies

D.)  Addressing the Social Dimension of Globalization

The main task for all working groups is to work out specific policies and measures to implement these priorities. 

In conjunction with SOM III in 2003, the first APEC/International Financial Institutions (IFIs) Roundtable Discussion on ECOTECH was held as a means of setting the foundation for further collaboration with IFIs such as the ADB and the World Bank.  The result of discussions indicated that the interests of the ADB and the World Bank intersect with regard to APEC’s four ECOTECH priorities and all agreed on the need to follow up and maintain communication.  
The World Bank requested APEC to propose a shortlist of activities which could be implemented under its Global Distance Learning Network.  Senior Officials charged the APEC Secretariat with developing such a shortlist for consideration at SOM I in 2004. The following APEC/World Bank-GDLN projects were agreed at SOMI:
· SOM 03/2004T ECSG Internet Investigatory training Workshop for Law Enforcement

· CTI 02/2004T Study on the Effectiveness of  Implementing APEC Trade Facilitation Actions

· The Education Ministerial Meeting, Santiago 29 April 2004

Preparations for the Second APEC/IFI Roundtable to be held at SOM III in Santiago Chile are underway. The World Bank has expressed support and interest and will be sending up to 3 delegates and the IADB will also be sending delegates. The theme of the Roundtable discussions has yet to be finalised.

The Evaluation Frameworks, developed by the Small Group on Evaluation, will be trialled during the next round of project proposals which will be put forward for consideration at the BMC in August. The BMC agreed at its meeting in March to have each working group complete the evaluation framework for two project proposals. Details of the trial will be available before the end of April.

Highlights of project ESC 01/2003 – An assessment of the Fisheries Working Group- were presented at the ESC meeting. ESC members agreed that before presenting the report’s recommendations to SOM, the FWG should have the opportunity to reflect on the report and make comments for consideration at SOM II. Other APEC fora may be interested to look at the report and reflect on its relevance to their activities. The paper is 2004/SOMI/ESC/WGCM/007.
Small, Medium and Micro Enterprises

A common thread that runs through the APEC 2002 - 2004 Years is the importance attached to Small and Medium Enterprises (SMEs) and Micro-Enterprises (MEs) as important building blocks for the regional economy.  At the 11th AELM and 15th AMM, Leaders and Ministers endorsed the Micro-Enterprises Action Plan.  As SMEs and MEs is a cross-cutting issue, Ministers encouraged the close collaboration between APEC fora, as well as the Finance Ministers’ Process, on capacity building initiatives to assist SMEs and MEs in accessing information technology, networking, markets and finance, including financing from IFIs.

In response to the request by APEC SME Ministers for annual reports on APEC-wide progress in implementing SME related work, Senior Officials instructed the SME Working Group to coordinate such a report for submission to SOM III in 2004.    

Gender Integration

The Gender Focal Point Network (GFPN) was established by SOM to maintain the investment in gender tools, expertise and practices and to continue APEC leadership on issues that affect the economic advancement of women in the APEC region beyond the conclusion of the Ad Hoc Advisory Group on Gender Integration (AGGI).  The broad goal of GFPN is to provide the linkages for information sharing and support between APEC fora, APEC economies and the APEC Secretariat to advance the economic interests for women in the APEC region.  GFPN will maintain and advance the implementation of the Framework for the Integration of Women in APEC (Framework) and continue the work of AGGI in maintaining awareness of gender issues.  To assist GFPN in its functions, APEC fora have established gender focal points and maintain records relating to gender integration activities and the implementation of the Framework.  Efforts are underway to establish in the APEC Secretariat, a register of gender experts and a register of best practices for gender mainstreaming.  Both the lists have been uploaded onto the APEC Secretariat website
Reporting by APEC Fora

In order to improve the efficiency and effectiveness of APEC processes and to reduce the reporting burden of fora, Chairs/Lead Shepherds have been offered more assistance from the APEC Secretariat to prepare their annual reports to Senior Officials.  In the interest of efficiency, these reports should emphasise decision points required of Senior Officials.

In the interest of enhancing APEC's responsiveness to ABAC's recommendations, fora are asked to regularly track their work in relation to relevant recommendations from ABAC's 2003 Report to Economic Leaders.  The report covers the following areas: Bogor Goals and DDA; trade facilitation; capacity building; corporate governance and transparency; engagement with business.  Reporting on progress in implementing ABAC recommendations should be relayed to the APEC Secretariat where it may be included in the Secretariat's annual matrix on ABAC recommendations and what APEC has done and intends to do in response to them.

