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Foreword

This document is an expanded verson of the paper published in April 2000 under the title Trade and
Transport Facilitation: An Audit Methodology. It seeksto improve the effectiveness of diagnoss
and corrective activities in the field of trade and transport facilitation by providing, beyond guiddines on
how to cary out the preiminary Audit, insghts on tow to go over Analysis and preparation of
appropriate Remedial Action.

The economic background supporting this approach has not varied in the past few years.

Alleviaing poverty through direct assstance to beneficiaries as well as economic growth is a prominent
World Bank Group objective. For this strategy to succeed, dl potentid impediments hindering the
competitiveness of export industries must be tackled and reduced to the largest possible extent.
International trade performance and dficiency are essential components of overall success. And inthis
new economy of instant communication, where goods and services are increasingly negotiated, ordered
and handled dectronicdly, the main bottleneck in the economy is more than ever ddivery, that is,
transport and logigtics.

Nationa frontiers - ports, airports, road border-crossing points — impose on incoming and outgoing
consgnment a complex set of procedura requirements. Countries that ensure that these are met with
the minimum cog and delay to legitimate cargo and with full regard to public interest controls enjoy
many advantages. They attract direct foreign investors to establish importing, production and distribution
facilities and so increase employment. They repress and reduce gpportunities and incentives for officid
and commercid corruption. They minimize import prices and so inflation, and give exporters, especidly
smal and medium sized companies, a fair opportunity, with reliable, rapid ddivery and pared ddivery
pricesin increasingly competitive world markets.

The World Bank Group has participated, dong with other financing agencies and many client countries,
in notable improvements to basic resources of visble trangport infrastructure, through a wide range of
road, rail, port, and airport developments.

Those invesments will never yield their full potentid returns in internationd trade performance, however,
without pardld advances in sysematic improvement of the invisble infragtructure of information
generation and exchange which underpins and controls every export and import movement.

Such an effort has to begin with a clear understanding of the specia characterigtics of each country, and,
indeed, of each sgnificant border entry and import point. This Trade and Transport Facilitation
Toolkit offers an anadytical approach to such a perception, complemented by practica suggestionsasto
how andyze findings and adequatdly devise effective remedid action plans. It reflects practicd
experience in anumber of Bank missions and enquiries in arange of developing countries.

The new security chalenges now facing internationa trangport services just make it even more important

to clearly discern between the requirements for enhanced control efficiency and the corresponding need

to further faclitate legitimate trade movements. As a matter of fact, padlded and smultaneous

advances in both control and facilitation have the potentid to strengthen each other for a safer and more
\)



secure environment for honest trading activities in support of globa economic growth and poverty
reduction.

As for the April 2000 Facilitation Audit Methodology, which is included in the present expanded
document, it has been provided by John Raven, who, aswell as having participated in Bank activities as
a consultant, has directed a number of internationd trade organizations. He has offered this Toolkit to
the Globd Facilitation Partnership for Trangportation and Trade (GFP), in keeping with the belief in the
power of steadily increasng Bank and business partnership to bring the postive benefits of globa

trading and trangport to the full internationa community, with specid concern for the acute needs of

more disadvantaged economies. We want to express him our sincere thanks for this new vaugble
contribution to the permanent cooperation the Bank wishes to entertain with the private sector.

The Toolkit is intended to provide some initid Sgnposts and suggestions. It will be greetly enriched for
future use if those who gpply it in practice will be good enough to report to the GFP on their experience,
noting, particularly, any needs to extend or give closer focus to key concepts and any doubts or
confirmations arigng from practical gpplications.

As such, this Trade and Transport Facilitation Toolkit is therefore provided as atool for all those,
working in the fiedd, who may be required to identify facilitation problems and begin the process of
prescribing and providing appropriate remedies.

We hope this will prove a useful guide for al those who wish to answer effectively the chalenge posed
to trangport by the demanding requirements of internationa trade.

Marc H. Juhel

Lead Transport Specidist
Trangport Divison

The World Bank
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Abgtract

“Trade and Trangport Facilitation — An Audit Methodology”, published by the World Bank in April
2000, was intended for practica agpplication in the broad context of Bank lending and project
assessments.

It pre-supposed a reiterative process, based on an initid misson briefing, followed by debriefing and
subsequent adjustment of the Audit to take account of and profit from additiona experience in gpplying
the methodology. Thiswould be particularly valuable in reducing or supplementing the detailed questions
posited as a basis for persond misson interviews with officid and commercid interests.

Meanwhile there is some evidence that the gpproach could find uses outside the Bank.

It seemed useful, therefore, to enlarge the summary references to Analysis and Remedial Action
included in the origind text, to give a range of possible users some assgtance in an initid use of the
concept. Maintenance and improvement by the sort of systematic reiterative review very familiar in the
Bank will ill be the optimum method of using the full Toolkit

Some overlap of interest and subject matter between the three sections of the paper has been inevitable.
Performance measurement, for instance, appears, in a very modest form in the Audit, receives more
atention in Analysis and is cited as a possble requirement in Remedial Action. A prdiminary look at
Analysis principles may offer some guidance on what to look for during the Audit.

The text is in no sense precriptive. It presents an initid cross-section of what, idedly, should be a
constantly evolving process, testing methods and principles against every new experience and producing
an improved version for future gpplication. It is concerned with facilitation in developing countries and
would need to be completely revised to offer any useful materid to help accelerate progress in
advanced economies.

Though it had, for practical reasons, to be drafted in one hand, it will be of little vaue unless, in practice,
it benefits from improvements suggested by those who have had an opportunity to goply it in practice.
Such comments, which will be very welcome, should be accompanied by a note of the purpose and
place of the gpplication in question.

No attempt has been made to provide a bibliography or identify sources of information, advice or
traning. These would have been vauable additions, but are best left to specidised agencies with the
resources to carry out initia research and maintain the resulting files in the face of congtant daily shiftsin
trade patterns and practices.
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Purpose and Scope

This outline account of a Facilitation Audit procedure conssts of -
?? An explanatory introduction
?? A st of questionnaires designed to support and Structure persond interviews

?? A note on the andyss and interpretation of the results of these interviews and suggestions
for organisng practica remedid action

The purpose of the Audit is to examine and evauate difficulties and obstacles presented to the cross-
frontier movement of a routine consgnment and means of associated payment.

Experience shows that these centre on officid and other authoritative procedures and related
information flows. "Authoritative’ procedures, gpart from Customs, security and other governmenta
controls include banking requirements, particulaly when these combine paymert with credit or
discounting services, pre-shipment ingpection regimes, non-competitive transport systems, for example
monopoly airlines or nationd shipping lines and quas-monopoligtic port operations.

Customs form the hard core of most procedura problems. In many countries operationd inefficiency
and outdated regulations are aggravated and perpetuated by dishonesty.

There may be other difficulties from rigid, complex exchange controls, but, over the last thirty years, the
IMF and World Bank have grestly reduced these additional handicaps.

Payment systems, especidly full-dress documentary credits, still dow modern transport systems to the
leisurely pace of nineteenth century paper-based banking practices. There is hardly any competition
between banks in this part of their business. Too many condder it is more profitable to paliate chronic
delays by issuing letters of indemnity than to Strive to get the poor best out of an essentidly outdated
procedure.

Trading communities are often captive customers of their loca port. Geographica congtraints can be
powerfully reinforced by limited access to key container services. State ownership, protected from
competition, adds an extra dimension to operationd inefficiency.

Even dfter dmogt fifty years of growth, there are a surprisng number of countries which have faled to
assmilate and exploit the full potentid benefits of multi-modal, through transport systems. Customs
procedures, there, are ill adjusted to traditiona port-to-port movement and feight-forwarders or
others seeking to set up as through-transport providers may be unable to do so for lack of necessary
legd datus.

All these difficulties cast sufficiently serious burdens on traders and carriers with direct access to
2



maritime savices. Land-locked developing countries, however, largely dependent on trangt
arrangements, can incur arange of additiona costs and handicaps.

While designed primarily for use in World Bank operations the Audit can be applied in gppropriate
projects or enquiries by any lending, aid or government agency or consultancy, aways provided that
there is assured, free access to dl levels of management in the official and commercid sectors brought
under review.

In World Bank terms it should enable a typica Appraisd or Pre-gppraisd misson, consdering a
relevant loan project, to assemble, in two or three weeks, adl necessary information for a trade
facilitation section in its back-to-the office report.

The sort of audit st out in this document is intended and has served, in practice, to offer a reasonably
reliable assessment of the generd nature and baance of gross difficulties. In crude terms it should show
pretty accurately where most of the important facilitation bodies are buried and offer an initid sgnpost
to the sort of skills needed for priority expert advice and action.

The Toolkit seeksto link Audit results, through careful Andys's, to gppropriate Remedid Action.



Questionnaires

These are addressed to the:

Forwarder/Agent/Broker/Multimoda Transport Operator
Exporter

|mporter

Shipping Line and Ships Agents
Road Carrier

Airline

Express Operator

Ralway

Port

Airport

Border Crossng Point

Cugtoms

Commercid Bank

Exchange Control/Central Bank
Pre-shipment Ingpection Agency
Chamber of Commerce

Department of Trade/Externd Trade

(The term “Questionnaire’ is used for convenience but it will be quite ingppropriate to use these queries
as the basis of some written document, to be answered by correspondence or in any way other than as
a dructured support for persond interviews.)

Some questions are addressed to a more than one type of respondents, in order to provide
corroboration or identify significant discrepancies.

It is important to plan interviews in the light of the best avallable advice and information on suitable
respondents. A Bank misson can normaly draw on congderable in-house knowledge and judgement.
This can be supplemented by prior consultation with international organisations, including the World
Customs Organisation (WCO), International Air Transport Association (IATA), International Chamber
of Shipping (ICS), Internationa Chamber of Commerce (ICC), Federation of Forwarding Agents
Associations (FIATA), Internationd Road Transport Union (IRU) and the International Express
Carriers Conference (IECC).

It is dways useful if the persons interviewed are not only wel-known in the nationd inditutional
network, but are aso active in some relevant regiond and/or internationd organisations.

Interviews should be ane-to-one and informal. Precison is less important than credibility. The purpose
of the audit isto provide reliable judgements rather than accurate gatitics.

Each st of quedtions is prefaced by a short note on the roleresponshilities of the respondents
4



concerned.

It is important to follow the suggested sequence of interviews. Starting with Customs, for example,
before obtaining any previous idea of ther efficiency from shippers and carriers, to guide the direction
and detall of questioning, will be alargdly wasted opportunity, and having to go back for a second time,
possibly with an evident change of approach, could be a serious embarrassment.

It may be helpful to tak to the Department of Trade, or its equivdent, and any export Promotion
Agency, after forming afirm estimate of Customs performance.

Every effort should be made to conduct interviews in a language easily used by the respondents. The
added presence of an interpreter adds undesirable formality and lengthens the time demands on those
being interviewed. Customs, as the officia agency most likely to be associated with a facilitation audit,
may offer to provide an interpreter, but any Customs presence at interviews could inhibit frank replies
from commercid people.

Interviewers may often know the answer to some questions before posing them, but should ask them,
just the same. Many opening queries are intended to offer the respondent an opportunity to set his or
her own activities in a working environment. It may be sensble to ask questions which may be more
direct and less welcome towards the end of the interview, when a friendly relationship has dready been
established.

It would be premature, in the Audit, to engage in systemdic performance measurement. Some
"measurement” indices are sought, but approximations will usudly suffice at this sage.

The Audit should, however, identify where detailed measurement and associated costings may be
desrable. Defining the exact scope of these assessment processes will be an important part of the
Andysds, possbly leading to suggestions for further work under Remedia Action.

It should be possible to complete initid interviews within ten working days. A rapid Sfting of replies and
supplementary interview materid should throw up any areas of specid doubt or disagreement, which
should then be explored in greater depth and detail.

Agent, Forwarder, Customs Broker, Multimodal Transport Operator

"Agent" may, in practice, cover any or dl of these activities.

In many developing countries agents fees are the only practicable means of meeting Customs demands
for routine "presents’ without corresponding entries in the principas accounts. This is particularly
important, given that companies based in the US are crimindly lidble for colluson in bribery of public
officials even when this takes place abroad.

Agents are often recruited from the ranks of Customs services, on retirement or in response to some
particularly attractive commercia opportunity. As a result senior agents may well be more expert in
Cusgtoms legidation and operations than most of the officers they have to ded with.
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This can result in agents making a tacit common front with Customs, againgt the redl interests of ther
clients. Conversdly, Customs frequently confine timely circulaion of changes in requirements to their
agent contacts.

One unfortunate Sde-effect of such reationships is that to spare embarassment to the agents
concerned, Customs may routinely require principas to appear in person to defend themselves in any
but the most pedestrian dispute or irregularity. Such unpredictable cdls to potentidly protracted
interrogations can play havoc with a smal company in which management is in one or two hands and
threats of often severe pendties attached to Customs offences are a powerful distraction from other,
more positive, responshilities.

One recent development in this general sector is the tendency for Customs experts to move into
consultancy where they are particularly active in handling mgjor vauation, classification or other disputes
or differences.

In most developed economies these arrangements focus on large professond consultancy firms with a
range of other advisory and analytical services. It isinteresting that, in Eastern Europe, however, retired
senior Cugoms officers are offering largdy persond services of introduction, negotiation and
representation. This could indicate that, in current adminigtrative conditions there, exercise of influence
over former colleaguesis more vauable than professond advice.

Some questions offer specia opportunities for widening the scope of discusson. Consideration of costs
of compliance with Customs requirements, for example, may simulate the respondent to move
responses gradudly from mention of up-front compliance costs on to dispute and delay costs and then
to any routine "unofficiad” charges and exceptiona expectations of irregular payments. A direct, initid

question on Customs behaviour, on the other hand, might well produce nothing.

In sdlecting respondents, (at least one large and one smdll), it is sensble to include the Chairman of the
national forwarders association.

Questions

1 How many clients have you for @) export b) import?

2. How many consgnments do you handle daily/annudly under each head?

3. What services do you offer your clients - contract negotiation, logistics, multimodal transport as
principal, multimodd transport as agent, express ddivery, payment arrangements with banks,
Customs release and clearance as agent, Customs release and clearance as licensed broker,
Customs disputes, exchange controls or others (Specify)? Are there any regulatory congtraints
on your range of activities?

4, What is your experience of Customs operational efficiency at a) ports, b) airports and ¢) road
frontiers, d) rall frontiers and €) inland container depots?
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5. Do you have difficulties related to exchange controls? If so of what nature?

6. What are the average times taken to clear your goods @) outwards and b) inwards at i) ports, ii)
airports, iii) road frontiers, iv) rail frontiers and v) inland container depots?

7. Inwhat circumstances are these times serioudy exceeded?

8. What is your impresson of the cost/efficiency of @ domestic and b) foreign banks in deding
with documentary credits?

0. What isyour impression of the cost/efficiency of domestic/foreign trangport services?

10.  What is your impresson of the efficiency of multimodd - especidly container - movements a)
into, b) within and c) out of, the country?

11.  What isyour impression of the cos/efficiency of @) port and b) airport facilities?

12. Do you experience difficulty in obtaining officid and/or commercia information necessary for
your transaction? If so, under what heads?

13. Wha are your main uses of automation - internd office systems, services to dients, interchange
with Customs, transport providers, ports, airports, banks, exchange controls, others (specify)?

14. Do you use @) the Internet b) EDI ¢) e-mail, satellite communications?

15.  Arefadlitiesfor such uses satisfactory?

16. Do you use any of the FIATA standard transport documents? If so, which?

21.  What proportion of your inward consggnments are subject to physical inspection by Customs?
Are these als0 subject to ingpection by other control agencies?

22. Do you, or your principas, ded with Customs disputes? Do you regard the frequency of such
disputes as norma or excessive?

23. Isthere areview board for such disputes? If so, doesit function efficiently?

24.  If an import prmit is required, how many government agencies are concerned? What is your
experience of deding with each of them?

25.  Aretrangt operations particularly difficult in respect of &) bonds, b) carnets, ¢) documentation?

Exporter

Treditional "stand done" export and import transactions are declining in proportion to the explosive
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growth of cross frontier transfers of materids, parts, components and semi-finished and finished
products within integrated multinationa operationa systems.

There are important direct links between decisons by multinational companies on direct foreign
investment in productive or processing facilities, and so employment, on the one hand, and the ability of
the host country to offer rapid, reliable movement of essentid inward as well as outward consignments,
on the other.

Yet many politicians and commentators continue to support an outdated "export, good; import bad’
economic mordity. This is particularly noticegble in developing countries, where "export promotion” is
still seen as an activity that can be separated out from internationa trade as a whole, and should enjoy
specid privileges and preference.

It can often seem, from superficid evidence, that, Customs trestment reflects this advantage, when, in
fact, there are arange of hidden delays and complications to many export movements.

When imported goods arive they are met immediatedy with the hardest procedurd test in ther
transactiond life-cycle - forma Customs declaration.

The time taken to meet dl the demands of this procedure, often aggravated by additiond inefficienciesin
the documentary credit checks, which have to precede release of the goods to the designated recipient,
isdirectly reflected in measurable delay in the port or airport.

Export consignments, on the other hand, are often sent for shipment just a few hours before the vessdl
or arcraft is due to leave. The consgnor, quite naturaly, declines to expose his goods a moment longer
than necessary to risks of intermediate loss or damage. He keegps them in hand, until he can be sure that
al necessry Customs requirements have been, or can easly be, completed immediately prior to
loading.

There will very often, however, be days of dday between the point a which the conggnment is
alocated, by the shipper, for export and the point at which he can be confident that its final passage to
ship or plane will be rdaively uneventful.

In the meantime he may need to have complied with exchange controls to secure foreign currency
transport costs, mede relevant requedts for any associated import permit for eventua replacement of
scarce materia used in manufacture or processing, lodged claims for writing off this consgnment against
the totd of any temporary importation licence, obtained an often specious quality certificate and secured
gpace on what may be very infrequent transport services.

All these operations will be hidden within his own works and office. Often they are regarded as dmost
inevitable and natural features of a process which may never be conscioudy identified as adding up to an
export delay or complication.

