
The Modernisation of the Suriname Customs Service 2004-5


Introduction


The Customs organisation was perceived as failing by the Government, public and by most objective measures. This institution was responsible for roughly 40% of Government revenue, so its under-performance had serious implications in terms of the Government's ability to meet its budgetary commitments. In addition it was regarded as extremely corrupt, reduced the effectiveness of trade policy, increased the costs of doing business, acted as a dis-incentive to foreign investment, and meant Customs wasn't protecting society from illicit or illegal imports, especially drugs.

Economic and Political Context

Parliamentary elections were forthcoming, and the ruling party was facing severe criticism as a direct result of the performance of the Customs service, and for not having implemented its election promises / expenditure plans (which was an indirect result of the failure of Customs). 
Dutch financial assistance, which had been a feature for many years, was about to end, placing an additional revenue obligation on the Government. The Dutch had also been providing technical assistance to the Ministry of Finance, including Customs, and this had been relatively unsuccessful. The Government wanted to show a Surinamese funded initiative could succeed where the Dutch failed.  

Thirdly, the public sector was very small, and impacted on few areas of society. Underperformance in one of its key functions (tax collection) was therefore very visible. The Government was keen to demonstrate that is could control one of the few areas of society that was in theory within its sphere of influence – significant areas of the country were effectively run by criminal and drugs gangs. The small size of the public sector also meant increases in efficiency or downsizing within the public sector would have an appreciable impact on public finances. Finally, there was a fiscal crisis – the Government was failing to pay civil servant's salaries, had debt repayments due, was about to have its credit rating re-assessed and had a pending visit / assessment from the IMF. They had to be seen to be taking measures to address the fact they were almost broke, as well as genuinely needing the additional revenue.

Institutional Context

The Customs service operated within the Department of Taxes, which was itself part of the Ministry of Finance. All were managed on similar principals – promotion and pay were related to status and length of service, power was held centrally and not devolved, people followed rules and didn't questions orders, specialisation was encouraged, management wasn't viewed as a skill in its own right, and the way things were done didn't change – as much as a result of interested parties rather than a belief that the best system had been found.

There was a very hierarchical national culture, with individuals being unwilling and not being expected to make decisions. Very little discretion was applied when rules were followed, though unofficially discretion was applied everywhere, dependent on the necessary bribe. Job security was ingrained, regardless of performance (or criminality). However, despite this there was little cooperation - back-stabbing and one up-manship were frequent, probably as a result of a lack of trust due to the corruption, and the segregation of Customs into different criminal gangs (one that looked after drugs, another weapons, another revenue fraud).

As a result of the breakdown of the Customs Service, the normal management context that applies in Customs organisations and tax institutions was absence – of strong management, clear guidelines and defined individual powers, a focus on skills and knowledge development, a powerful internal audit function etc. Similarly the institutional capacity was very weak, which was a factor that had be addressed as part of the reform programme and meant an external implementing agency was required.

Motivation


The Programme was probably driven by the potential of losing power, and because the Government could no longer get away with doing nothing both for short-term reasons (a lack of revenue that would be compounded by the forthcoming visits by the IMF and credit rating agency) and longer-term reasons (the elections). These forces were sufficient to overcome the nervousness the Government felt about undertaking a reform programme that would encounter great resistance from both Customs and other parties interested in keeping the status quo, as well as the Custom Union that had bought down a previous Government by striking against modernisation measures. There were very powerful influences that wanted the situation kept unchanged, including senior members and financiers of the President's political party, so it wasn't until the Party was faced with a situation in which it was likely to lose power regardless that there was the motivation to tackle the problem. Even so, it was expected that the problem would be tacked within certain parameters, so certain people wouldn't be affected by it.
Diagnosis
There was a clear understanding of the causes of the problem as a result of several previous diagnostic studies. There was a lack of technical skills and knowledge, an inappropriate structure, a culture of corruption, an absence of management, a lack of HR policies, procedures and capacity, and poor communications with the public.
Change Measures
A comprehensive institutional reform programme was undertaken, using an external consultancy firm and financed by the Government's own funds. The programme undertook training and on-the-job technical assistance and knowledge transfer, restructuring of the organisation with the introduction of new units specifically dedicated to revenue generation, as well as modernising key existing units and functions. Modern HR policies were adopted using the principal of a meritocracy and setting standards of conducts, along with disciplinary measures. 'Island of integrity' were created by appointing and moving senior managers, measures to identify corrupt officers were undertaken and a new culture was promoted, with the example coming from the top (the Minister of Finance). PR campaigns were developed to let the public, traders and Customs officers know about the changes and intentions.
Outcomes
The programme was a success overall. Revenue increased by over 30%, new skills and methods of working were introduced, a new structure and HR policies were passed, new managers were appointed and from verbal accounts corruption dropped and the culture started to change. Political support held up in the face of a strike by the Customs Union, but did lack the will to downsize or sack / prosecute potentially corrupt officers. Interestingly one hidden objective of the Government was also achieved.
The Government's unstated aim was to raise revenue to spend on electioneering, rather than on meeting their budgetary requirements. Whilst this didn't change the revenue raising actions within the programme, it did change the PR activities – the Government didn't want the success of the programme known (in terms of raising revenue) as they would then be expected to repay their creditors. They judged more votes could be gained from expensive electioneering rather than by promoting the success of certain aspects of the project.
In terms of outcomes, little long-term impact was made, and once the programme ended Customs started regressing towards its pre-Programme state (revenue also started reducing). However, it was always acknowledged that the Programme wasn't long enough to achieve sustainable results in an environment where the beneficiary is opposed to the Programme – sustainable results were an objective of the implementing agency, rather than the Government who got re-elected and so achieved their outcome. 
A key blockage to sustainability was that the Programme was trying to introduce a foreign management culture into Customs – one based on integrity and meritocracy, rather than influence and time-served. In the short-term and with high-level political support this could be forced through, but for the culture to genuinely change would take a much broader and longer Programme. 

� This case is based on work by Julian Toogod, a student on MSc Public policy and Management University of London, 2006