MANAGEMENT ISSUES

Outcomes of Budget and Management Committee Meeting, 24-25 March 2004
Projects

Implementation

First, a reminder that all TILF Special Account projects can now commence from 1 January each year (or their date of approval if later).  

The APEC Secretariat circulates details of all direct labour contracts above US$50,000 to all points of contact of the relevant forum and places these details on its website. Please assist us to obtain more competitive proposals by actively passing these details to possible contractors in your economy. 

Project Overseers are reminded of the need to give adequate time (at least four weeks before the meeting) to identify participants and speakers being funded to attend workshops.  It can take several weeks to process their travel and for them to obtain visas, particularly if they have to transit the United States or Canada.
 

Project Overseers should also contact the Secretariat on a regular basis, at least once every two months for the duration of the project.

 

Approval of new projects

2004 urgent projects

It is expected that the urgent 2004 projects agreed by BMC I in 2004 will be approved by SOM ready for implementation by mid to late April 2004. Project Overseers will be informed by e-mail when they can start implementing these projects.

There are some small amounts of funding available for further urgent 2004 projects. Please note that there will likely be strong competition for funding for all projects.  Each project should include a statement on the urgency; this should be related to the criteria set out in paragraph 3.5 of the Guidebook on APEC Projects.  Budgets should be carefully scrutinised to ensure that no more than necessary is requested; an element of self-funding would likely enhance the possibility of approval.  For funding under the TILF Special Account careful attention must be provided to the TILF linkage. 
1. After approval of urgent projects in January 2004 and at BMC I the money available for urgent 2004 Operational Account projects is US$ 38,970.  Priority for this money may be given to projects arising out of the Health Task Force.
2. After approval of urgent projects in January 2004 and at BMC I, the money available for urgent 2004 TILF Special Account projects has surpassed the original agreed affordable level of expenditure of US$4,800,000. BMC I agreed that the total value of 2004 TILF projects could be increased by an additional US$300,000. BMC I agreed to set aside up to US$70,000 for a project related to the mid-term stock take. It is possible that additional sufficiently meritorious urgent 2004 projects responding to 2004 TILF priorities could be funded. Around US$50,000 or so may be available for this purpose. 
2005 Projects

At BMC I Members have recommended to SOM II an Affordable Limit of Expenditure for 2005 TILF projects of US$5,000,000, of which at least 15% (US$750,000) will be set aside for urgent 2005 projects. The total Operational Account expenditure for 2005 will be US$2,000,000, of which at least 25% will be set aside for urgent 2005 projects. 

The normal 2005 projects will be considered by BMC II to be held from 24 - 26 August 2004. Completed, ranked projects should be with the Secretariat by Friday 30 July 2004, No extension will be permitted to this deadline. The Secretariat would be pleased to comment on projects ahead of this time. 
Each Working Group should develop its own timetable for the receipt of project proposals in order to meet the BMC deadline.

Regarding the timetable, all projects for consideration by the BMC have first to be agreed (and ranked, where necessary) by the relevant APEC fora.  This may be done intersessionally if the relevant fora do not have their meetings before the due dates for submission to the Secretariat. 

Please ensure that project proponents read the Guidebook on APEC Projects, which can be downloaded from the APEC website http://www.apec.org , before commencing project formulation. Annex A of the Guidebook provides the format for project proposals and Annex D highlights some of the important differences between funding under the Operational and TILF Special Accounts. The following are guidelines of maximum funding that the BMC will use in assessing the reasonableness of budgets – these are maxima, but may need to be tailored to the circumstances of each economy: (new items are highlighted)
Honorarium

US$1,500 (should normally be less (say US$300 – 1,000). Government officials are not eligible)

Secretarial support
US$20 per hour (less, if the prevailing rate is less)

Communications

US$2,000

Photocopying

US$2,000 (or US$0.10 per page)

Publications

US$5,000   - electronic publishing preferred

Consultant

US$80 per hour (depending on the prevailing rate)

Hosting costs

US$5,000 for a 2 day conference; competitive bidding to be used where possible)

Speakers


usually no more than 6/ day


All projects put forward should have the active involvement of at least three economies – as proposing / co-sponsoring economy.
Special Pointers for Operational Account Projects

Requests for Operational Account funding sent in for approval by any Working Group must not exceed the cap on expenditure of 15% of the Operational Account (US$300,000). It must be noted that this is a maximum, not an entitlement to fund that amount. Simple mathematics will indicate that it is not possible for all Working Groups to be funded to this extent.