This dtuation casts extra importance on pushing and pursuing, as well as posing, rdevant questions
designed to identify such delays.



Questions

1.

2.

10.

11.

12.

13.

14.

15.

16.

What are your main export items?

What isyour overdl export vaue annudly? What proportion isthis of your total output?
What are your principa markets?

Do you use one or severa forwarders?

Are you responsible for any trangport arrangements? If so which?

Wheat proportion of your shipments are containerised?

What means of trangport do you use, and in what proportions (vaue), for the basic part of your
international transport?

What are your usud sdlling terms - fob, cif, ex-works, delivered etc.?

If you use documentary credits what is your impression of the efficiency/cost of this method of
payment?

Do you have frequent difficultiesin:

Customs clearance?
Exchange controls?

If s0, what sort?

Are you concerned directly with portdairports of shipment? If so what is your impresson of
their cost/efficiency?

Do you experience difficulty in obtaining officid and/or commercid information needed in your
transactions.? If so under what heads?

If a pre-shipment ingpection regime is in force what are its main components? Is the result
effective in terms of presumed objectives? What additional complications, costs and delays, if
any, doesit cast on traders and carriers? What would be preferable dternatives?

Do you have communication problems within or to and from your country? If so, under what
heads?

If you have queries on officia requirements, at home or abroad, do you go to:

Chamber of Commerce?



Trade Association? (if o, which?)
Customs?
Other government department or agency? (if so, which?)

17. Do you paticipate in any officia export promotion activities? If so, which and how useful are
they?

18.  Wha are your main uses of computer systems - internd office systems, services to dlients,
interchange with Customs, transport providers, ports, airports, banks, exchange controls, others
(specify)?

19. What are your main means of communication - post, telephone, express ddivery, fax, EDI,
Internet, satdllite....?

20. Do you have difficulties in using any of these communication methods? If so, in what respects?

21.  What proportion of your export consgnments are subject to physica ingpection by Customs?
Are these consignments a so subject to inspection by other control agencies?

22. Do you or your agent ded with Customs disputes? Do you regard the frequency of such
disputes as norma or excessive?

23. Do you have frequent recourse to Certificates of Origin? What is your experience of the issue
and use of these documents?.

24.  What isyour experience of drawback, export refund, temporary admission regimes?

| mporter

Itis useful to cover:

A loca importer of goods for home use

A loca importer engaged in dectronic assembly or garment make-up, with consequent
reliance on temporary importation or drawback

A "foreign" multinationa company importing for the home market and/or re-export after
processing

The multinationd importer should be able to offer comparative judgements of conditions in other
developing or developed countries which might be less familiar to loca companies. Multinationas are
aso especidly familiar with large computer systems. It is dways interesting to know to what extent they
can use such facilities to interface with locd requirements, especialy those of Customs, port, airport,
banking and transport services.
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It is important to acquire a general sense of the political and officia status of importing. Is there a
reasonably generd officid acceptance of the arguments for trouble free import procedures?

Clearly, cariers welcome business, regardiess of direction, and agents may wdl prefer import
transactions, because they normaly encounter more difficulties, and, therefore, generate larger fess than
exports. On the other hand "export promotion” is still inditutiondised, under that name, in many
developing countries and has only recently given place to "trade development™ in many lending and ad

programmes.
Questions
1 What are your main import items?
2. What isthe annud overdl vaue and volume of your import operations?
3. What are your principa source countries?
4, Do you use one or severa import agents/Customs brokers?
5. What are your usud buying terms - fob, cif, ex-works, delivered etc.?
6. What proportion of your imports, by value are containerised?
7. Are these mainly in groupage or full container loads? How many full container loads do you
recaive annudly?
8. Where are containers:
Cleared through Customs
Opened and emptied?
9. If you use documentary credits what is your impression of their cost/efficiency?
10. Do you have regular, Sgnificant difficultiesin:
Customs clearance
Exchange control ?
If so what sort?
11.  What proportion of your import consgnments are submitted by Customs to:

Documentary ingpection
Physicd inspection

11



12.

13.

14.

15.

16.

17.

18.

What isyour view of the efficiency of any physica ingpections ?

Do you have direct contacts with ports and airports of entry? If so what is your impression of
their cod/efficiency?

What proportion of your imports enter the country by road or rail? Do you have specid
difficultiesin respect of:

Customs clearance at the frontier
Other officid controls on goods, vehicles and drivers ?

If s0, what sort?
In seeking officia/commercid information needed for your import business do you approach:

Cugtoms

Chamber of Commerce

Trade association - if so which

Other government departments - if so which?
UNCTAD Trade Points, if any

The Internet

Do you have any problems in obtaining such informetion? If so, what sort of information and
what sort of problems?

Do you have communication problems within the country? If so, of what sort?

How do you use automation in your own business? How far, if a dl, do you exchange data
dectronicdly, with Customs, carriers banks and other services?

Carriers

Carriers, with the possible exception of integrated express operators - ardatively minor sector in most
developing economies - are still most conveniently handled under separate moda headings.

Maritime transport will be the usud front-runner, with specid importance attaching to road and rall
movements for countries served by or serving trangt operations.

For many years, traders in numerous developing countries had to depend on nationa shipping lines,
often protected by virtud monopoly satus and confronted by equaly monalithic and bureaucratic
central chartering agencies, sometimes disguised as Shippers Councils.

Privatisation, very usefully encouraged by the IMF and World Bank, has reduced these commercia
handicaps, but al too frequently a public monopoly has just did, sideways, into a quasi-cartel agreement
with selected "independent” partners.
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Such arrangements have done little to force carriers to meet and anticipate client requirements, maintain
modern computer and communication systems and play a fully influentid part in moves towards
Customs modernisation and reform.

The assmilation of containerised through movement is gill a problem in many countries. It is even more
difficult to move from passve assmilaion to postive exploitation. Mgor obstacles include gross
inefficiencies a functiond interfaces; the continued use of Customs and other officia control procedures
designed for port-to-port movements, uncertainty whether to treat the container, itsdf, as an import item
or ameans of trangport, and delays in adjusting legd, fisca and exchange control requirements to the
unfamiliar requirements and status of the multimoda transport operator.

In countries where conditions inhibit or frustrate localy based multimoda transport operators, traders
have to depend on the advice and services of foreign, usudly multinational agencies, with consequent
difficulties of communication and an extra Strain on scarce currencies.

Trangt is a key factor in the economic and socid Sability of a number of developing land-locked
countries. It is doubtful if their specific needs would weigh very largdy in the balance of opinion or
priority in countries of maritime access, if it were not for a gradualy broadening area of transport and
port privatisation and associated competition. In some access countries political pressures can condtrain
the scope and efficiency of trangt facilities for neighbouring land-1ocked economies.

The Bank and IMF, with obligations to a wide range of clients, are in a unique position to assess and,
possibly improve, those aspects of trangt systems that may be largely inaccessible to direct influence
from land-locked governments themsalves. The Audit includes questions designed to assist preliminary
fact-gathering for this purpose.

Recent UNCTAD meetings have emphasised the importance of Customs requirements and efficiency in
the operation and costs of transt systems serving land-locked developing countries.

The maritime Bill of Lading, casting heavy obligations on the carrier, can often contribute to procedura
deays, especidly when it figuresin documentary credit requirements.

Air trangport has specia significance for land locked countries and countries with very large land masses
and poor surface communications.

Express delivery sarvices, using a basic air trangport component, are now an essentid ingredient in
implementing time-sengtive conventiond  internationa  transactions and supporting the growing
proportion - aready between one third and one haf - of globa trade in goods which is represented by
the cross-border movement of components, semi-processed and finished products and spare parts
within integrated in-company supply, production and distribution systems.

The very limited timeframes within which such services must ddiver consgnments, in order to judtify

their charges and so ensure return on their world-wide investments in aircraft, road vehicles, support

gaff and communication systems, place these operators and their representative trade bodies among the
13



most active advocates of trade facilitation.

As they cannot function effectively, and so profitably, in countries where Customs are inefficient and
dishonest, they may wdl be inactive or represented only by locd agents, for rdatively time-insengtive
deliveries in many countries covered by this type of audit. For that reason, while there is a short
Questionnaire addressed specificaly to these operators, a number of questions bearing on the express
delivery function have been inserted at other pointsin the Audit document.

Rall operators, particularly important in transt regimes, tend to view compliance with Customs and

other officid requirements as an exercise in co-operation with the inevitable and so tend to concentrate

ther attention on managing the transport system itsdf, with only margina concern for procedura

difficulties encountered by internationd consgnments. In some countries Customs give publicly owned

rallways, like postd authorities, certain useful procedurd privileges.

Shipping Line and Ships Agents Questions

1 What volume of cargo do you handle a) inward and b) outward annudly?

2. How many TEUs do you handle @) inward and b) outward annualy?

3. Wheat are the main countries of a) origin and b) destination?

4, Do you operate any international door to door services

5. Do you usefissue IMO standard manifests and/or International Chamber of Commerce standard
bills of lading and/or non-negotiable sea wayhills? If not would you be prepared to adopt such
documents? Do your government agencies accept them?

6. How do you move manifest informetion - by post, express carrier, in ship's bag, fax, EDI?

7. Do you experience serious delays or obstacles in any of these operations? If so, under what
heads,

8. Do you experience serious delays by importers in presenting bills of lading? If so, do you know
why?

0. What is your cargo loss/damage experience in nationa ports?

10. Have you automated your internal  operations and communications between head office and
branches? If so, under what main heads?

11. Do you exchange data dectronicaly with Customs to meet their import/export requirements? If
S0, what is your experience of the efficiency of these arrangements?

12. Do you exchange deata dectronicaly with other entities - customers, banks, ports ....?7 If o,
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13.

14.

15.

which?
What isyour impression of the efficiency of @) ports b) Customs?
Do you operate inland container collection and ddlivery services? If not, why?

Do you use ) the Internet b) satellite communication? If so for what purposes?

Road Carrier Questions

1.

10.

11.

12.

13.

14.

What volume of a) containerised and b) non-containerised cargo do you handle &) inward and
b) outward annualy?

What proportions do the tota of these movements bear to your overal operations?

What are the main countries of @) origin and b) destination for your internationd consggnments?
Do you operate any international door-to-door services?

Do you operate TIR and/or ATA procedures. If so, are there any specid difficulties?

What are your main ports of entry and exit? What is your experience of their efficiency,
cost and security standards?

What is your experience of Customs at @) land frontiers and b) ports for i) inward and ii)
outward movements? What is the average time for release of the vehicle and load by Customs
under each of these four heads?

Do you use inland container terminds/dry ports? If so, wha is your experience of
cod/efficiency?

In which foreign country do you experience most difficulties with Customs and/or other control
agencies - immigration, vehicle requirements, phytosanitary ingpection.....?

Which parts of your trangport functions are automated?

Do you exchange data eectronicaly with other busness and officid entities? If so, which?

Do you receive adequate, timely information of Customs and other officid requirements?

If you need information on Customs and other procedures in foreign countries where do you go
for help?

What are your main means of communication - post, telephone, express ddivery, fax, EDI,
15



15.

16.

Internet....?
Do you have difficulties in using any of these communication methods? If so, in what respects?

In trangit operations c you have particular difficulty in respect of @ designated routes, b)
Customs escorts, ¢) bonds and d) documentation.

Airline Questions

1.

2.

What isthe &) volume b) value of your &) export and b) import cargo annualy?

What are the main countries of &) origin and b) destination?

What isthe average/usud arport dwell-time of your cargo for @) export and b) import?
Do you operate express delivery door-to-door services?

How do you move controlling information - wayhbills and manifests - with pilot, fax, EDI,
Internet, other...?

Do you exchange data dectronicaly? If so with whom?
Do you operate feeder road services?
Do you have serious difficulties with:
Customs?
Exchange control ?
Security?
Pre-shipment ingpection?
Other officid agencies?
If so, of what sort?

Is arfreight able to explait its full inherent advantages - speed, light packing, security - in
import/export traffic? If not, what are the main disncentives and obstacles?

Express Carrier Questions

1.

Are you pat of an internationdly integrated carier or operating on an independent
national/regiond base?

How many a) export and b) import consignments do you declare to Customs annualy? Whét is
the total vadue at i) export and ii) import?

16



3. What time is usudly required to pass @ documents, b) non-dutiable or de minimis goods and )
dutiable goods through airports for i) export and ii) import?

4, Would you be able to extend your servicesif these times were reduced? If so in what respects?

5. Wha do you identify as the man causes of dday - Customs, security, airport
procedures/facilities, compulsory warehousing, pre-shipment inspection....?

6. Is your business congtrained by &) a posta monopoly, b) a licensing system, ¢) specia charges
or fees? If so, in what respects?

Ports

Ports are focd points for dmost the full range of facilitation difficulties. In particular the efficiency, even
timing, of many of their operations, is strongly influenced, if not dictated, by Customs.

Customs hours of attendance, for example, place drict limits on port working. So-caled
“comprehengve’ ingpection of cargo, especidly containerised cargo, throws substantia tasks and costs
on port management.

Finding containers, moving them to the Customs area for ingpection, dedling with the frequent physica
aftermath of such ingpections, returning the container to stack or quay and recording any conseguences,
can add substantidly to the dready sufficient problems of developing country port operators and take
up as much as hdf the avallability of such key equipment as lifting and moving gppliances.

There are often serious deficiencies in port management itsdf. There are il ports which receive cargo
without specifying the presentation of a Standard Shipping Note or equivaent EDI message, which has
been found invauable in modern port practice. It is frequently impossible to obtain a written, accurate
account of the main port procedures. Delays fixed by regulations for acceptance of responsbility for
cargo in shed or on the quay are often unreasonably long, which, with associated extra risks of damage
and pilferage, add to the daily irritations of port users and inflate insurance premiums.

Ports are well placed to provide reliable information on delays and inefficiencies in severd key parts of
the internationd trade transaction.

Thelr principd customers - shipowners - can cover avery wide range of Szes and capabilities.

Globa maritime and nortvessel owning container operators will be able to provide excelent data,
produced from high-quality automated recording, processing and communication systems. At the other
end of the resource scae Customs will have to accommodate smdl, single-vessd owners, scarcely able
to complete smple forms correctly, and often with strong inclinations to confuse trading with smuggling.

Chronic ddlays in ports, atributable to lax or over-rigid banking practices, are common for goods

subject to payment by documentary credit. In countries with heavy duty rates or fluctuating exchange

rates and control systems small importers often refuse or are unable to meet the requirements which will
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permit them to secure release from the shipowner or Customs.

In some ports logistics and warehousing rates make it convenient to let goods stay in the port rather than
move to inland storage.

Most ports of any consequence are the focus for significant trading communities - exporters, importers,
forwarding and Customs agents, banks, insurers and shipping and other transport companies. They
focus rdatively substantid Customs staffs, accustomed to being in daily contact with business operators.

A surprisng number of ports, even those with poor management standards and performance, bring
much needed and very vauable cohesion to these loca business communities, through port consultative
committees, on either a and done basis or in co-operation with a Chamber of Commerce or other
trade body. These committees are often the only mechanism for regular consultation between trade and
Customs and can be an important element in Remedid Action.

Shipping and container economics have, inevitably, reduced the number of principa ports a which
direct internationa liner services are available. In choosing these ports, shipowners will give dose
attention to experience in rapid turn-round for vessels, customer satisfaction, damage, loss and pilferage
experience, and standards of officid integrity.

Few ports in developing countries are following the lead of mgor internaionad counterparts in
edtablishing communication networks with other ports dong the lines of their main traffic flows.

Such links can pass very vaduable information on vessd characterigtics, requirements and defects, well
ahead of the arrival of shipsand cargo.

Questions
1 What is the tonnage/value of general merchandise handled annually for @) import and b) export?
2. How many a) export and b) import TEUs are handled annudly?

3. Which overseas ports are your main trading partners? Do you have any co-operative
arrangement, for example information sharing, with any of them? If so, of what sort?

4, What is the average dwdll time, in the port, a &) export and b) import for @ generd cargo, b)
containers and c) roll-on/roll-off vehicles?

5. What ae the man causes of undue ddays under al these heads - Customs, late
ariva/presentation of manifestshills of lading, banking requirements under payment terms,
unavailability of connecting trangport, exchange controls, pre-shipment inspection, tardy take-up
by consgness.......?

6. Do you require a standard shipping note, or an equivaent EDI message, as a condition of
recelving export cargo?
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Is there a written, fredy available and wdll-publicised account of the procedures necessary to
move goods and vehicles efficiently through the port and Customs systems

Do you use computers to handle any port procedures for a) containerised or b) general cargo?
If s0, which?

Are you exchanging, or planning to exchange data, dectronicaly? If so, with whom?
Do you have a port consultative committee? If so what isits composition and scope?

What services do you perform, and what facilities do you provide, for a8) Customs and b) any
other officia agency? What are the rough costs and main consegquences? Are you repaid or

compensated in any way?

At what stage of movement do you first accept respongbility in respect of cargo on your
premises?

How many Customs officers — approximately - are employed in the port?

What are their normal working hours and what provisions are made for extended working?
What are the customary overtime rates?

What proportion of consgnments - in very generd terms - are presented by a) traders in
person, b) agents ) carriers - for example truck drivers or shipboard staff?

Wha is the qudity of co-operation between Customs and other control agencies dedling with
goods and means of transport?

Are Customs entrusted with other controls, such as phytosanitary or security checks? If not
how, in terms of efficiency and effectiveness are such formdlities, if any, applied?

Is the bulk of the Customs procedure managed within Customs or is the declarant obliged to
take the documents from one officer to another for several separate checks?

How many sgnatures are required by Customsin clearing goods through the port?

What computer and associated equipment is used by port management and what are its main
gpplications?

To what extent are users able to communicate directly, computer to computer, with the port.
Are any EDI messages, for this purpose, based on the international UN EDIFACT standards?

What is the rough proportion of declarations for which supporting documents - invoices,
certificates of origin, way-hills, bills of lading etc. - are inspected?
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23.  What isthe rough proportion of consignments/containers which are physicaly inspected.
24.  What isthe qudity and nature of container ingpection?

25. What is the incidence (rough percentage of tota declarations) of procedurd difficulties and
disputes, and what are the principa causes - classfication, value, suspicion of contraband etc.?

26.  Are goods and vehicles ddlayed while dl such differences are resolved or are some issues
recorded for later resolution, while the goods are released for onward movement?

27.  What is the experience of pilferage and loss - good, bad average - for @ generd merchandise
and b) containerised cargo while till in Customs custody?

28. Do labour relations have any large influence on the efficiency with which the port can treat
international consgnments?

Airports

The number of carriers & most imports will be limited and al will be accusomed to computerised
operations and the use of uniquely numbered, internationaly standard, non-negotiable air wayhills.

For freight carried on passenger flights, IATA, to which most mgor arlines belong, has schooled its
members to depend on authorised agents for dl stages of cargo handling after unloading, including, in
particular, Customs clearance. These egents are often of markedly higher qudity than their counterparts
in ports and at border crossing points.

As the key transport document - the air wayhill - is non-negotiable, it cannot form the bags of full-dress
documentary credit procedures and consignments are delivered directly to the person named in the bill.
Cugtoms formalities tend, therefore, to be the main factor in release times.

Cugtoms handling consgnments at arports will work amost entirdly with reasonably experienced and
"professond" agents and may often be largdly insulated from the generd trading community.

Unfortunately, there are till numerous countries in which procedures for deding with air freight are il
ad hoc adaptations of classical segport practices.

Express operations, in the hands of mgjor global companies, have tended to run, ahead of conventiona
arfreight in Customs practice.

The World Customs Organisation has produced a standard set of Immediate Release Express
Guiddines, under which express consgnments are given immediate release, provided prescribed control
data has been submitted to Customs, from audited computer systems at specified periods in advance of
arcraft arrival.
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The degree to which airport management can give useful input to the Audit will depend on the nature of
their operations.

Some may operate obligatory warehouses, through which even express consgnments, and may
condrain ar carriers to use a monopoly ground service. Security is a specid and legitimate concern for
ar movements, but dl-cargo flights should be less cumbered with these regulations than passenger
carrying arcreft.

Customs procedures often vary between port and airport. Given constant pressures from airlines with
demanding time-tables, the quality of accredited agents and, in some countries, the priority accorded to
automation of airport Customs procedures, there is a strong likelihood that the airport procedures will
be smpler. Another reason may be absence any delays connected with documentary credits, as the air
wayhill is a nor-negotiable document and the carrier or his agent just delivers consgnments to the
person named on the bill.

These advantages could provide useful arguments and precedentsin looking for smilar improvements at
ports, by, for example, promoting the use of a non-negotiable sea wayhill.

Some of the following questions will be addressed directly to airport managers. Others will need on-ste
ad hoc contact with agents, Customs and carriers.

Questions

1 What are the rough orders of magnitude for annud vaue (ascertained from declarations) and
tonnage for @) import, b) export and c) trangit consgnments?

2. What are the average delay times - from arriva to departure - for &) imports, b) exports, €)
trangt conggnments of i) conventiond arfreight and ii) express deliveries?

3. How many Customs officerswork at the airport?

4, What are the norma hours/days of Customs attendance? What provisons are made for
extended working? What are the customary overtime reates?

5. What proportion of condgnments - in very generd tems - are presented by a)
conggnors/consignees in person, b) agents ¢) carriers - for example truck drivers, arlines?

6. Wha is the qudity of co-operation between Customs and other control agencies dedling with
goods and means of transport?

7. Are Customs entrusted with other controls, such as phytosanitary or security checks? If not
how, in terms of efficiency and effectiveness are such formdlities, if any, applied?

8. Are Cugtoms entrusted with immigration checks or, if not, do immigration gaff work in
reasonable co-operation with Customs?
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0. What are the principal security regulations gpplied ar cargo? Do these differ between
consgnments carried in holds of passenger aircraft and dl-cargo flights?

10. Is there a written, fredy avalable and well-publicised account of the procedures necessary to
move goods efficiently through the arport, in accordance with Customs and other control
procedures?

11.  Wha computer and associated equipment is available and what are its main goplications?

12. Wha is the qudity of any software used for processng Customs formdlities and of the
operationd skills available to useit?

13.  Towhat extent are tradersagents/carriers able to communicate directly, computer to compuiter,
with Customs. Are any EDI messages based on the international UN EDIFACT standards?

14. Wha is the rough proportion of declarations for which supporting documents - invoices,
certificates of origin, way-hills, bills of lading etc. - are inspected?

15.  What isthe rough proportion of consgnments physically inspected.

16. Wha is the incidence (rough percentage of totd declarations) of procedurd difficulties and
disputes, and what are the principa causes - classfication, vaue, suspicion of contraband etc.?

17.  Are goods and vehicles ddayed while dl such differences are resolved or are some issues
recorded for later resolution, while the goods are released for onward movement?

18.  What is the experience of pilferage and loss - good, bad average - for goods while on airport
premises?

Border Crossing Points
These can offer avery difficult procedura environment.

The road transport industry, world-wide, is highly fragmented. Borders bring together a mass of small,
locd carriers with a mix of major regiond or fully internationa road operators and some digtributive
ams of large manufacturing companies.

Some arivas will bring sandard computerised print-out documents, others may only provide hand-
written papers of dubious authenticity. Customs cannot apply any single set of procedures which can
ded effectively and speedily with dl these types of declarant.

Furthermore the key figure, for Customs purposes, is the truck driver, who may be completely or very
largely ignorant of the characteristics and background of the load he happensto be carrying.

If a wel-informed agent is on hand then processng may be easier. Unfortunately, a most borders in
developing countries, an uncomfortably large number of consgnments arrive with little more than basic,
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often badly prepared documentation to cover goods, vehicle and driver. All these have to be dedt with
together, in contrast to the position at ports and airports, where goods can be cleared quite separately
from vessd daircraft and crews.

The physica conditions and restricted range of Customs management levels at typica border crossng
points tends to encourage systematic corruption. Large bribes for serious derdliction of duty, with grave
socia consequences in respect, for example of illicit drugs, arms or unidentified nuclear substances, are
masked by a background of relatively innocuous routine "facilitation” payments.

An additiona specid feature of border crossings is the proximity of export and import Customs. For
ports and airports these two services may be thousands of miles gpart. In dl road and rail crossngs they
are within very short distance of each other. In modern frontier practice they may co-ordinate their
functions and use common physicd facilities

Fndly fadlities - dectricity supply, computers, telephone lines - which are taken for granted at ports
and arports, may al be unavailable or unrdiable at land borders.

Questions

1 What are the rough orders of magnitude for annual vaue (ascertained from declarations) and
volume (number of vesss, contaners, roll-on/roll-off loads, consgnments) processed by
Customs?

2. What is the relative importance of trangt consgnments and imports for home consumption?

3. Whet is the number and value of TIR and ATA Carnets handled annudly?

4, What are the average delay times - from arriva to departure - at the border?

5. What are the number of Customs officers employed? What provisions are made for extended
working? What are the cusomary overtime rates?

6. Wht is the qudity of co-operation between Customs and other control agencies dedling with
goods and means of trangport?

7. Are Customs entrusted with other controls, such as phytosanitary or security checks? If not
how, in terms of efficiency and effectiveness are such formdlities, if any, applied?

8. Is there any co-operation, at the border, between adjacent export and import Customs
services? If so, under what heads?

0. Is the bulk of the Customs procedure managed within Customs or is the declarant or his agent
obliged to take the documents from one officer to another for a series of separate checks?

10.  How many signatures are required in the entire process of Customs clearance?
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

Is there a written, fredy available and well-publicised account of the procedures necessary to
move goods and the vehicle efficiently through Customs and other officid requirements?

What computer and associated equipment is available and what are its main gpplications?
What communication facilities are available to a) Customs, b) drivers and ¢) agents?
How isthe post equipped to for working in likely extremes of temperature?

Isthere reliable eectricity supply?

What is the rough proportion of declarations for which supporting documents - invoices,
certificates of origin, way-hills, efc. - are inspected?

What is the rough proportion of conggnments/containers which are physicaly ingpected.

Are additiond formdities for driver-accompanied vehicles, including road-worthiness and
weight certificates, and driving licence, passport and visas, carried out Smultaneoudy with
controls on the goods, or in separate sequence?

How far do these secondary requirements contribute to the total processing time?

What is the qudity and nature of container ingpection?

What is the incidence (rough percentage of total declarations) of procedurd difficulties and
disputes, and what are the main causes - classfication, vaue, suspicion of contraband etc.?

Are goods and vehicles ddayed while dl such differences are resolved or are some issues
recorded for later resolution, while the goods are released for onward movement?

What is the experience of pilferage and loss - good, bad average - for consgnmentswhile ill in
Customs custody?

Commercial Banks

The conventiona trade transaction requires that while goods move from sdller to buyer, payment should
be passin the reverse direction.

The immense expanson of world trade, following and fudling the Indudtrid Revolution linked buyers
and sdlers across great distances, many weeks, if not months, distant by any known means of
communication.

In that dtuation banks, in co-operation with finance houses and merchants, devised a remarkable
payment system - the documentary credit - which enabled the sdller to be sure that his goods could not
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pass to the buyer until due payment had been made, while the buyer knew that his money would not
pass to the sdller until the goods were safely in hand.

In its most efficient period, towards the end of the nineteenth century, this system operated on the basis
of key documents of title, carried by internationd mail services operating faster than ordinary cargo
movements.

Because of continuing, if generdly diminished - exchange risks in certain economies and the commercid
uncertainties of casud or nove trading relaionships, the documentary credit is till a familiar festure of
internationa trade for many developing countries.

Unfortunatdly the increasing efficiency of world transport networks and the fallings of numerous postd
services have combined to produce often sgnificant delays to goods at import, pending the arriva and
bank processing of the documents needed to authorise their release to the buyer or his agent.

The Internationd Chamber of Commerce, which sets the broad rules for documentary credit practices,
is currently considering an electronic dternative or equivaent to the traditiona paper-based procedures,
but progressis dow and the overdl credit syssem has avery low priority in most banking Srategies.

The practica result is chronic delays a import, particulaly of contanerised cargo with specid
complications for groupage container loads of which only part are subject to these credit arrangements.

Such ddlays are cited, in sdf-exculpation by ports and Customs, to distract attention from or, at least,
dilute, their own inefficiencies.

The banks earn extra fees by releasing goods to supposed consignees on the basis of guarantees
contained in letters of so-cdled "indemnity”.

These are an unsatisfactory expedient because they cannot, in fact, cover unassessable contingent
obligations to third parties. Furthermore they are expensve - so enabling banks to make additiona
profits from their own inadequacies - and limited in scope, being available, normally, only to favoured
customers of unimpeachable status.

It is extremdly unlikely that banks, when interviewed, will express anything but satisfaction with the
"normd" functioning of the documentary credit system. Traders are likely to be very circumspect and
some other participants including Customs and ports, may not fully redlise how this payment procedure
is affecting their own operations. If they see the problem, they may have no idea where to turn for
improvement.

Ports, shipping lines and agents are probably the most reliable source of information.
Questions
1 What is the gpproximate a) number b) vaue of documentary credits on a) export b) import

conggnments, handled by you annudly?
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10.

11.

Are documentary credits the norma method of payment for your customers a a) import and b)
export? If no what are the other, preferred payment systems in each direction?

Do you observe ICC Standard Rules for Documentary Credits? Does a nationa representative
attend meetings of the ICC Banking Commisson?

Areyou linked to SWIFT?If 0, for what purposes?

Do your dients have difficulties in managing exchange requirements? If so, of what sort and how
might these problems be reduced?

Do you have sgnificant dealings with Customs? If so, for what purposes, and how far are you
satisfied with the way in which these are managed?

What proportion of initid gpplications for payment under a documentary credit are you obliged
to rglect? What are the most frequent reasons?

Do you issue letters of indemnity to cover late arrivad of documents? Is this a common or
exceptiond practice? Can any customers secure such cover? What is the basis of charging for
this service?

How do you normaly receive documents from overseas correspondent banks, in documentary
credit operations - ordinary post, express post, private express companies....?

Do you exchange any import or export data dectronicaly? If so, with whom and for what
purpose?

Do you experience frequent delays in receipt of such documents? Do you record these and
andyse their causes? What, in your opinion, are the main reasons - customer error, pace of
processing by overseas banks, physicd transmission problems?

Exchange Control Authorities

Exchange contral restrictions now play alimited role in the practica procedurd chain affecting goodsin
international movemen.

Up until thirty years ago the situation, in the wake of the second World War and the withdrawa of
externa backing for many nationa currencies, following politica independence, was very different.

Maximisng the inward flow of scarce hard currencies became acquired high fiscd and economic
priority, so that checking the accuracy of export invoicing and curbing expenditure on external services,
including transport, was amgor adminigrative function.

Decades of IMF and World Bank influence towards trade liberdisation, the development of more open
politica attitudes towards externd trading, coupled with the necessarily temporary expedient of
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replacing certain inefficient Customs controls with the services of specidist private agencies, have
reduced these condraining pressures, but certain countries, including those in the latest wave of
emerging independent dtates, are dtill obliged to gpply rules of varying scope and severity.

The usud ingrument for managing exchange controls is ether direct intervention by the Central bank,
delegation to a specidised Exchange Control Agency or management, under dtipulated rules, by
commercia banks.

Questions
1 What are the main objectives of your current exchange controls in relation to internationd trade
and transport?

2. How are such controls applied in practice - by a single nationd agency, through a number of
officesin commercid centres, through commercia banks...?

3. Do you consult trade, trangport and banking interests a) formally and/or b) informaly? If so by
what means, and on what aspects of control?

4, What isthe role of Customs, if any, in gpplying your controls?

5. Is there a clearly defined, written and generdly available set of exchange control regulations?
How are changes notified to traders and banks?

6. How are innocent infringements handled? How is guilt established? Who tries cases and hears
appesls?

7. Would adispute normdly have any effect on the movement of the goods concerned?

8. Do your documentary requirements include negatiable bills of lading for maritime shipments? If
so what do you do for ar consgnments?

0. What, if any, are your relations with pre-shipment ingpection agencies?

Customs

Customs are invariably found at the core of any significant set of internationd trade facilitation problems.

In many countries, they are not only a mgor cause of cost and delay, in themsalves, but dso furnisha
convenient screen, behind which many other participants can hide their own inefficiencies. Quoted by

traders, agents, carriers and ports as the principd, if not sole, cause of al border-crossng problems,
Customs tend to furnish, often unwittingly, an unreasonable excuse for many failings a other pointsin the
life-cycle of the internationa trade transaction.

For this reason, while it is desrable to place Customs well down the sequence of interviews, so that
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they can be interviewed in the light of previoudy expressed user opinions, they may well offer additiona
information and assessments which could justify some short second stage discussion with some other
participants.

The answers to severd questions put to Customs may aready be known as the result of earlier
interviews. These questions should be put just the same, as any substantia difference in Customs/trade
perception could be significant.

The Questionnaire cannot cover more than a few of the many aspects of Customs practice and
procedure which influence the efficiency and cost of an internaiond trade transaction. A much wider
view of these can be had from the Internationd Chamber of Commerce Customs Guiddlines. The
facilitation benefits of certain key procedurd reforms are described, in even greater detal, in the
Guiddines to the revised World Customs Organisation Kyoto Convention. Possble delay causes are
usefully set out in the WCO Time Required for Release Study.

An important - indeed indispensable - dement in every Audit should be personal observation of actua
operations at Customs posts, in ports and arports and at border-crossing points and in traders and
agents offices.

Are work places clean and reasonably tidy? Do they offer reasonably good working conditions for seff
and visitors? How do agents and Customs officers mix? Is the Customs counter noisy and subject to a
good ded of thrusting and pushing or is the aimosphere workmanlike and reasonably peaceful ?

Is there a defined and well observed practice which keeps agents and traders on their sde of the
Customs counter or do they penetrate into Customs offices? When duty payments are made, are there
any supplementary cash flows to Customs officers?

Is there any visud evidence of irregular payments being distributed among staff? Are Customs signatures
given in Customs offices or directly in the presence of the trader or agent? How far are premises
equipped for likely extremes of temperature? What are the sanitary arrangements for staff and others?
When documents are first presented to Customs what is the rough proportion of queries/regjections?

Documentation is epecidly relevant. Specimen sets of documents necessary for each procedure should
be collected. The number of copies demanded should be noted. It is useful to know whether Customs
impose pre-printed forms or are ready to accept the equivalent documents produced from a computer
Or copying process.

Computer ingtdlations should not be taken at face - or screen - value. Users should be asked to call up
key programmes and execute afew typica operations.

Vigts to Customs posts may need two approaches - an initid unofficid vist accompanying a friendly
agent or trader and aformal appointment, later, to see what happens behind the counter.

Any in-office interview to process the Questionnaire should be supplemented by vidits to Customs posts
at aport, airport and border crossing point.
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Basic information on member adminigtrations and names of suitable contacts can usudly be had from the
World Customs Organisation.

Some of the following questions aso figure among those to be asked a Customs posts handling port,
arport and border crossing operaions. Any variation in the answers will be particularly sgnificant.

Questions
1 How many a) export b) import declarations and ) transit operations are handled annudly?
2. What isthetotd vaue of consggnments covered by these declarations?

3. Wheat proportion of government revenue is represented by Customs duties/taxes on internationd
conggnments?

4, What isthe totd number of staff employed in the service?

5. Wha is the average time from submission of the import entry to release of goods from your
custody, in maritime trade for @ conventional general merchandise b) containerised cargo and
c) rall-on/roll-off vehides & i) export and ii) import?

6. What are the corresponding times for roadborne consignments a main land frontier posts at a)
export b) imports?

7. What are the corresponding times for airfreight consgnments of @ documents b) ron dutiable
and de minimis and c) dutiable, goods?

8. Arethetimesin 5, 6 and 7 dtatic or decreasing?

0. Do you condder any of these release times unsatisfactory and if so which? What do you see as
the main causes?

10. Do you separate procedures and documentation to give "rdeasg’ of goods from physica
controls from those for "clearance’ of the transaction following the satisfaction of fisca
requirements?

11.  Areyour paper forms digned on the UN standard documentary system?

12.  Areyou usng or planning to use computers in any operations? If so which? Do/will these
include direct data exchanges? If so, with whom? Do you use UN/EDIFACT messages?