The BMC has responded to Ministers’ welcoming of the development of a new project evaluation framework for ECOTECH by agreeing to trial this new framework at the August meeting. The BMC and ESC Chairs will send out a joint letter on the details of this. Each Working Group must select two of its Operational Account projects from the projects that it is putting forward to BMC II in 2004 to trial this framework for project proposals. If Working groups wish they may also select project(s) to trial the mid-term review and outcome evaluation frameworks. 

Special Pointers for TILF Special Account Projects
To stretch the value of the TILF contribution and at the suggestion of Japan the BMC now requires that projects requesting funding from the TILF Special Account should have an element of self-funding: of the order of 50% for projects from developed economies; of the order of 20% from developing economies.
Projects requesting TILF funding should normally reflect the current TILF priorities. For 2004, these are as follows:

 TILF Priority List
Support for the WTO

FTAs/RTAs

TILF- related APEC Security Commitments

Trade and Investment Facilitation (Including IPR)

Transparency

Structural Reform

Preparation for the Mid-term Review of the Bogor Goals

TILF-related Capacity Building

Interaction with APEC stakeholders

APEC Reform

The CTI will announce its own timetable for the receipt of project proposals ahead of CTI II which will be held at the end of May 2004. 
Project Evaluation Process  

The Guidebook on APEC Projects requires every APEC forum to establish a forum small group comprising at least two members to make comments, if any, on the Evaluation Reports prepared by the Project Overseers after the completion of their projects.  It is advisable to establish the forum small group on a permanent basis.

All economy delegates are encouraged also to remind Project Overseers of the mandatory submission of an Evaluation Report for each project as set out in the Guidebook.  This is an integral part of implementing an APEC project.  The Guidebook requires that an Evaluation Report should be submitted to the APEC Secretariat within eight weeks of the completion of the project with comments from the forum small group and the Chair/Lead Shepherd.  All delegates are encouraged to make these requirements known as widely as possible to people/entities undertaking/related to APEC projects within each economy.

The ESCs’ small group on evaluation is developing an evaluation framework which is being trialled ahead of BMC II  This evaluation strategy proposes a simple process to evaluate the results of ECOTECH projects using, as much as possible, currently available resources, structures and systems.  

The starting point for the evaluation strategy is to foster good quality proposals that lead to projects that are more likely to achieve their stated aims.  The report proposes a generic quality assessment framework for project proposals be used as a tool to support good quality project proposals.

Some longer duration APEC projects may require a review mid-way through their implementation to check whether or not they are on track to achieve their stated objectives.  So a health check framework has been developed to help assure quality in implementation and to identify problems so that corrective action can, if necessary, be taken. 

Many APEC-funded projects fail to have their outcomes evaluated.  Without an evaluation there is no accountability or transparency and ultimately this may damage organisational credibility.  Regardless of the type of project under implementation, all APEC-funded projects need to be evaluated at outcome level.  This means assessing newly completed projects to discover whether the objectives have been achieved, and to learn both operational and strategic lessons to feed back into APEC for improved design and implementation. 

A carefully selected proportion of APEC projects could also have their impact evaluated.  Where this is done, it is proposed that a small number of related projects be evaluated together as a cluster so that the evaluation is more cost effective.

Following the trial the ESC will work closely with the BMC to incorporate these frameworks as amended into the APEC process.  

Development of the new APEC Secretariat Website and e-newsletter

The new APEC Secretariat website, now conveniently located at www.apec.org, is available for use by APEC fora to communicate the benefits and outcomes of the process to appropriate audiences in member economies.  The site is designed to provide a solid platform for APEC’s future web presence and identity, as well as an effective central store of information on the APEC process.  In addition to assisting APEC fora prepare and distribute media releases, the Secretariat issues a quarterly electronic newsletter to promote APEC’s work.  Fora are invited to contribute articles to the APEC e-newsletter through the responsible Director (Program) or to Matthew Forno, Communications Specialist at mf@apec.org.
From 12 April 2004 there are new e-mail addresses at the Secretariat in the form

XXX@apec.org or XX@apec.org. The general enquiry address is info@mail.apec.org. The old e-mail addresses will continue to operate at least until 31 December 2004.