13. Do you use/plan to use ASYCUDA or any other proprietary Customs system? If so which?
Are you satisfied with @) the product, b) post-implementation support and c) technologicd top-
up?
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14.
15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

Do you send delegates to WCO technical committees? If so, which?
How many disputes are lodged with/recorded by Customs annudly? What is the largest single
focus of difference - vauation, classfication, temporary importation compliance....?

Have you an up to date, generaly available Customs Code? Do you circulate public notices of
changes and interpretations?

Do you carry out post-entry audits? If so who is responsible for the work,

Do you have an active Customs/Trade Consultative Committee?

Do you implement &) the GATT Vauation Code and b) the WCO Harmonised System?
Do you operate TIR and ATA procedures?

What services/facilities do you provide for other government agencies in connection with
internationa trade consgnments?

What services/facilities do you require at @ ports and b) airports? Do you pay for any of these?
If 0, which?

What proportion of &) conventional consignments b) containers are inspected a import?

Where do you normaly ingpect containers? How do you sdlect for inspection? What are the
main features of such ingpection?

Do you issue binding advance rulings on @) classfication b) vaue?

Can challenges to Customs decisions be referred to an outside, neutra tribunal?
Are Customs agents licensed? Do they have amonopoly?

Do you have atraining school? If so, what subjects are covered?

Are any Cugtoms functions currently handled by private agencies? If so, which? What is your
experience of these arrangements?

What are norma working hours? Is Customs attendance available outsde working hours and, if
S0, on what basis of compensation?

Pre-shipment I nspection (PSI) Agency

Thirty or more governments have passed certain Customs functions - typicaly vaduation - to specidist
private enterprise agencies. These companies are usudly required to carry out quality ingpection of
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cargoes/consgnments at overseas points of export.

This move was highly innovative a atime, some thirty years ago, when exchange difficulties, for many
countries, were exacerbated by capitd flight frequently aided by fraudulent invoices. It dso helped
countries, which came to sudden affluence with the spectacular risein ol prices some years later, to limit
the extent to which they were exploited by foreign suppliers.

More recently the man advantage has been in the reduction of revenue losses atributable to
inefficient/dishonest Customs. Unfortunately the system, in its genera features and management, has
hardly atered since its inception, and has now acquired some of the wesknesses which it is intended to
overcome in Customs administrations.

There is, for example, no known attempt by any of these agencies to gpply modern risk-assessment
techniques to limit the scope of their physicd ingpections. Apart from the formal apped system set up by
the WTO to meet user complaints, there is no effective mechanism for regular consultation with traders
and carriers affected by pre-shipment controls.

At the moment PSl activities cause extra delays and associated costs to traders, carriers and ultimately
their customers.

When looking a these operations it is useful to know whether more than one company is providing the
PSl service and on what bass any choice is made - for example by the importer or, geographicaly,
according to the country of origin of the goods.

Questions

1 How many Reports of Findings do you issue annudly? What is the vaue of the condgnments
covered by these Reports?

2. What is the average time taken to issue a Report

3. What goods are excluded from PS and what is the minimum vaue under which PSI does not
aoply?

4, What proportion of consgnments are physicaly ingpected?
5. On what basis do you charge and secure payment for these ingpections?

6. What isthe basis of your centra, contractual remuneration?
7. Do you apply/are you planning to gpply, any risk-assessment techniques to reduce the incidence
of physical inspection? If so, on what broad lines and by what methods?

8. Do you supply training services to the Customs? If so, on what subjects and how is the qudity
of the training assessed?
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0. Do you exchange data dectronicaly? If so with whom?
10. Do you use @) the Internet b) satellite communication? If so for what purposes?
Chamber of Commerce

Chambers of Commerce participate directly in the procedurd chain when they issue Certificates of
Origin and operate the ATA Carnet system.

They can be useful channels for securing and offering facilitation information and advice, especidly when
asin many Francophone countries, they have strong links to their counterparts in devel oped economies.
These can be very vauable in supporting contacts and co-operation with autsde, often internationd,
interests, which have every practica incentive to help facilitation work world-wide.

Some assessment of the generd status and efficiency of a Chamber will be ardevant part of any worth-
while facilitation audit.

Questions
1 What is your membership? Is this atutory or on avoluntary basis?
2. Do you offer advice to exporters and importers on:

Nationa and foreign Customs requirements?

Foreign standards, dangerous goods regulations etc.?
Payment systems, including documentary credits?
Containerised, multimodd transport?

3. Do you have specidist committees for questions related to:

Customs?
Commercid banking?
Transport?
Communications?
Electronic commerce?

4, Do you run courses on any of these subjects? If so, which?
5. Areyou in regular contact with:

The Nationa Committee of the International Chamber of Commerce (1CC)?
The International Bureau of Chambers of Commerce?
The UNCTAD/WTO Internationa Trade Centre?
Any overseas Chambers? If so which?
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Any regiond inter-governmental bodies e.g. APEC, MERCOSUR, EU?
6. If s0, on what subjects?

7. Do you issue Certificates of Origin? If so, how many annually? Do you verify what you certify?
If s0, how?

8. Do you paticipate in the ATA canet system? How many transactions do you ded with
annudly and do you experience any difficulties in this work?

0. Do you have forma consultative arrangements with Customs? If so, on what subjects?

10. Do you consult/collaborate with other national business organisations on any aspect of
internationd trade. If so, which and on what subjects?

Department of Trade/l ndustry
This heading would aso indude any hived-off Foreign Trade agency.

While these Departments are often lower in the domestic kureaucratic pecking-order than Customs,
which usudly enjoys strong links to the Ministry of Finance, they have gained a new internationd status
through the growing scope and authority of the World Trade Organisation.

This has specid ggnificance for trade facilitation policy because this subject is now accepted as a
suitable candidate for eventud WTO rule-making. Commercid pressures for WTO aitention to key
facilitation problems are hardening and the subject has graduated, accordingly, from smdl print to
headlines in the trade and financid press.

The reaults of a balanced facilitation audit, reflected in an anaytica report, with recommendations for
action, could be very ussful to a Trade Minigter in this Stuaion. Such a document would help focus
political and government attention and perhaps support on a number of urgent measures which could
improve externd trade performance and bring consequent credit to the Ministry.

It could be particularly useful if a subgtantid Fecilitation Action Plan, based on a reliable Audit , could
be brought to bear on a major port, airport or export promotion project.

This Questionnaire, therefore, is not so much a means of acquiring information as an indirect effort to
impart it, and every effort should be made to useit in an interview a minigerid leve.

Questions
1 What are the main items making up &) exports b) importsin arecent typica year?
2. Do you have any exiging inditutiond focus for deding with such trade facilitation tasks as the

amplification and standardisation of documents and formalities, the shift from paper to eectronic
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10.

commerce and the revison of the nationd regulatory framework affecting goods in international
movement? If so, of what sort and with what objectives?

Are you aware of, and/or active in, current WTO enquiries into the nature and needs of
internationd trade facilitation?

Is the Department able to offer rapid, efficient Customs clearance of goods as an inducement to
overseas companies consdering direct inward invesment in manufacturing?

How far does the Department consult small and medium sized companies on the extent to which
their overseas trading performance and prospects are affected by Customs and other
import/export formdities?

Does the Department monitor and review the operation of payment systems, including,
particularly, documentary credits, as possible condraints on naiond performance in world
markets?

Is the Department aware of, and, if s, does it take part in any of the many regiond activities -
for example ASEAN, APEC, MERCOSUR, SADOC, EU - now supporting practica trade
facilitation work programmes?

Has the Department studied the need for safe, timely and rdliable delivery servicesin relation to
export performance? If so, are traders able to use postal, express carrier, containerised through
trangport services and roll-onvroll-off road services fredy and to full effect?

Is the Department bringing eectronic commerce practices and technology to the attention of
traders and cariers and assding them to identify particularly relevant posshilities and
developments?

Is there a national standards ingtitution? If so, does it advise exporters on the foreign standard
requirements? If not who doesthis?

Other Departments

In addition to the above respondent categories it may be useful, in certain countries, to make smilar
gpproaches to the Departments of Health and Agriculture, any Export Permit Control Agency, the
national standards ingtitute, and any Export Promotion Board or equivalent body.



PART TWO - ANALYSISAND INTERPRETATION



Preliminary Examination and Classfication of Fact Finding

On-gte fact-finding has to be interpreted. The facts themsdves can be ambiguous. The mere statement,
for example, that a particular country is a member of the World Customs Organisation, or that a
paticular trading community has a national committee &ffiliated to the International Chamber of
Commerce, will have little ussful sgnificance unless the extent, content and relevance to facilitation, of
those relationships are well understood and can be reflected in andysis and proposds for remedid
action.

In addition the facts need to be arranged and organized. It is particularly important to separate out
deficiencies in physicd infragtructure from true facilitation problems focused on the transaction, even
though, as mentioned in the Audit, there is often a necessary and important inter-relation, which will
need to be identified and assessed when the find task of applying resources to remedid action comes
into focus.

The rdevant factud materid has then to be separated into main facilitation issues.

Without pretending to preudge these, past experience suggests that the main problem areas are likely to
indude some or dl of the following:

?? Cugomsintegrity and efficiency

?7? Port management

?? Commercid integrity and compliance andards
?? Regulatory frameworks

?? Multimoda transport operations and legidation,
?? Payment systems

?? Automation

?? Agents functions and attitudes

?? Inditutiond resources

?7? Information and consultation

It is essentid to classfy ascertained facts under these or some equivaent headings and to evauate the
relative importance of each category in the overal facilitation profile. To proceed from fact-finding
directly to funding, without such intermediate andys's, could misapply scarce resources, lose credibility
and discourage essentia long-term support.

Each of these heads should be examined in relation to a broad background knowledge of facilitation.

Much rdevant experience will be gained through successive Audits, but, ininitid tridsit isimportant that
andyds should be asssed by someone dready familiar with the operationd and inditutiona
background to the various officid, mmmercid, trangport and financial eements making up the typica
internationd trade transaction.
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Cugtoms Integrity and Efficiency

Integrity

The bare finding that Customs lack integrity will not give much of a foot-hold for congtructive action
unless it is supplemented by additiond information, obtained in the course of Audit interviews, or from
other sources, about generd national adminigtrative standards, the rough level of Customs sdaries, the
degree and qudlity of training, methods of recruitment, use of automation, cash or other means of

payment for Customs duties and taxes, perceived exposure to illicit drug traffic, any attempts a remedia

action — for example pre-shipment ingpection regimes — and externd links between the Customs service
and such externd influences as APEC, MERCOSUR, the EU, AFTA, and ASEAN.

The worst case situation will display a daunting range of handicaps and deficiencies. Customs sdlaries
will be abysmdly inadequate, with rigid links to other smilarly degraded public service civil service pay-
scaes. Recruitment will be at low levels of genera education and officers will be operating cashover-
the-counter duty payment systems, under constant pressure for higher duty collections. They may have
little training in dedling efficiently with cumbersome documentary systems and will be dedling with agents
able, and often mativated, to use inflated service charges to cover illicit payments. In such circumstances
senior Customs management may be mgor beneficiaries of mapractice and strongly resstant to
investigation or reform.

A more encouraging prospect could be a newly-formed Customs service, in a recently independent
economy, that despite poor adminigtrative resources, can be attached to large-scde Sructurd
adjustment by early, specific aids to improvement, such as automation, seminars, training courses, and
gaff exchanges under bilateral assstance agreements.

In other longer—established services, changes of government or economic direction may have produced
reforms, esewhere in the economy, which have not yet reached into Customs, but could be caled in aid
to secure necessary advice and resources.

Subgtantia Customs improvements can sometimes be obtained by attaching reform measures to larger
development projects at ports or airports or mgjor efforts to promote externa trade or attract inward
investment.

Once the gtate of progress of the Customs service under examination has been roughly categorized the
nature of any prevalling corruption should be considered. In broad terms a recent OECD paper has
distinguished three main types

?? Routine corruption where Customs expect supplementary smdl bribes for doing ther
job.

?? Fraudulent corruption where traders bribe Customs not to do their job.
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?? Smuggling corruption where Customs and traders and/or carriers are engaged in a
common, patently crimind, activity.

These will often overlgp but some rough dlocation of relative importance within the overal corruption
scene, will be useful to guide Remedid Action.

The nditutiond setting is particularly important. The same OECD paper describes the influence, on
broad reform measures, of informal power groups, within or related to the politica eite, and the
essentia supportive role of representative trade organizetions.

Much depends on the persondity and qudity of the Director Generd and his or her rdations with the
Head of State and/or Finance Minister.

Anayss should be able to cadl on some reliable information on dl such points. If this could have been,
but was nat, in fact, gathered during fact finding, the questions set out in the Audit should be adjusted to
ensure that these points are not overlooked on any subsequent occasion.

If there was little or no prospect of securing the information on-site, then Andysis will cdl for informd
and confidentia enquiries within the World Bank or to the IMF, WTO, UNCTAD/WTO Internationd
Trade Centre, the World Customs Organization and Transparency Internationdl.

Efficiency

Any Audit that finds serious failings in integrity is bound to show subgtantid inefficiency. Sudtained
ddays and complications are a necessary pre-condition for regular, successful, extortion of irregular
payments for exceptiond facilitation.

Unfortunately, such practices are not confined to exceptiondly expeditious handling of norma
procedures for legitimate transactions. They spread out, al too easly, into routine arrangements for
reducing or evading duties and taxes and falsifying exchange and other control records, for dishonest
traders, with the additiona anti-socid dimension, in some economies, of illicit deals with drug traffickers,
counterfeiters, other crimina fraudsters.

In any of these circumdiances it is extremdy difficult to assess integrity and efficiency in useful isolation
and, in an initid analyss the Auditor may be obliged to fdl back on perceptions. The key question
posed for remedid action is whether dishonesty is so prevaent and strongly rooted, within a supporting
culture, that it will st acute difficulties for improvements in efficiency or, conversdly, how far a
subgtantia, wdl-directed and sustained attack on inefficiency would be likey to undercut and,
eventualy, defeat chronic malpractices.

In any event and regardless of any attempt to disentangle these two factors, andys's should include a
careful, comparative examination of established inefficiencies.

With an eye to eventud remedid action it isimportant to establish the quality of information handling. If
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Customs/carrier/trader interfaces are dill managed by paper documentsiit is essentid to have some idea
of the qudity of that paper, in such respects as the required number of copies of, for example, the
import declaration, the use, if any, of Customs forms digned to the UN/ECE Layout Key and the extent
to which externd influences, for example arrangements with the EU or prospective use of ASYCUDA,
may be introducing the Single Administrative Document (SAD).

If automation is in sght, analysis should take account of the nature, extent, time-scae and ingdlation
and management responsibilities atached to any publicly known or likdy commissoning and testing
programme. Some measure of automation may adready be in place. This is by no means a necessary
advantage. There are a number of developing countries in which far-sghted administrations were quick
to introduce computerized procedures at a comparatively early stage in general Customs practice. Most
of these systems, some going back as far as twenty years, have been subjected to so many successive
adjustments that they are now in urgent need of early complete replacement.

Unfortunately they have often retained their origindly wel-judtified role, as departmenta status symbols
and the fact that they function, at dl, is seen, by governments and Customs, themsdlves, as sufficient
resson for soldiering on and avoiding the new, substantial expenditure inherent in an up to date
replacement. The Audit should have identified such circumstances, so that Andyss can assess ther
relevance to eventud remedid action.

Given the long lead time required to design, ingtal and commisson a Customs automeated system some
Audits can occur a an interim stage between complete reliance on paper and the find, irrevocable move
to computerization.

It is important to establish exactly where, dong this line, any such project is placed & the time of Audit
and to assess the qudity of available externd expert advice and the extent to which management has
secured the support and understanding of interna aff.

Opposition can take some curious forms. In countries with sharp gender digtinctions, male staff may see
the obligation to use keyboards, formerly associated solely with femae typidts, asliterally degrading.

Moving from the mechanics of data handling to Customs procedures the Audit should have carried out a
rough check by comparing these with the requirements set out in the General Annex of the revised
Kyoto Convention or in the reevant provisons of the Internationa Chamber of Commerce Customs
Guiddines.

Andyss should seek to identify the main dements in any serious deficiencies in this key procedura
sector. These dements will include working hours, sdlary and other reward leves, recruiting methods,
traning resources, integrity dandards, condraning legidation, reliance on agents, management
leadership and supervision and access to information and advice on good Customs practice e sewhere.

It will be essentid to include assessment of practice as well as procedure, and to relate such items asthe
provison of binding rulings, to the broad legal background in respect of the publication of rules and
regulations, the fixing and application of pendties and rights of gpped to externd “neutrd” arbitrd or
judicid tribunds

41



Port M anagement

Port operdtions are so0 intimately related to Customs controls that it may be very difficult, in andyss of
Audit findings, to disentangle the two activities sufficiently to offer a reliable view of the qudity of port
management.

It isdl the more important, therefore, in opening the way for remedia action, to isolate some key indices
of port efficiency.

One obvious factor is labour reations. For many historica, socid and operationa reasons dock
workers, with very rare exceptions, tend to be un-cooperative, resstant to change, strongly unionised
and suspicious of, rather than concerned with, the future prosperity of their port.

In many developing countries the full advantages of containerization and other forms of multimoda

transport are still seded off by powerful port labour opposition to associated manpower reductions. The
pernicious post-war British innovation of shifting the employer-worker relationship — and S0 negotiating
authority - from the actual commercia operator to an abstract and largely powerless Dock Labour
Board has been followed esewhere in globa port practice and is till plaguing many port managements
long after Britain, itsdf, has moved on.

A summary account of labour relations and practices is, therefore, a key Audit dement in assessing port
management for purposes of Analysis and judging the scope for early improvemen.

How well does a port manage its own procedures? The Audit should have established whether there is
a written detailed account, in Smple language, of the exact steps necessary to move cargo in and out of
the port, to and from a specified vessd. If there is such a document it will supply vauable materid for
Andydss. If nat, its absence could supply a useful clue to a range of managerid and operational
inefficiendies

One of the problems in interpreting such indices to yield useful facilitation assessments is the rdative
isolation of many locd trading communities within their own port and transport environment.
International carriers, operating in many countries, can often be a sound source of information on port
and related Customs performance.

They may accept as normd what their commercid counterparts e sewhere would find unacceptable.
Analyss, therefore, may need to fal back on some externd parameters.

How far, for example, have inefficienciesin the port limited its ability to capture of available trangt traffic
or atract main or feeder container ship services? What is the commercid experience of damage and
loss to cargo in the port, reflected in insurance rates?

The Audit should have established whether the port is just a landiord or a commercid supplier of
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substantid services If a landlord, Analysis should consider the degree of private activity within the
overdl port operation and, if there is a nationa port authority, how much freedom is afforded to an
individua port.

Despite through trangport practices many ports are not only noda points for the physicd transfer of
cargo from sea to land or vice versa, but must also take account of, and, to some extent manage,
associated changes of ownership.

These changes may include some assumption of responghbility by port management. If the assumption of
that respongibility is unreliable or inadequate other interests — the shipowner, with obligations under the
bill of lading, or the import agent with duties to his principd — will have to build extra protective
measures into their own procedures with inevitable complications, cogts and delays within the overal

origin-destination movement of consgnments. Anaysis should take record and assess the effects of such
factors.

Commercial Integrity and Compliance

Officid mapractices, especidly by Customs gaff will often figure among the mgor obstacles to easy,
economic cross-frontier trading. It would be naive and unhepful to register and explore these difficulties
without considering corresponding standards of business behaviour.

In such analysisit isimportant to remember the difference of satus between possbly collusive partners.

The dishonest Customs officer can exploit a wide range of legidative powers. If hisimproper advances
are rgjected he can use — or abuse — his legd powers, often for very long periods, to victimize the
resstant trader or carrier. In countries where Customs salaries are inadequate, and mapractices are
prevadent, reporting individud irregularities and gppeding againg subsequent victimization will usudly be
counter-productive.

If, on the other hand, a honest Customs officer refuses kribes offered by a fraudulent declarant, the
latter has no Smilar subsequent means of enforcing his approaches.

At the same time, in the very different circumstances of a predominantly honest Customs administration,
the crimind fraudgter or illicit drug trafficker may be able to offer very subgtantia inducements to tempt
otherwise reputable officers.

Andyss should draw on Audit findings to evduate sandards of commercid as wdl as Customs
behaviour and give aview of the overal nature of the problem.

In many countries agents offer wel-undersood means of laundering improper Customs-trade
arrangements for a any rate routine purposes. The trader principa pays agent’s fees wdll in excess of
the commercid services rendered and the agent uses the hulk of this margin to satisfy systematic
irregular demands from Customs.



Such practices may have to be seen and recorded as regrettable but “norma” responses to chronic
culturd improprieties. Andyss mugt distinguish them from exceptiond arrangements to cover acute
crimind activities.

This part of the Anadlyss should include an assessment of Customs ability and concern to test and record
commercia compliance standards. In countries where Customs behaviour standards are generdly
doubtful it may be unredidic to look for relief in action directed solely and primarily to Customs
themsdlves.

A more rewarding, indirect approach could be by way of encouraging a Smple but effective set of
trader/carrier compliance tests and standards. In tightening disciplines on traders Customs will be
obliged to improve the trangparency, and so qudlity of their own operations.

Regulatory Framework

It is essentid for the Audit to supply information on which to base a reliable assessment of the quality of
the regulatory framework governing the gpplication of officid requirements to cross-border trading.

It is impossible to form a reasonable judgment of Customs efficiency and integrity without a broad
assessment of the quality and clarity of the regulations that these officias are obliged to interpret and
implement. Vague, outdated and ambiguous regulations are, at best, reasonable causes of inefficiency
and, at worgt, breeding grounds for dishonest practices.

Key congderations will include:

?? The Customs Code

?? Apped procedures

?? Pendties

?? Arrangements for publishing regulations and notifying changes

?? Provison for advance binding rulings

?? Operationd links between officid control agencies

?? Accesson to, and implementation of, relevant internationa instruments, for example the
WCO Harmonized System and Kyoto Convention

?? Legd setting for use of information technologies

Customs Code

The Audit should provide answers to the following questions —
Isthere an easlly available, up-to-date printed verson?
What isthe date of the basic Code?

How, and how often isit modified?
Doesit need radical overdl revison?



Analysis should draw on these answers to make a broad quditative assessment.
Appeal procedures
The Audit should afford arough idea of the nature and frequency of Customs/trade disputes.

This information needs to be supplemented by information on provisions for goped within Customs, any
arrangements to enable gppellants to move their case to outside judiciad or arbitrd tribunds and the
extent to which disoutes are routinely settled by conciliation and financid adjusment, rather than
recourse to the courts.

Andysswill need to bring these factors into a useful relationship with Customs and commercid integrity,
the regulatory framework and pendities, prior to consderation of relevant remedia action.

Penalties

In advanced Customs practice classca pendty provisons, designed to discourage and punish
fraudulent acts or gross negligence, are being supplemented by much more subtle coercive and
stimulatory measures, based on the grant, denid or withdrawa of exceptiondly smple, and so
expeditious, procedures.

An express carier, for example, needs reliable, predictable and rgpid Customs clearance of his
condgnments in order to fulfill his basc commercid obligations. Customs sarvices, tha rely on
satisfactory compliance records and audited computer systems to justify rapid processing in line with the
WCO Immediate Release Guiddines or UK Loca Clearance procedures, know that the withdrawal of
such facilities, resulting from some error or misbehaviour, on the part of thet carrier, will face him with
very serious adverse commercial consequences. In this way, market forces come behind and support
good compliance with officid control requiremernts.

Audit findings on conventiona pendty provisons and practices should be analyzed in conjunction with
generd leves of Customs and commercid integrity and efficiency to establish whether Remedid Action
could include some initid steps towards incentive-based control disciplines to supplement and,
eventudly largely replace, pendties solely designed to reduce and suppress operationd inefficiencies.

Such a shift of emphass, in conjunction with basc compliance testing and the dements of risk-
assessment management, could bring about a gradua but irreversble, raising of Customs and business
behaviour standards.

Publication of Regulationsand Changes
Early facilitation work concentrated on smplification and standardization. More recently, there has been

additiona interest in transparency. Attention has widened from content to the ease with which it can be
known and acted upon.



How far are traders and carriers able to ascertain, with reasonable precison and certainty, what they
must do to comply with officid controls, in whatever gate of Smplification and harmonization they may
find them?

The qudity of Customs/trade working rationships, varying between sustained mutud suspicion and a
broad sense of common interest and purpose, is a mgor factor in devisng and implementing any
nationd facilitation Srategy.

The Audit must establish rlevant facts, and perceptions, including the broad nature of the basc legd
obligations that are cast on Customs and other officid agencies and then st the regulatory scene for
international traders and carriers.

Some of the ingredients of the regulatory framework are examined earlier in this paper, but it is
important to establish how far those who are obliged to comply can be sure what they have to do and
how this obligation may dter, from time to time, to reflect changesin fiscd, socid or trade policies.

In certain countries information is gill regarded as too vauable a commodity to be widely circulated.
Some Customs restrict notification of changes to licensed agents or delay any wider circulation.

Methods of publishing basic regulations and modifications can vary from ex post facto exhibition of a
notice on Customs premises, to advance entry on an Internet website.

Modern facilitaetion practice digns officid information handling operations with the commercid systems
in which key trade and transport data are generated. In these circumstances of direct communication,
the need for Customs to rely on intermediaries, including agents, is progressively reduced. This, in turn,
can put new, direct obligations on traders to understand and comply with officid control requirements,
S0 that they may design and operate their business systems accordingly.

This strengthens the case for widening the scope of regulatory publication, ensuring that this covers
changes and that, whenever possible, these are notified sufficiently in advance of implementation to
enable traders to make their own in-house adjustments. Andysis, based on the Audit, should include an
assessment of relevant Customs practices.

Publication of underlying rules should be supplemented by generdly avalable information on how, in
practice, these are interpreted and implemented.

It is important that such rulings should be given full publicity. While any information that helps traders
and cariers meet Customs requirements is vauable, rulings, whether sought or not, which impose
classification or valuation decisons on a particular trader ought to be known and applicable to al other
declarants, presenting smilar consggnments in Smilar circumstances. Otherwise Customs can become
the unintentional agents of unfair commercia disadvantage.

The Audit should produce sufficient background information on Customs practice, under this heed, to
aid Andysis and point the way to Remedid Action.

Advance Rulings



Predictability has gppeared, dongsde transparency, as a relatively new but increasingly important
facilitation factor.

Advance rulings, binding on the Customs adminigtration concerned, have strategic as well as day-to-day
commercid importance.

Routine compliance with Customs requirements is much smplified if tax and other outcomes of a future
transaction can be known in advance of physica movements of rdevant consgnments.

Smilarly, rdliable foreknowledge of Customs classification and vauation decisions, gpplied to specified
goods, is essentid if traders are to be able to postion supply, production and digtribution facilities to
best compstitive advantage within a globa operationd environment.

There are associated integrity benefits. A trader, subject to al usuad commercia pressures and seeking
rapid release of his import conggnments, is particularly vulnerable to requests for irregular payments to
avoid lengthy disputes with Customs. Delegated authority to fix vaue and classfication offer dishonest
officers very convenient perches for petty peculation.

Negotiations on advance rulings can dert traders and Customs aike to any likely differences of opinion
and enable these to be adjusted long before the goods arrive for clearance.

The Audit should have shown whether Customs offer and operate advance rulings. It is important to
obtain confirmation and comment from commercia users.

Operational links between official control agencies

It is now generdly accepted facilitation wisdom that there are solid benefits in converging frontier
controlsin asingle adminigtrative hand, usudly Customs.

Most Customs aready collect trade statistics at export and provide documentary checks in support of
any surviving exchange redrictions. Some have limited obligations to identify breaches of security and
public hedth requirements a import.

Andyss should evauate the pogition, note the extent to which the convergence principle is reflected in
and assgted by legidation and consider how far its practica implications are understood in Customs and
other rlevant government departments.

Accession to International Conventions

The man international Customs indruments are the WIO Vauation agreement, the WCO Kyoto
Convention on Simplified Customs procedures and the WCO Harmonized Descriptor System. A
WTO Agreement on Non-Preferentia Origin Rulesisin preparation.

Implementation of the Vauation Agreement is an obligation onal WTO members, with some extensons
of time-limits for certain countries with pecid difficulties in moving from the practice of frequent, admost
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routine chalenges of the declared import value to the WTO requirement for its prima facie acceptance.

Cugtoms in countries that implement the Agreement are obliged to train staffs to carry out certain key
control functions that may, previoudy, have been delegated to preshipment ingpection agencies. This has
important implications for facilitation and the future .

The Kyoto Convention has been revised recently to bring its provisons fully up-to-date in respect of
such advances as automation and risk-management. It may be some time before it acquires the
necessary minimum number of sgnatories to come into dfect. Meanwhile the existing text supplies a
most useful fadilitation check-list of current Customs practices and the revised version can help map the
scope and vaue of any plans to improve Customs procedures. Some Kyoto Standards may require
legidative changes.

Customs application of the Harmonized System is a striking example of standardization divorced from
amplification. The origind WCO concept of a smple four digit code, as requested in the ‘sixties, by
trade interests, was dmost immediately enlarged to Six digits.

While this is 4ill the limit of the forma sysem, many Customs exceed this for their own tariff, trade
policy or satistical purposes, and there are examples of a nationd adaptation running to thirteen digits.

Given the growing sgnificance of Customs automation, for many facilitation improvements, analyss
should take into account not only whether or not the Customs service applies the Harmonized System
but dso a what level of complexity and with what results for both the Customs administration and the
commercid community.

Legal setting for information technologies

The scope of such a setting can range from a basic acceptance of an dectronic equivdent of manud
ggnatures to a detailed legd reflection of data privacy rights.

A facilitation audit will need to identify and assess not only the quality and range of specific responses to
the changes in Customs practices enforced by rapid and radica development in trade and transport
needs, but aso the ability of the nationa legidative mechanism to process essentid changes in the legal
framework within an acceptable time-frame.

Few problems, under this head, concern Customs adone. Mogt arise from differences between
commercid innovation, hardening into practice, and a necessarily retarded governmental judgment that
such changes have acquired sufficiently wide adoption to require amendment of officia procedures.

The Audit should, therefore, afford some ingght into the individud and relaive state of technologica
advance in civil service and commerce respectively, so that some rough estimate can be made of the
prospects and likdy timing of necessary legidation to ded with particularly desrable changes in
Customs requirements.



Multimodal Transport Operationsand L egislation

Many developing countries are gill in the complicated process of assmilating multimoda transport,
especidly in its containerized manifestations. Customs procedures may still be molded to lengthy loading
and unloading of easly accessble individua consgnments to or from quay or warehouse and traditiona
methods of arranging inward or onward movements by road, rail or waterway as separate operations.

Those procedures are quite ingppropriate when faced with large, sedled containers, moving within
globdly integrated multimoda trangport syssems to gtrict origin-destination timetables.

Ports in developing countries attract large numbers of forwarding agents, often doubling as Customs
agents or brokers and competing on cost rather than quality of service. In advanced economies some of
the larger traditiond forwarders have long snce developed a range of new expert functions, including
the provision, as principles, of through transport operations, with al associated obligations to the cargo
owner, indluding assumption of risks and a single inclusive price for the entire journey.

Conversdly, some cariers have extended ther logistica services to include forwarding and Customs
agency functions within asmilar “non-vessd owning” through-transport operation. Mgor ocean carriers
were the first to make these extensions but severd road carriers, and express ddlivery services, based
on arfreight operations, have entered and enlarged the multimodal transport scene.

As dl these activities are driven by the competitive imperatives of modern globa trading, the extent to
which they are avalable to manufacturers and traders in developing counties is of considerable
economic sgnificance.

This points up the importance of legidative adjusments, without which many key multimodd functions
are ether impossible or, a any rate, impracticable.

It is particularly important to identify any legd changes that might be necessary to permit combined
trangport operators to establish basic services and enlarge these in tune with growing commercid
requirements.

One of the centrd problems is the lack of a valid international convention to provide an accepted
framework for defining the responsbilities of these operators, in the same well established terms that
dready gpply to maritime and air carriers.

The lack of arecognized lega standing for the combined transport operator can have arange of adverse

economic effects. Loca forwarders are deterred from entering the market and so ther indudtrid

customers have to seek these increasingly essentid services from outsders, who may be rdatively

unfamiliar with ther trading conditions and needs. Exchange control authorities may refuse to meet
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legitimate requests for hard currency againgt disbursements to subsidiary carriers, and documents issued
by combined transport operators may be denied full legd status.

Facts educed by the Audit will need to be interpreted to show how far operationd habits have been
adjusted to the disciplines of combined transport. Customs and port working hours and restriction
imposed by port labour are very relevant. Forwarding structures and service offers are aso important.

Anayds should examine the additiond redtrictive effect of any surviving privileged, or even monopoly,
national shipping lines and other parastatal transport services.

Account should aso be taken of the extent and quality of legd measures supporting and defining
combined transport practices.

Given the complexity of a carefully timed internationa combined transport operation, related commercia
management will rey very largdy on computer systems and efficient communications. These will not be
able to interface effectively with authoritative officid agencies, induding Customs, unless they, dso, are
reasonably well automated. It follows that these trangport activities will be especidly sendtive to the IT
consderations mentioned later in this paper under “ Automeation”.

Payment Systems

Trade with developing countries is usudly characterized by financid uncertainty. In any given transaction
there may be substantid doubts about the availability of payment funds from a controlled exchange
system, the vaue of the nationa currency at the time the goods are handed over, and the persond or
corporate solvency of the trading partner.

The main characterigtics of the classcal documentary credit payment system, designed to diminate the
trading risksinherent in such Stuations, have aready been noted in Audit.

While international payment systens for persona expenditure have moved in a rdatively short period
from inter-bank Letters of Introduction, through travelers cheques, to globally accepted credit cards
with automated payment facilities, this type of credit, based on the “sde of documents’ has remained
largely unchanged since the nineteenth century.

Banks carrying out such exchanges, giill refuse to use modern data base interrogetions to check the
intringc qudity of key information — does the vessdl, named in the Bill of Lading or the Chamber of
Commerce, issuing the Certificate of Origin, redly exist - because to do so would greatly extend their
traditiondly minimd, legd obligations

Thisis an area in which Audit finding can be particularly deceptive. They will very rardy disclose any
serious dissatisfaction with the system or the way it is administered.

This is not surprisng. Modest traders, in developing countries, are too busy dedling with day-to-day
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operations to reflect on the possible modern dternatives to a payment method which has no apparent
riva and, in some countries, may be gipulated as an officid requirement for certain foreign exchange
puUrposes.

In addition, and more importantly, such traders are dmost aways dependent on their banks for arange
of essentid financia services, including conventiond bridging and operationa loans.

They will be undergandably rductant to question banking efficiency, especidly as they may have no
means of forming any comparative judgment. They may be satisfied with the rapidity with which they
can obtain a letter of indemnity, and never question why the system is so badly managed as to require
such a stop-gap, often expensive, adjustment.

It may be more informétive, therefore, to discuss Audit results with agents, who see the practical results
of documentary credit inefficiencies in delays to release of goods by carriers, and may not be as reticent
asther principdsin criticizing banking standards.

Analysis should aso consider the proportion of credits that require Letters of Indemnity. These should
be exceptional expedients and not, asin some countries, most stlandard practice.

When asked to judtify the continued use of a patently outdated documentary payment method, banks
invariably contend that they merely respond to the requirements of customers and that present practices
seem quite acceptable.

The centrd regulatory forum, the Banking Commission of the Internationd Chamber of Commerce,
makes no provision for participation by any user representatives.

Accumulation and interpretation, by the World Bank, of rdiable information on the adminigtration of
documentary credits and the relevance of that method of payment to modern commercid needs, could
fill an important gap in trade facilitation understanding and representations.

This would exemplify the way in which Audit and Anayss methodologies, can draw mgor policy
conclusons from cumulative case materid, assembled and combined within an iterative review process.

In addition to payment for the goods, the internationd transaction will normaly include payment of
Customs duties and transport and port/airport charges.