FWG projects

Four project proposals sought 2004 Operational Account and two project proposals for TILF Account were submitted to the second BMC in 2003. Due to the reduction of amount for each fora explained above, only two projects for OA and the one for TILF were approved and some budgets were required to reduce. Annex is the status of reimbursement for 2002, 2003, and 2004 FWG projects. Please be reminded that 2003 projects should be completed before the end of 2004. Supporting documentation for reimbursement should be submitted to the Secretariat before the end of November allowing the Secretariat has enough time to process. 
ANNEX
In October 2003 in Bangkok, Thailand the 15th APEC Ministerial Meeting (15th AMM) and the 11th APEC Economic Leaders’ Meeting (11th AELM) agreed to a number of new initiatives and reinforced ongoing work to promote free and open trade and investment in the Asia-Pacific region.  These included:

· recognition of the complementary nature of Free Trade Agreements (FTAs) /Regional Trading Arrangements (RTAs), APEC’s Bogor Goals and the WTO;

· APEC economies confirmed their commitment to restart the Doha Development Agenda (DDA), abolish all forms of agricultural export subsidies and unjustifiable export prohibitions and add value in areas such as transparency and WTO capacity building, while reviewing past performance on WTO capacity building to improve its effectiveness; 

· Leaders called for accelerated work in creating knowledge-based economies;

· Leaders also supported steps create sound and efficient financial markets in the region and domestic economic reform so as to ensure the region’s continuing economic dynamism and prosperity;

· Accelerate structural reform in the APEC region and the adoption of the APEC Structural Reform Action Plan, while strengthening social safety nets in support of structural reform; 

· Reform APEC so it is more efficient and responsive to stakeholders; and

· APEC responding decisively on SARS in 2003.  APEC now has an Emerging Infectious Diseases Strategy, an Emerging Infections Network, an Action Plan on SARS, a new Health Task Force and a Crisis Communications Strategy under development by the APEC Secretariat.  Some of these mechanisms and tools, as well as lessons learnt from SARS are being called on to address the Avian Influenza issue.

Ministers agreed to:

        Progress the APEC Cybersecurity Strategy; 

        Endorse the Private Sector Supply Chain Security Guidelines;

        A Comprehensive Strategy for IPR Protection in APEC;
        A Digital Piracy Initiative;

· The 2003 Stocktake of Electronic Commerce Activities in APEC;
· Establish an APEC Non-Ferrous Metals Dialogue;

· Pursue a five-year Strategic Plan for e-Learning;

· Endorse the Economic Committee’s reports on the New Economy and Trade and Investment Liberalisation and Facilitation (TILF), and the 2003 APEC Economic Outlook;

· Further collaborate with International Financial Institutions (IFIs) such as the Asian Development Bank (ADB), Inter American Development Bank (IADB) and the World Bank to pursue APEC’s Economic and Technical Cooperation (ECOTECH) priorities;

· Implement the Menu of Options for Investment Liberalisation and Business Facilitation to Strengthen APEC Economies (Menu of Options on Investment) and expand the Menu to include Competition Policy and Regulatory Reform; 

· Noted progress in implementing the Trade Facilitation Action Plan to reduce transaction costs by five percent across the APEC region by 2006; 

· Expand Individual Action Plans (IAPs) to include the APEC Food System;

· Establish a Sectoral Food MRA; 

· Progress Pathfinder initiatives on: APEC Policies on Trade and the Digital Economy, Advanced Passenger Information Systems, the revised Kyoto Convention on the Simplification and Harmonisation of Customs Procedures, the Mutual Recognition Arrangement on Conformity Assessment of Electrical and Electronic Equipment Parts II and III, Electronic Sanitary and Phytosanitary Certification, Electronic Certificates of Origin and Corporate Governance.

Counter-Terrorism

In 2003, APEC Leaders committed to further measures to counter terrorism, including: 

· Dismantling, fully and without delay, transnational terrorist groups that threaten the APEC economies;

· Eliminating the severe and growing danger posed by the proliferation of weapons of mass destruction and their means of delivery by strengthening international non-proliferation regimes, adopting and enforcing effective export controls, and taking other legitimate and appropriate measures against proliferation; 

· Confronting other direct threats to the security of the Asia-Pacific region;

· Strengthening joint efforts to curb terrorist threats against mass transportation and confront the threat posed by terrorists’ acquisition and use of Man-Portable Air Defense Systems (MANPADS) against international aviation;

· Increasing and better coordinating counter-terrorism activities, where appropriate, through effective collaboration, technical assistance and capacity building, and cooperation between APEC’s Counter Terrorism Task Force (CTTF), the Counter Terrorism Action Group (CTAG) of the G-8, the United Nations Security Council Counter Terrorism Committee and other relevant international, regional and functional organisations;

· Implementing the Health Security Initiative to help APEC prevent and respond to regional health threats, including bio-terrorism;

· Establishing a regional trade and financial security initiative within the ADB, to support projects that enhance port security, combat terrorist finance, and achieve other counter-terrorism objectives;

· Supporting implementation of the Advance Passenger Information (API) System Pathfinder initiative and efforts to explore development of a regional movement alert system to protect air travellers; and 

· Accelerate the implementation of the Energy Security Initiative by endorsing its Implementation Plan.
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