Customs in developing countries often require the payment of duties before releasing the goods. This
can be a frequent cause of delay and dispute, with the added problem that the carrier who is presenting
the goods may have no immediate access to the trader who holds key financid data.

A two step declaration process, dlowing release of the goods on the basis of a summary declaration,
with provison for a later submisson of necessary additiond data by the trader, before final clearance,
can be avauable dternative, especidly if backed by suitable bonding or guarantee arrangements.

Andysis should include an assessment of the qudity of the Customs payment procedure.
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Port charges can be particularly complex and are often related to factors that can lead to frequent
disputes and associated delays before the port rel eases the goods for onward movement.

It will dways be hdpful if port charges can be smple and easily calculable in advance o that, if the
terms of sale alow this they may be included in the overal purchase price. Trangport charges seldom
cause any serious fadlitation difficulties because they are mostly levied by carriers competing for
cusomer satisfaction with hepful smplicities.

Automation

Audit should show up the automated date of play in al main trade sectors, with specid, but not
exclusive, attention to Customs.

The key factor in assessing possbilities of progress is the rdationship between commercid and officid
practices and the role of intermediaries.

Over the last twenty years the typica progression has been:

?7? Acquistion by traders and carriers of small computers for routine office tasks

?? Inddlation of larger sysems by Customs to manage accounts, sdaries and subsequently,
payment and other procedures

?? Obligation on traders /agents to give paper declarations to Customs clerks for input to officia
system

?7? Facility for agents/traders to use “dave’” Customs computers to key declaration datainto officia
systems. Even when initidly confined to agents, thisis usudly termed “Direct Trader Input”

?? EDI submission by traders/agents and carriers of declaration data from audited commercia
gystems, often on a batch basis and at agreed periods after release of the goods

?? In cetan sdected indances, management of Customs data requirements largey by
traderdagents/carriers, with Customs relying on systems audits and ability to access and
interrogate these systems directly.

It isimportant for analysis to draw on Audit findings to fix the position of the Customs/trade relaionship
adong this broad path. In addition, the Audit should have established the extent to which Customs
computerization has been based on revised and reformed procedures as opposed to asmple transfer of
paper-based practices to automated counterparts.

In consdering the qudity of Customs systems it is important to take account of staff attitudes and the
likelihood, in countries where corruption is commonplace, that irregular payments, associated with such
documentary requirements as slamps or signatures have been trandated into equivaent opportunities
within new, computerized procedures. Such information will be highly reevat to any subsequent

integrity programme.
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It is dso useful to interpret Audit findings on carrier systems, s0 as to identify externd automation
resources of, for example, mgor shipping lines, internationa airlines or globa express services, which
could bring interim improvements to information handling, prior to more generd advances towards
automation.

The Audit should aso include some account of the extent to which the main players have seen and
responded to the need for sound standards policies. Raticular attention should be given to use, or
possibly abuse, by Customs, of the Harmonized System any continuing commitment to much publicized,
but now, in some respects, outdated, EDIFACT messages, and, looking ahead to likely developments,
the potential vaue and practicdity, for Customs and traders of a Unique Consgnment Identifier on the
lines currently under consideration by the WCO.

Fecilitation drategies in developing countries have to ress the temptation to see progress as a
necessarily gradual move through al stages of experience in advanced economies. The aim should be to
promote and apply the best of the latlest solutions to the fullest extent possble in any given
circumstances.

The Analyss should, therefore, take specid note of Audit indings on the extent to which dl rdevant
commercial and officia sectors have access to, and understand how to exploit the new resources of the
Internet, particularly in respect of the now very large stores of useful and up-to-date information
avalable from webgtes.

Where Customs have ingdled, or are planning to ingtdl, proprietary systems, for example, ASY CUDA
or SOFIX, the Audit should seek to establish the extent to which these respond, or are likely to
respond, to future needs for adaptation and improvement. Such an estimate will reflect the degree to
which future management of the system remains in the hands of the systems proprietor or is delegated to
the client Customs service.

Agents Functionsand Attitudes

In dl developing countries the functions and attitudes of the Customs agent, and/or broker, are mgjor
facilitation factors.

The Audit should position agents in any individud country in terms of ther practicd, as distinct from
legd, rdaionship to thar commercid principds and to Customs. While basc mutud rights and
responsibilities are usualy well defined by legidation and contract, there are many countries in which
agents operate, in practice, as much on behaf, and in defense of Customs, as in the pure commercia
interests of their clients.

In many developing economies a disproportionately large number of agents tend to compete on price,

rather than quality of service. Their expertise is rooted in, and so inherently defensive of, diverse and

complex documentation and individudistic manud procedures. Some enterprisng and innovative

companies, seeking such dternative, more positive activities, as logigticad advice or the operation of
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multimodal transport services, can often be inhibited by unfavorable legidation and officid inertia

Tribute has a0 to be paid to the extraordinary flexibility, resilience and resource of many agents under
extremdy difficult circumgtances. In parts of Africa, for example, afew leading agents hold the fabric of
dally supply and movement together across daily obstacles of port labour troubles, rail breakdowns,
road blockages, civil disorder and generdly inefficient and corrupt bureaucracies.

At the other end of the facilitation spectrum, automation, modern communication techniques and highly
amplified procedures have moved advanced Customs closer and closer to direct reliance on traders
and carriers commercid systems. While the traditiona need for intermediaries has largely disgppeared,
discerning “agents’ have developed entirdy new skills, combining logigtics and trangport expertise,
through their own advanced automated systems, to provide customers with a range of congantly
enlarged and enhanced services.

Andyss should pay particular attention to a careful evauation of the qudity of the agent community, its
make-up in terms of loca and international companies and the extent to which it is offering new and
improved services.

Some countries have adopted the US practice of imposing licensed brokers on traders who are unable
or unwilling to manage their own day-to-day interface with Customs. This may provide Customs with
some additional safeguards, not necessarily available in countries where traders have a free choice of
agents, but the practicad experience of licensang, in many countries, is that it can cregte a grey zone of
semi-officia mapractice. In addition, brokers directly dependent on Customs for their status, and so
liveihood, are correspondingly less concerned to serve their principas.

The Cecchini Report, commissioned by the EU Commission to establish frontier crossing costs, prior to
the Single Market, showed that in a member state gpplying licensed broker regulations, procedura
codts to traders were more than four times those in a free agency market. This gave the Commisson a
subgtantial argument for subsequent abalition of licensing requirements.

Apart from extra costs, the licensed broker is usualy seen as a potentid, if not actud obstacle to trade

fecilitation drategies. In countries where this system ill goplies, Audit and Anayss should present a
detailed assessment of its efficiency, costs and consequences.

I nstitutional Resour ces

Ingtitutions form the bridge from fact-finding to reform. Audit and Anaysis of these primary resources
should be proportionatdy painstaking and redigtic.

It is, for example, of little point to record, after Audit, that a country has a nationa Chamber of
Commerce unless this is identified as a Satutory body, with universa compulsory membership, on the

European modd, or avoluntary Chamber in the Anglo-Saxon tradition.
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The two main inditutiona groups are:

?7? Government departments and agencies
?? Trade associations and Chambers of Commerce

The Audit should yidd information on departmenta “pecking orders’. In most countries Finance heads
the list and Customs, usudly, in developing economies, a mgor source of its income, is well protected
from pressures or criticiams from other departments, though it may be possible to secure useful support
for Customs reform from such combinations as Economic Affairs and Industry and Commerce.

In certain economic Situations a free-standing Export Development Agency can widd considerable
influence, but it is difficult to enlist such an organization to ded with a set of Customs problems which
usudly focus on import procedures,

In many developing countries al such caculaions have to take account of minigterid persondities and
the over-riding authority of the Head of State or Prime Minigter, which while important andyticd
elements, are not easlly included in aforma report.

Trade associations need to be assessed in respect of their resources, staff expertise and politicd status,
usudly reflected in the leve a which they can atract Chairmen and Presidents. As, paliticaly, exporting
is often seen as a synonym for externd trade, and importing as a regrettable necessity, specia vaue
attaches to any Importers Association.

Andyss should take account of links to internationd organizations, including FIATA, IAPH, IATA,
ICS and IRU, and the extent to which these links are, or might be, exploited to dedl with facilitation
problems. Apart from the regular flow of information from such internationa bodies to nationd affiliates
through newdetters, and, more recently, websites, experts can often be provided for seminars and
workshops.

Smilarly some Chambers of Commerce benefit from working with their counterparts in mgor trading
partners. French and German Chambers are particularly active in supporting such relationships, and
being satutory bodies, with assured finances, can often provide vauable advice on many practica
aspects of day to day internationd trading. Nationa Committees of the ICC are directly connected to
the parent body, but the main flow of information and influenceis rather towards the central formulation
and support of internationa principles and policies than to purely nationd issues.

The Audit should have identified any examples of training and technical assstance to Customs from the
World Customs Organization, and noted the extent to which trade interests might have been included in
such activities. Specid attention should be paid to any Customs Consultative Committees that dready
brings traders, agents and Customs together to share information and consider operationa changes or
difficulties. A smilar service is often provided by Port Consultative Committees on which Customs are
amost dways represented.

Apat from forma inditutions the Andyss needs to outline and evduate the overdl qudity of any
perceptible commerciad communities. These are usudly most evident in and around maor ports, where
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banks, Customs, any exchange control agencies, and transport interests come to a common daily
operationd focus. There is a noticeable lack of such potentialy useful concentrations in landlocked
countries, mainly dependent on road and rail movement across often isolated land frontiers.

These informa, often unrecognized groupings represent the broad potentid facilitation market and, at
the same time, the main source of long-term interest and support. They are the main instrument on which
to play Remedid Action tunes.

I nformation and Consultation

Much of the Audit will be concerned with identifying and describing individud eementsin a set of trade
and trangport activities. Anadys's needs to complement the resulting picture with a careful account of
information flows and consultative links between principa actors, notably business and government.

These will provide the basic facilities for passng the messages and securing the co-operation essentia
for effective remedid action.

The mere exigence of an information flow or consultative mechanism can be meaningless or even
mideading without qualitative assessment.

The timing and circulaion of information is sgnificant. Are changes in Customs requirements notified
well before, or only &fter, the event? Are they given, in Smple operationd terms to traders as well as
agents? Are traditional press and direct notices supplemented by website postings?

Information is often seen as a source of power or influence and those who have it tend to retain it for
their own use and advantage. Its most extreme form is the legdly enforced secrecy that characterizes
some agpects of government even in the most advanced societies. There is a much more generd
disnclinaion to place any officid information in the public domain, and pardlded by commercid
confidentidity in repect of any information associated with competitive advantage.

The combined result of such condraints, in many developing countries, is an information desert, irrigated
here and there by trade journas, commercid advisory services and occasond, often tardy, officid
notices. These basic difficulties are aggravated by language problems that greetly reduce the effective
vaue of the massve dore of up-to-date information now available on the Internet.

Anayss should evauate the broad state of information play and categorize the main sources of useful
commercid ad officid inteligence.

It may be difficult to identify, let one assess facilities for consultation. These can vary from question

and answer possihilities a individua Chamber of Commerce or trade association meetings attended by

speakers from Customs or other government agencies to forma, permanent Customs or Port

Conaultative Committees. Some countries may have ventured on a nationd facilitation committee or, at

any rate, an UNCTAD Trade Point, which could be used as a base from which to develop consultation.
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Sometimes, in dtuaions where there are no established consultative channels, traders may have
recourse to isolated ad hoc approaches to relevant government departments in order to air and seek
relief from some particularly difficult regulation.

Consultative mechanisms should be consdered againgt the background of some overdl judgment of
government/trade relations. In many developing countries these are pervaded by mutud, often judtified
suspicion. The success or falure of eventud Remedid Action will mainly depend on the chances of

improving confidence.

The Audit should lig dl sgnificant consultative structures, channds and activities o that Anaysis can
arive a an initid esimate of their posshilitiesin terms of likedly remedia action.
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PART THREE —-REMEDIAL ACTION



I ntroduction

A remedid Action Plan may be part of a stand done trade facilitation project or cal for a facilitation
element in a specific proposal for port development, border crossing improvement, airport investment or
export promotion. The operationd and economic background to any of these will vary from country to
country.

The resulting range of possible stuations rules out any attempt to offer prescriptive solutions, which
mug, in any event, depend on preceding audit and andysis.

This section of the paper, therefore, is cast in generd terms, opening up approaches, identifying possible
sources of help, Sgnposting obstacles and outlining some broad remedia techniques.

While the assumed framework is a reasonably comprehensive trade facilitation project, much of the
materid may be useful in relation to other more specific objectives. 1t will often be found, in practice,
however, that what appears to be a port difficulty may reflect a Customs problem, while an apparent
Customs deficiency may be linked to banking ddays.

A consgnment meets many commercia and officid requirements when crossing a nationa frontier and,
while it is possble to trace these out separately within the overdl information handling system, it may
then be impossble to make individua improvements in isolation, because of the way in which one
function depends on and affects others.

The remainder of this sector consgders remedia action in relation to:
Core functions

?? Cugtoms

?? Port operation
?? Transport services
?? Payment sysems

Conditions for success

?7? Credibility

?? Support

?? Inditutions

?? Privaisation

?7? Performance measurement and costing
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CoreFunctions

Customs

Integrity
It isimportant to digtinguish between exceptional and endemic dishonesty.

A remedid Progject is unlikely to offer much useful support to the management and disciplinary skills
necessary to limit unusua departures from high professond standards.

In many developing economies, however, the problem will be a general deficiency in Standards
throughout the Customs sarvice, within the wider setting of a generdly lax officid and commercid
culture.

While any rdliable and sustained success in fadilitation will lie on the other Sde of this behaviourd
barrier, it would be pointless to see subgtantial improvements in integrity as a separate and preceding
exercise on the way to efficiency.

The key to progresswill lie in acarefully sequenced set of measures aimed at railsing competence at just
those procedura points that are the most favourable and convenient for illicit payments.

Remedid action, therefore, should focus on such procedurd functions and dements as vauation,
ingpection, classfication and requirements for signatures. These factors, in turn, will need to be reated
to such genera considerations as automation, risk-assessment, rotation of staff responsibilities, provison
of advance binding rulings, publication of regulatory requirements, consultative arrangements with the
trading community and dispute and gpped procedures. The ICC has a ussful Customs Integrity Toolkit,
focused on these functions.

Invauable indght into the nature and characterigtics of Customs corruption, dong with basic ground
rules for effective correction, can be found in the OECD Development Centre Technica Paper on
Fighting Corruption in Customs Adminigiration.

Efficiency

The basic requirement of efficient Customs services in any reasonably active port, airport or border
crossing is an ability to reconcile control with facilitation. The core Customs function is to check
information to ensure that consgnments, as declared, conform with al relevant controls and then to
ensure that the consignments conform with those declarations.

These requiremerts lead to a sequence of documentary and physical ingpections.

The primary Customs document is the export or import declaration.
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Many Customs declaration forms are sill unnecessarily complicated but even so only cover Customs
requirements.

The Action Plan could include provison to look a al adminidrative interventions on export or import
consgnments to see how far these could be met by a single administrative document, which would
include the Customs declaration. This should be designed in accordance with the United Nations ECE
Layout Key. Quedtioning the need for certain items of information, in the course of this documentary
amplification is bound to lead to an examination of the relevant procedures and so open up useful paths
to more extengve facilitetion.

A dsngle adminigrative document will not only reduce and focus information requirements but aso
promote the facilitation concept of convergence of officid controls in the hands of a single agency, inthis
ingtance Customs.

Cugtoms insistence on the use of officid printed forms should be waived in favour of copies produced
by the trader/agent, from plain paper, usng an office copier or compuiter.

It is worth noting that Customs automation, even on a modest scale, can provide a very favourable
opportunity to introduce documentary ssimplification and standardisation

As a matter of course or on occason, Customs may cal for and examine an underlying set of papers,
typicaly an invoice, certificate of origin and transport documents. They should be encouraged to reduce
the incidence of requests for submission of supporting documents, preferably within a move to risk-
assessment as recommended, below, to reduce the incidence of physica inspections.

The most obvious - and traditiona - means of checking that the goods conform with the information
supplied to Customs is a physicd check on each consgnment. This was fully feasble in times when
loading and unloading vessels could stretch into weeks but, quite impracticable when a seded container
may contain hundreds of separate conggnments and unloading and loading takes minutes.

It is now impossble to goply truly effective ingpection routines to dl consgnments, including the
emptying of containers and close examination, perhaps dismantling, of the container itsdf, without
bringing normal trade and trangport operations to a grinding halt.

Some Customs services have taken refuge in completely ineffective compromises, in the form of random
or so-caled comprehensive ingpection. Random sdlection reduces control to a sort of Russian roulette.
“Comprehengve’ ingpection, as gpplied to containers, means little more than bresking the sedls on the
container, opening it, taking out a few of the packages or pallets nearest to the door and then replacing
them, often with very little professond packing skill and consequent damage to what can be delicate
and fragile items.

Once the seds are broken the integrity of the entire origin-destination movement is breached, the
protective advantages of containerisation are compromised and the way is open to contingent damage,
pilferage and loss with consequent complications in terms of liability dams and adjusment and
inevitable prgjudice to customer satisfaction.
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The entire process is an open invitation to any moderaidy intelligent smuggler.

It is quite ineffective to try and meet this Stuation by a smple pressure on Customs to reduce the
incidence of physical inspections. Here, as a many other pointsin remedid action, full account hasto be
taken of legitimate public concerns for essentia controls and safeguards. It is essentid to facilitate and
judtify such requirements for improvement by offering guidance, training and technica assstance
especially adapted to the percelved needs for change.

In terms of ingpection this formula will cal for a carefully managed shift to the selection of suspect
consgnments and persons, through modern risk-assessment systems, based on profiles obtained
through professona andys's of reliable compliance records.

Automation

While much useful facilitation progress can be made in manua Customs procedures, based on paper
documents, modern Customs practice is now firmly based on automated use of dectronic information.

Reference has been made, in the Analysis, to the specia problems posed by what were once innovative
and have now become out-dated Customs computerisation systems. Customs services aready
operating such systems often take refuge from necessary replacement in a succession of modest and
largdly ineffectud adjusments. On asmilar leve of difficulty there are several examples of more recert,
one-off, individualy commissioned systems which do little more than trandate paper based procedures
into eectronic equivaents. Both these scenarios may offer much more resstance to facilitation than a
draightforward “clean date’ Stuation.

On the other hand, given the subgtantia costs of designing, ingaling and commissioning such facilities for
even a modest Customs service, related loan projects sometimes tend to see automation as an end in
itself, with facilitation and control as associated eements rather than primary objectives.

This can lead Customs to neglect a unique opportunity to use their own automation project as alever to
secure pardld reforms and associated changes in port and arport management and commercid
practice.

A mgor Customs computerisation, with a typica cost of $20m is a large investment which will lose
much of its potentia return if it does nothing more than introduce a greatly improved Customs activity on
an otherwise unreformed operationa environment. Every serious Customs automation project should be
Seen as apotentid core eement in amuch broader facilitation Strategy.

The main focus of fadilitation tends to fal on Customs operationa procedures relating to the goods in
movement across nationd frontiers. In documentary times it was very convenient to fuse the two crucid
events, release of the goods and clearance of the declaration, at the same point in Customs treatment.

As mentioned under Anadyds, automation has made it possible to separate these two functions so that
goods could be released rapidly, at export or import, to the carrier or agent, leaving clearance, including
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payment of duties and taxes, to be arranged with the trader, at later dates, convenient to both Customs
and declarant.

Progressive automation, therefore, has led to an understandable facilitation focus on Customs
procedures at the frontier. Reform and modernisation, however, should not lose sght of the very
important Customs requirements, notably value, classfication and origin, which are tending to move to
traders office management.

Here a high degree of standardisation, certainty and associated facilitation has been introduced by two
internationd ingtruments, the WCO Convention on the Harmonised System of Goods Description, and
the GATT — now WTO - Vduation Agreement with technicad adminigtration by the WCO. These will
be supplemented by the proposed WTO Agreement on Nonpreferential Origin, assigned to the WCO
for technical discusson prior to Agreement and probably returning there for subsequent day to day
maintenance.

Once a government has adopted these ingruments the main lines for Customs operations are settled and
the main likdly implementation requirement will be rdevant s&ff training.

Port Operations

Fecilitation, for the purpose of this paper, is concerned with the performance of the controlling
information systems dong the line of the movement of the goods and the means of payment on the
opposite direction.

Many of the main flows of such information meet in the port. Customs, largely an information processng
sarvice, are stationed there. Ownership often changes, and so payment requirements have to be met.
Transport information has to be passed between maritime and road or rail systems. The port, itsdlf,
handles, stores and charges, with associated information processing.

Ports, particularly in developing countries, tend to pay far more attention to physica fadlities then this
invisble infrastructure.

It will very often be necessary, for lack of any written procedurd ingtructions, to disinter and collate key
practices from a sort of corporate folk law.

An importat, initid remedid step will be the compilation of a printed, generdly available guide to the
procedures and documents necessary to move goods in and out of the port.

Thiswill not only serve amgor practicd facilitation purpose in signposting the procedura pathway, but
should dso provide detalled framework within which to consider the results of audit and andysis. The
process of preparing such a document will often stimulate the port itself, to detect wesknesses and
apply improvements.

Many ports have found it useful to establish, and make obligatory, a Standard Port Note, aligned on the
UN/ECE Layout Key, composed of a numbered set of forms, and serving, on the bass of the same
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gandard information, to advise the wharfinger of the arrival of the goods, help the ship owner issue a hill
of lading, asss the port to raise its charges and provide areceipt to the road carrier.

Reception of goods by the port, and so the forma assumption of responsibility is often hedged about by
unnecessary delays and ambiguities. If goods are |eft for long periods - and aday isalong period in this
context - in ano-man's land of open risk, the inevitable result is an attempt, by dl parties, to protect
their interests by some extra procedure and/or document. Such gaps in the respongbility chain should
be eiminated.

It may be impracticable for the port to charge Customs for the use of premises and equipment in
mesting, for example, physica ingpection requirements, but it could be salutary for portsto caculate and
publicise such cods as pat of the agument agang such inefficient Customs practices as
“comprehensive’ container inspection.

Customs practices influence ports at many points in cargo movement and associated information flows.
Both organisations, for example, rely on the early capture of reliable manifest data. In many developing
countries automation arrives at about the same time in both ingtitutions. There are evident advantagesin
arranging for co-operative development of adjacent port and Customs systems and their use of common
standards, for example, UN/EDIFACT EDI messages and the WCO Harmonised System (HS) of
goods classfication.

Some ports in developed economies have established community automation systems, sometimes
including Customs processing. These have proved highly beneficid in enabling traders and carriers to
use a dngle system to handle a wide range of other officid and commercid procedures, including, for
example, compliance with dangerous goods requirements. A remedia Action Plan should include some
provision to assess the state of automation play in the main relevant commercid and officid sectors, to
edtablish the feasibility and usefulness of promoting a port-based community system.

While problems arising from payment operations are consdered later in this paper some account should
be taken of ther influence on port efficiency.

While the limits set to fadilitation in this paper excude consderaion of physcd infradructure it is
important to mention the possible advantages of moving some key containerisation procedures from the
port to an inland clearance centre.

Many transactions are now based on terms of sale/purchase more in accordance with through transport
than the old FOB and CIF terms associated with port-to-port movement.

These arrangements are ket serviced by moving goods and procedures out of the port and nearer to
the point of eventud destuffing and ddlivery. Clearance centres, especidly where they can benefit from
on-gte Customs sarvices, can offer many facilitation benefits, as well as freeing vauable port storage
gpace for more remunerative activities.
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Similar benefits can be obtained from encouraging the provison and use of Customs procedures that,
subject to certain dipulated conditions, permit the secure movement of containerised goods for
clearance on traders own commercia premises.

Transport Services
The main facilitation issues posed by trangport occur in —

?? Road traffic interfaces with ports and airports and procedures at border crossings.
?? Maritime contacts with ports and onward/inward surface carriers
?? Air cargo operations a airports and links to road movements.

Road Transport
Road transport has two characteristics with considerable bearing on facilitation.

Firstly roadborne consgnments are usudly accompanied by a driver, who, according to circumstances,
may be an assat or a complication in dealing with officid and commercid procedures, and is aso the
subject of additiond requirements, such as a passport and driving licence,

Secondly pretty well al road movements can be considered as urgent. In some ports, for example,
where access is through urban road systems, serious delays soon extend out of the port into generd
road congestion and blockages. Drivers are often subject to restricted working hours and this can cause
gpecid concern in the many developing countries where border crossing is subject to frequent,
prolonged delays in Customs or security controls.

At ports the road trangport function is one of a number of contributory factors to a complex set of
procedurd interactions. At land borders, especidly when these are distant from any commercid centre,
it is unique and dl-important.

It is not surprising, therefore, that this mode of trangport is a foca point for routine corruption of
Customs and other officids. This is usudly endemic and relatively modedt, often redricted to the
judicious digtribution of cigarettes, but with obvious opportunities for much more dangerous malpractice.

The implications for improvement vary accordingly. Road transport to and from ports tends to draw on
and sarve a reasonably defined hinterland. Drivers are usudly familiar with port practices and
functionaries and acquire persond skillsin making the best of a bad procedura job.

Agents for traders and shipping lines take over many responghilities for moving the consgnments
through Customs and through much of the port system, as well as handling the functiond interface with
the vessd.

In this Situation improvements focus, naturaly, on those addressed, €sewhere in the paper, to Customs,
agents and shipping lines. It may be useful to breek new facilitation ground by seeking to build up
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information and advisory services, extending to seminars and short training courses, for a core
community of regular drivers.

Another useful practical step would be the production of a plagticated card, to be attached in a
convenient podtion in drivers cabs, setting out a sequentid summary of the steps to be followed in
moving goods in or out of the port to or from the designated vessdl, with useful telephone numbers for
specific additiona information. This could be produced separately or as a part of the work on an overal
port procedura guide.

Road border crossngs are in another facilitation world, in which drivers can come to direct procedura
grips with operationd Customs officers who may be dependent on a cumbersome documentary system
with minima communication to headquarters.

Furthermore many of those drivers, operating long-distance internaiond trangits, may be encountering
a particular frontier, with dl its complexities, for the firgt time. It could be completdly impracticable to
contemplate the sort of information/education proposas mentioned above for port based road
operators.

An additiond handicap is the dovious difficulty of reforming and assisting a single Customs outpost, or
even aset of border crossing services, separatdy from, or in advance of, basic improvements, including
automation, in centra Customs operations.

It may be possible, and necessary, in certain countries, especialy those with subgtantid trangt trade, to
seek generd Customs reforms in order to improve border crossing practice, but there are obvious extra
difficulties in securing commercia support or government understanding for sich a programme, in
comparison with the interest and assistance which may be expected in a mgor port, where facilitation
may be seen as an important part of a much larger economic equation.

There are dso timing difficulties. It may be highly desrable © ensure sound training in vauation, for
example, but to get such arrangements in place and obtain favourable results, manifest a a border, may
take years.

It may be essentid, in order to secure support for genera Customs reforms, to gain initia credibility by
some much more modest practical measures, with early evident effect.

Full use should be made of modern technology. Instructions, with practica hints on how to meet export
and import procedures at the border, including a list of documents required by both Customs services
and advisory telephone numbers could be offered to road operators, in a range of commonly used
languages, in cassette or CD form or on awebsite for portable computer access.

Every effort should be made to shift drivers problems away from the environment of an isolated border
post into the more helpful setting of an easily accessible, well-resourced advisory network.

A searching enquiry should be mounted into the posshility of automeating many border crossng
movements, especialy those where goods belonging to large, well-known traders are being moved by
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highly reputable carriers. For such movements, identified in a modest risk-assessment system, dl the
necessary information on vehicle, consgnments and driver could be incorporated in a secure smart card
at the outsat of the journey and checked at the frontier by the driver, through a card reading device
connected directly to Customs headquarters. This would offer exceptiona security and reduce the
opportunity and need for Customs corruption.

Furthermore queues would be reduced and Customs officers would be freed to ded more effectively
with other declarants.

Road trangport facilitation is strongly supported in many important respects by the Internationa Road
Transport Union (IRU) and propostions for specific improvements should be discussed with the
relevant staff experts.

Maritime Transport

The atitude of shipping services to fadilitation reforms varies sharply with types of cargo. Bulk
commodities usudly enjoy specidised berths and pass through Cugtoms with the minimum of
complication and delay. They are often carried in vessels owned or chartered by the producer or buyer
and so move under effectively sngle management.

They require little, if any, facilitation attention.

Miscellaneous genera cargo usudly requires and takes extended loading and unloading times, which
make Customs, port and payment delays less oppressve, but it usualy has to cope with the extra
complications of passing over severd functional interfaces between different trangport and handling
entitiesin the overal move from exporter to importer.

Fecilitation for the maritime part of the movement of these cargoes is addressed, in alarge measure, by
the International Maritime Organisation (IMO) Facilitation Convention. Existing officid and commercid
procedures should be checked againgt the Convention as a guide to identifying any mgor deficiencies.

Containerised and roll-on/roll- off condgnments are completely different facilitation stories.

Much internationa container traffic is managed from origin to destination by shipping lines or mgor
international multimoda trangport operators, usng advanced origin-destination tracking, tracing and
control systems, often linked directly to trader customers and usng community port-based automated
control and facilitation systems at key pointsin their internationa voyage network.

They pose a paradoxicad facilitation problem, because it can be particularly difficult to relate these
modern resources and practices to the obsolete, often paper-based, port and Customs procedures il
in operation in many developing countries.

Difficulty hardens into impossibility in countries where internationa shipping services are gill a protected
nationa monopoly.
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In such countries, poor quality Customs and port services may deter calls by container shipping lines
sailing to exacting time tables and seeking to minimise risks and delays to connecting onward and inward
cargo flows. Customs and ports are freed from the pressures which would be put on them by such
exigent users, but the economies in question and their business communities, lose the benefits of access
to these key trangport facilities.

Given that the bulk of internationa maritime trangport is now acommercia operation, the sort of
externdly gpplied facilitation measures that may be needed for Customs or a public sector port could be
completdly ingppropriate. The best way of bringing about smpler, more efficient and user-friendly
movement for maritime cargoes may well be to expose as many functions as possible to market forces.

There may be important and urgent facilitation needs, however, in the inland sectors of the full
multimodal operation. The possible benefits of inland clearance facilities has dready been noted. A less
tangible but at least equally red need may be new or amending legidation to afford trangport documents,
issued by anon vessd owning multimodal trangport operator the same status as traditional maritime bills
of lading. Another, much less frequent problem, which has to be dedlt with ad hoc, isthe practicein a
few countries of alowing privileged entry, under an international transport Convention, to aroad vehicle,
but then refusing entry to the driver.

Air Transport

Airport congtruction and extension projects have attracted increasing interest from lending and aid
agencies, but surprisingly little attention has been paid to airfreight facilitation.

Thismay well result from avicious circle — airfreight requires smple, expeditious export/import
formdlities if it isto judtify itsrdaively high cogs by rapid rdiable ddivery. If those formdlities are not
available arfreight will not expand and there will be no significant commercid pressures to bring about
necessary reforms,

Furthermore, many developing countries have depended, traditionally, on the export of bulk
commodities most of which are unsuitable for air trangport.

Severa important factors have changed in these commercid equations. In Centrd Aga, for example,
enormous investments are being made in oil and other energy sources. The rgpid inddlation and
subsequent maintenance of complex extraction and trestment plants requires urgent, religble delivery of
essentia components and spare parts. Given the difficulties of surface access, often over long distances
and severd land frontiers, airfreight is the obvious answer.

In many other countries, diversfication from bulk commodities and subsstence agriculture is being built
up in new commercid sectors, such as eectronic components, garmentsand flowers.

Components, for incluson in globa out-sourcing systems, have to observe extremdy disciplined time
tables. Garments, intended for the more remunerative fashion outlets, have to be delivered within the
small time windows imposed by seasons and sales. Flowers, by their very nature, have to move very
rgpidly to arrive in perfect condition. Airfreight is the established answer to such requirementsin dl
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developed economies. The absence of adequete, high-quality air transport services is a harsh handicap
on competitors from less favoured economies.

There are obvious posshilities of interesting synergies in relating these outward movements to empty
return capacity for imports of equipment and spare parts for industry.

Landlocked developing countries, especidly those at political odds with neighbours, have alife and
death interest in relidble, efficient trangport links with the outsde world. Very large economies, including
India, Chinaand Russia, have a specid need for airfreight to supplement other trangport services, to
provide reliably rapid ddiveries and to meet deficiencies in the surface infrastructure.

Findly the explosive growth of internationa express ddivery services testifies to a solid market,
responding to clear commercid and industrid requirements. Such services work to time table calculated
in minutes. They cannot operate in countries where Customs control takes days.

It is particularly useful for afacilitation Action Plan to recognise and seek to meet some main airfreight
needs. Apart from setting high remedia standards the innovation which characterises this sector of the
trangport industry and the state of the art communication and information handling processes which it
has devel oped aong the whole origin destination goods movement, could be a potent factor in devising
facilitation improvements in gpparently unfavourable circumstances.

One example might be the examination of the WCO Immediate Release Guiddines, devised to meet
express delivery needs for rapid Customs treatment, with a view to securing the gpplication of their
principles by Customs with little or no automated resources.

Given that the key dement in the Guidelines is the provison of selected declaration data prior to the
ariva of the cargo, it might be possible either to arrange Customs to use part of the
computer/communication facilities of a designated carrier or se to agree on acommonly funded, very
ample, fadility for receiving and treating such information in accord with Customs requirements.

The benefits of successin such arrangements would rapidly sporead well beyond the initid facilitation
bridgehead of the express industry. Customs would see the possibilities and advantages of such key
facilitation concepts as the separation of release from clearance and the selection and targeting of
suspect consgnments, based on risk-assessment and compliance testing.

It might be possible to link asmplified Immediate Release procedure with the sort of smart card
treatment of isolated border Customs posts suggested above under road transport.

Given that thereis practicdly no airfreight movement that commences or ends a an airport and that
inward and onward transport is normally by road, a modest measure of practicd facilitation can be
obtained by securing officia agreement to accept the air wayhill as a sufficient document of carriage for
the road trangport of an airfreight consgnment.

Payment Systems
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This sector dedls only with those aspects of payment in which the movement of goods in one direction
have to be rdaed directly to the means of payment moving in the other. The mgor example of this
procedural cross-bracing is the documentary credit.

Audit will often show little critidism of the way in which this syslem is operaing and andyss will
conclude that thereislittle need for remedia action.

This could often be quite mideading. As explained in Audit and Andysis, there are a number of interests
in play — banks, their customers and import agents, shipowners who cannot hand over a consgnment
until they receive an origind bill of lading, ports who are obliged to retain that consgnment until they are
natified by the shipping line that they may do so and Customs who may aso need to wait for the arriva
of certain supporting documents before they can accept the declaration and hand over the goods.

There are moves to produce some eectronic equivaent of the documentary system, but these, by their
very nature leave asde the problems of countriesin which autometion is till limited in spread and scope
and much could be done by smple devices, such asindgsting on express delivery of documents between
banks rather than the continuing use of postal services.

The problem facing this and any other remedid proposd is that there is no way a lending agency,
negotiating with a government, can invoke regulatory-type changes to an entirdly commercia system.
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Conditions For Success

Credibility
This paper makes no attempt to write an outline Action Plan or specify particular contents.

It is essentid, however, to draft any such Plan in full knowledge of the difficulty of persuading busy
managers, in commerce or government, thet there is a well-defined activity called “fadilitation’” and that
thisisrelated more to practica benefit than economic theory.

Unfortunatdly, a typicd facilitation project, for example the reform of even a modest Customs service,
especidly if linked to an automation programme, with a preceding procedurd review, and provision of
training, can take at least five years.

That is a very long time in the twists and turns of democratic government and the post of Director
Generd, Customs, is likely to change hands at least once during that period.

It isvery necessary, therefore to make up any Action Plan to secure early credibility and support to tide
over that longer time-scae. Some visible benefits should be achieved within the first year or so. A good
example would be the smplification of the import declaration and its extenson to cover dl other
adminigrative controls affecting the import consgnment. The generd circulation and use of such a
document, early in the Project, would encourage a belief in al the other advantages that should flow
from the comprehensive success of the full Action Plan.

The Plan should be congtructed so as to produce other smilarly tangible and generd benefits at regular
intervas throughout the project. An automation project, with its drict time-tables and precisely timed
deliverables could be an admirable structure within which to specify and provide such evidence of ussful
activity.

Support

Attention periods are short in the day to day trading and adminidrative world in which facilitation hasto
flourish. Support can be counted on for very little longer. A typica Action Plan will require a feding of
ownership going well beyond those who conceived and agreed to it in the first place.

The Plan will need the initid underganding and sustained support of dl the interests that contribute to,
and complicate, the information flow controlling the movement of an international consgnment. It may
be necessary to spel out the broad economic, politicd and socia benefits of smplification to
governments, but business managers and Customs officers will need to have a clear idea of just how
they will be advantaged in their own often relaively narrow functions.

These diverse concerns will be more easly handled if they can relate to a common initid gppreciation of
the scope, purposes and proposed working methods of the Action Plan. This will require a project
document summarisang the results of Audit and Andyss and setting out the full lis of suggested
improvements.
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This is often used as a source document for an initid seminar or workshop, but it may be more useful to
precede this by a set of informd discussons on a draft version, with the main representative bodies and
persondlities likely to support its implementation. It is highly probable that some of these will have been
known prior to the Audit and that a good many more will have been identified in the course of the

enquiry.

Success throughout the Project and afterwards may well depend on the extent to which leading actors
can be persuaded that they are respongible for relevant portions of the Action Plan and will benefit if
they are seen to bein favour of its overal objective.

Any and every stage in the implementation of the Action Plan may turn out to be atrid of influence. It
will be amgor Plan task to harden agreement into support and weld helpful individuds into a cohesve
support team.

A document which makes its first public gppearance a a conference or workshop with such a core
condituency dready behind it will have every chance of dimulaing postive comments and
recommendations.

If the Project includes the employment of experts for specific tasks, then these should, if possble, be
identified before the initia conference, so that they may present the subjects for which they are to be
respongible and make an initid contact with the managers and officias with whom they will be working.

Every opportunity should be taken, during the conference, to acknowledge dl useful criticisms and
suggestions and include these in an early revision of the report document with any acknowledgements

that may be necessary.

| nstitutions

Remedia Action distilled out into an Action Plan will need to be directed in some wider sense than
routine operationa managemen.

A two-three year work programme of any sort, will probably need an on-site manager, but a mgor
facilitation project, requiring the co-operation of dl relevant officid and commercid interests will need
broader direction.

Apart from the urgent need to sustain wide officid and commercid support at al stages of the work,
there will be a primary requirement to build up a sense of common understanding and purpose which
will carry implementation of facilitation concepts forward beyond the relatively short project period.

There are severd institutiond dternatives. The traditiona response was to set up anew trade facilitation
committee. Experience shows that this may sometimes arouse more short term ambition than long term
interest. Funding can be a problem and finding a suitable independent manager may be even more
difficult. Furthermore it may not be easy to establish the right relaionship between such a committee and
the Action Plan.
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A more economica and workmanlike, if more modest, approach could be to use and adapt an existing
conaultative mechanism, ranging in possibility from a national Chamber of Commerce to a port users
consultative committee.

This indtitutiona foothold can be expanded during the Plan period into a set of Working Groups, each
dlocated monitoring and liaison responghilities for a specific project item, and each with a chairman
dready identified as hdpfully influentid in thet particular sector.

Such arrangements will turn ownership from something thet has to be creeted from outside to something
that will be strongly defended from within.

Facilitation is an assembly indudtry, producing integrated smple information flows to move goods
smoothly over aset of previoudy ill-adjusted functiond interfaces.

Putting ideas, people and indtitutions together to achieve and sugtain this process will be a centrd
element in any worthwhile Action Plan.

Bringing people into common focus on practica tasks, during the project period can begin a process of
confidence-building which will be an essentid dement in making facilitation work.

Sustained working contact between banks, ports and Customs, for example, can do much to sort out
and solve common difficulties that each individud interest is quite unable to solve within its own
competence.

Similarly, when Customs and traders begin to work together on specific facilitation improvements they
will tend to move from previous, often judified, mutua suspicion, to the beginning of a core of
confidence which can then be developed into the basis for such important advances as risk-assessment,
rapid release, and clearance on traders premises.

Inter-inditutiona co-operation should be developed dongsde ownership and confidence building.

Although some developing countries are indtitutional deserts many have a useful array of representative
bodies. In some countries locd and nationd trade associations have direct links to internationa
federations. There are often regular contacts with foreign counterparts, based on linguigtic or politica
commondities. Cusoms meet ad co-operate in the WCO and many countries have nationd
committees of the Internationa Chamber of Commerce.

The Action Plan management should seek to recruit members of its support group from people with
access to and familiarity with these important sources of information and advice over as much of the
broad facilitation face — including manufaecturers, carriers, ports, agents, banks and Customs - as
possible.

It is dso useful to open up communications with any reevant regiond facilitation activity. The APEC
Cugstoms Action Plan is a good example. It has to be borne in mind, however, that while
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communication, and resulting information can be very hdpful, the prime focus of any project will be
progress on the nationd ground. Encouraging senior officials, associated with the project, to travel
abroad to attend what are often technica facilitation meetings is more likely to distract than enlighten
them.

Privatization

Political theory and fashion have submerged many internationd trade and trangport functions in
successive waves of nationdization and privatization.

Many developing countries are till burdened with substantid remnants of public “enterprise” and these
can gpply strong braking effects on facilitation.

The most likely places to find such unhepful survivors are in port and trangport operations, though, in
some countries, road trangport has a substantial state sector, sometime connected to military logigtica
sarvices. Rallways may sometimes be a vaid and supportable exception to the genera proposition that
the market place knows best, and the Audit would normaly only need to consder their generd
efficiency without concern for possible privatization.

It would be hdpful if Analyss could identify dl rdevant parastatd or public functions which could yidd
facilitation benefits if opened up to competition and market forces.

The main possihilities are probably in ports, maritime trangport and Customs autometion.
Ports

In many developing countries mgjor trading ports are dso nava bases and carry continuing defense
implications and complications. In others some ports could be municipa entities, with a strong influence
on civic finances. Where ports are still public corporations they may be organized as part of a nationd
over-riding port authority or operate as individud units, free to manage their own affairs within satutory
remits.

The Andysis should have fixed the exact position of mgor ports within this broad range of possbilities
and congider the facilitation consequences.

One of the basc problems of gpplying facilitation principles in ports is the confusng interaction of
different operationd inefficiencies. It is rdaively easy to edtablish that the average dwell-time of
containers at import is, say, 20 days, but bresking this figure down into component causes can be
extremdy difficult. All participants blame each other.

Cugoms, claming that they process consgnments within four days, may cite delays by banks in

furnishing documents necessary to release goods to consgnees. The port may complain of unreasonable

and inconvenient Customs requirements for moving containers to and from ingpection bays. In private,

traders and agents blame, banks, ports and Customs but tend to stifle public criticism of banks, because

they depend on their bankers for day to day financing, and say little about Customs for fear of
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subsequent victimization. Consequently, the innocent observer may be led to see port management as
the root cause of the entire delay problem.

Publicly owned ports are unlikdy to defend themsdlves, publicly, by detaling and criticizing Customs
practices. This reticence will limit their role in some urgent faclitation messures. Conversdy,
privatization of port commercia operations, and S0 increased independence, may bring some externd
“politicdl” facilitation benefitsin addition to customary improvements in interna operationa standards.

In the rare scenario in which Customs reform precedes necessary modernization of public port
management, it becomes much easier to assess and address port facilitation defects and relate them to
wider overadl arguments for privetization of commercid operations.

Some public ports have a strong interest in securing and expanding transt trade to their own nationa
hinterlands or to other adjacent countries. It will be hepful for remedid action if the Anaysis can offer
some idea of the extent to which privatization might improve competitiveness.

The effects of public ownership and the potentid advantages of privatization will vary between ports
which are largdly landlords, with responghilities for no or a few operational services, leasng premises
and other facilities to shipowners, warehouse proprietors cargo interests, and those which run the port
as an integrated facility, keeping these other interests at a distance, as customers rather than participants.

Audit and Andlys's should include sufficient detail to position a port within this range of responghbilities.
Maritime Transport

A nationd shipping line has been seen by many countries, dong with a nationd arline, as a desrable
gtatus symbol. That status usudly bears a high price ticket.

This should not be seen solely in terms of the usua operating deficits and capital subsdies. The effects
on those who are obliged to use these services on a monopoly or imposed preferentid basis can be
costly and discouraging.

Smdl and medium szed indudries, the core of diverdfication, employment and externd trade
performance in many developing countries, have difficulty in importing requirements and exporting
products because their requirements are subordinated to the operationa priorities and deficiencies of the
nationa shipping monopoly. This undertaking is often modest in Sze and carrying cagpacity, and unaole
to run more than few services on a very redtricted range of routes.

Some governments try, usudly unsuccesstully, to reduce these handicaps by diluting the monopoly into a
“closed shop” agreement with one or two selected outside partners.

It isimportant that Audit and Analys's should give particular attention to monopoly and quasi- monopoly
arrangements because they can give rise to trade and transport congtraints which may otherwise be lost
to view in a gap between deficiencies in physcd infrastructure and less tangible facilitation problemsin
procedures and information handling.
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Customs Automation

The Bank and the IMF might dso examine the extent to which the Customs automation market
responds to market forces.

While the very detailed and technica nature of atypica Customs automation programme setsit outsde
the scope of this necessarily generd paper, it may be useful to note, however, that there is a tendency
for lending agencies to influence the choice of core systems in favour of one or other of the very few
leading “off the peg” solutions.

There is a danger that this influence could be exercised without due care to keep the quas monopoly
systems under close and congtant scrutiny to check their quality and management in relaion to possble
“made to measure’” competitors.

It may be sdutary to remember the way in which preshipment ingpection agencies, supported by
recommendations from key lending agencies, were lulled by large profits into insengtivity to the need to
update and adjust their practices, so that, eventudly, they, like the inefficient Customs, which they were
supposed to supplant and excd, stuck fast to comprehensive inspection regimes and ignored the
advantages of sdlectivity, based on risk-assessment.

Of course leading Customs automation “brand names’ deploy consderable technical resources in
regular revison of their basic offerings, and take care to stipulate often mgor procedurd improvements
as a pre-condition of computerisation, but they should be encouraged and stimulated in these directions
by congant enquiry and checking by lending agencies in respect of their centrd management and
efficiency, and not just in terms of compliance with the requirements of specific projects.

Much Remedid Action will be concerned with operationd details and will be far removed from the large
political issues raised by privatisation. It will be important however, for Audit and Andyss to identify
activities, rlevant to facilitation reform and outside the norma regulatory system, where market forces
and open competition could produce useful procedura smplicities.

Performance Measurement and Costing

Mog facilitation projects will require evidence of judtification. This is often presented in terms of key
indices of delay to goods and payments and associated on-costs.

Some such materia will have been obtained during the Audit. Additional supporting figures may be
obtained from other sources, including previous facilitetion reports.

If this information is thought to be insufficient or unconvincing additiona reseerch may need to be
inserted before the Plan can be authorised.

Performance indices can be used to identify serious problems and relate them to secondary
consequences, for example the influence of inadeguate Customs salaries on corruption. They can help
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edablish some rough categorisation of priorities and provide materid for cogting caculations. If
repested at intervals they can monitor progress in specific respects, for example the incidence of
physica ingpections or delay to containersin ports.

Costing has been used for a number of purposes. Some facilitation interests have publicised very large
“headling’ figures of grossed-up nationd or globd inefficiency codts, to atract public attention and
support for Remedid Action. When gpplied to individua problem aressit can be used, more rdigbly, to
judtify outlay on improvement or investment in infrastructure. It can dso, in common with performance
figures, help identify priorities and, when repested, monitor improvement.

Great care should be exercised in accepting generdised cost figures. For decades dmost every
platform pronouncement on facilitation has cited unnecessary procedura costs of between five and ten
per cent of the average value of international conagnments. This caculation originated in a US study,
carried out in 1968, at the onset of containerisation and at atime when participants had had no means of
profiting from even basic fadilitation techniques, such as the then condderable advance d digned
documentation. The same figure was being quoted thirty years later in the European Parliament and
attributed to the EU Commission, who had had it from UNCTAD who had had it on file from the US

report.

There is, in fact, no reliable, comprehensve andyss of such portmanteau figures, to distinguish and
justify routine compliance cogts, delay costs, associated error costs and, most important and least
identifiable, the pervasive lost opportunity costs arising from inability to meet customer reguirements and
from decisons, by many smdler businesses, to keep away from internationa trade and its attendant
complications.

In any event average costs convey no useful information for facilitation purposes. A smdl firm sending
dangerous goods, on documentary credit terms, arrived a between separate sdller and buyer, between
two developing countries by a state owned shipping line may have ddays and resultant costs completely
a variance with those incurred by a multinational company shipping its own non-hazardous products, by
acompstitive carrier, between branches in two advanced economies.

The average of these two operations is meaningless, while the difference between them is vitd.
Grossed-up average codts, therefore, are completely unsupportable in serious economic debate.

While these difficulties are common to any cogting exercise, it is possible to obtain some reasonably
reliable core cogts in alimited number of homogeneous Stuations, for example containers at the port of
import, where interest rates are known. Average values can be obtained from Customs returns, and
dwel — though not necessarily delay — times can be had from port records.

It is dso possble to arive a approximate revenue losses from corruption by applying reevant rates of
duty to estimates of true imports and comparing these with actud receipts.

There is a serious danger, however, in attaching too much importance to, and spending too much time
on, detailed costing studies. The effort is consderable, the associated demand for extrainformation can
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run directly againgt the facilitation principle of requiring as little as possible and people may quarrel over
methods and results when they ought to be agreeing about objectives.

Similar prudence should be exercised in seeking performance datistics. Some problems, for example
Customs corruption, are better dealt with on the basis of broad perception. People operationdly familiar
with a particular Customs service will be well able to offer reliable opinions on broad categories such as

“universa”, “occasiond” or” exceptiond”.

It may be better to spend time on identifying such experienced and reliable informants than to engage in
detailed “factud” enquiries. Movements of severa percentage points within broad integrity categories
will, by the very nature of the subject matter, be questionable. Redly dgnificant improvement or
degeneration will be detected by the broader test of practica categorisation.

Fadilitators may be on firmer ground in handling such readily measurable indices as release time for
containers or specific types of consgnment, the proportion of consgnments submitted to documentary
and/or physicd ingpection, and, in a dightly different category, sdary leves for operationd Customs
officers.

Even here, however, serious errors may arise from mixing low vaue with highly dutiable consgnments,
faling to differentiate between groupage and unit load containers, taking no account of influence on
dday of varying terms of payment, neglecting the specid conditions atending the movement of
dangerous goods and consgnments from notorioudy suspect countries of origin, or overlooking the
gpecid socid, housing and educationa benefits available in some Customs services.

Furthermore judgements on performance figures, however vaid, will be largely subjective without
reliable norms as bases of comparison. Delays to goods in aminor African port can hardly be judged on
the basis of a straight comparison with amagjor European or Japanese operation. Relevant norms should
be quoted in dl facilitation arguments based on performance indices.

Finaly, care should be taken to keep performance measurement in proportion to other facilitation
needs. Establishing grounds for action may precede, but should not take precedence over remedia
activity. It is easy for alaudable dedre for facts to create aminor bureaucracy, with substantial demands
on funds which can be better employed in modest, but practical, facilitation applications.

All such measurements require participants to provide information, sometimes on a regular, systematic
basis.

The facilitation rule is to limit requirements for deta to those readily avalable from the commercid

transaction. Once data collection goes further the risks of inaccuracy increase. Traders and carriers,
who know they have no legd obligation to give extra data, will not care whether their submissons are
correct, or else, knowing the purposes of the exercise, may exaggerate some indices to strengthen the
chances of rdief. Cusoms officers, on the other hand, will have obvious incentives to distort figuresin
the opposite direction and may try to influence their trader and agent contacts to do likewise.
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Costs ascertained by outsiders are dmost always less convincing and comprehensive than when sought
for and disnterred by those who bear them. Simple costing methodologies, for use in ports, Customs
and traders office systems may be very ussful dementsin remedia Action Plans.
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APPENDI X



The Global Facilitation Partnership for Trangportation and Trade(GFP)

The GFP will am a pulling together dl interested parties, public and private, who want to help achieve
sgnificant improvementsin transport and trade facilitation in Bank member countries. The Partnerswill
then design and undertake specific programs towards meeting this objective, making use of their
respective comparative advantage in the subject matter in a coordinated fashion. In furtherance of this
purpose, the areas of collaboration are expected to indude the following: (i) sharing agendas of common
interest; (ii) pooling resources and expertise where gppropriate; and (iii) sharing knowledge and idess.

In kegping with the GFP purposs, dl Partnersfind it to be in their mutua interest to promote
internationa trade by lowering trade barriers and in particular, by facilitating internationd transport,
external trade procedures and cross-border processes.

Consequently, the World Bank and all GFP Partners agree on pursuing:

?7? The establishment of a comprehensve Facilitation Audit Framework, combining quditative
assessment with asmplified set of data on efficiency of trade and trangport transactions,

?? Theddfinition of systematic gpproaches to measurement, based on a st of facilitation indicators
on trangportation and cross-border processes, to be systematically collected;

?7? The monitoring and publishing on aregular basis of data on these facilitation indicators;

?? Any commonly agreed initiative aming at promoting trade and transport facilitetion programs
through education, training, and targeted technical assistance activities.

All interested parties can join the Globa Facilitation Partnership for Trangportation and Trade (GFP)

through the GFP website, which dso diolays dl information on GFP activities and provide a discusson
gpace and alibrary gathering al relevant documentation submitted by GFP partners.

Vigt the GFP Website a the following address: hitp:/Avbln0018 warldbank arg/twii/gfp.nsf



