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Foreword

Over the last few years, the APEC Committee on Trade and Investment (CTI) has been at the
forefront of international work on trade facilitation. Last year, the APEC Ministers Responsible for
Trade endorsed a set of APEC Trade Facilitation Principles for implementation with an ambitious
target of cutting transaction wsts by 5% over the next five years.

This year, further progress has been achieved with the CTl's subfora making significant
progress on implementing the Trade Facilitation Principles and adopting a Trade Facilitation Action
Plan and a menu of concrete trade facilitation actions and measures to cut business costs in the areas
of customs, standards or business mobility.

In addition, | am very happy that the CTI is now sponsoring a ground-breaking work on the
economic importance of trade facilitation. This Study has some very encouraging results on the
potential impact of our work. This will help the CTI to better focus our work next year as we
implement the Trade Facilitation Action Plan menu of trade facilitation concrete actions and
measures.

This Sudy is the result of over two years of fruitful collaboration between the APEC
Committee on Trade and Investment and the World Bank. The CTI and the Bank first worked
together, along with the Asia Pacific Foundation of Canada, in organizing aworkshop entitled "Trade
Facilitation in APEC: New Directions and the Development Challenge" which was coordinated by the
Government of Canada and took place in Singapore in September 2000. This highly-successful
workshop issued a number of key recommendations for APEC's work on trade facilitation, including a
call for APEC to invest more in trade facilitation research and capacity building. It also helped to
develop a degper understanding of the synergies of trade facilitation, beyond transport costs to include
ebusiness usage, standards harmonization, business mobility, and other factors.

The Singapore workshop created momentum within the World Bank and the Government of
Canada to undertake projects aimed at better informing APEC's work on trade facilitation. As a
result, Canada developed and oversaw a CTI project that led to the production of this report, which
has been prepared by the World Bank.

This groundbreaking Study uses an entirely new methodology developed by the Bank and its
team to demonstrate the importance of trade facilitation. This Study should be seen as an important
step in the application of a powerful new methodology. The Study here builds on work by the Bank
in this area and provides significant insights into how large the economic benefits of trade facilitation
are, and on where they originate.

I would like to thank the World Bank and its team, and in particular the Project Director, Mr.
John Wilson, for his willingness to undertake this project and for the excellent product he and his
team have delivered. Thisisan excellent example of the type of partnerships the Committee on Trade
and Investment needs to develop to further its objectives in trade facilitation and other aress.

a

Ms NG Kim Neo
Chair
APEC Committee on Trade and Investment



Executive Summary

Policy tools and reform measures to accel erate export growth and economic
development through trade facilitation are at the forefront of debate in 2002. The expansion
in world trade, reductionsin tariff rates of protection, and application of information and
telecommuni cations technol ogy to speed transactions, among other factors, have combined to
raise the importance of reducing barriersto trade. Thisis particularly truein regard to
developing economies seeking ways to leverage trade for economic growth. The Asia-
Pacific Economic Cooperation (APEC) forum has embodied these notions into its objective,
tabled at the Shanghai Ministerial of October 2001, of afive percent reduction in transactions
costs of trade by 2006.

Quantification of the benefits of trade facilitation can help inform the policymaking
process in APEC member economies and the policy emphasis within the institution to
achieve the Shanghai target as well as the ultimate Bogor goals set forth by APEC. To
further these objectives this study analyzes the benefits associated with improvementsin
trade facilitation by the 21 member economies of APEC. The indicators of trade facilitation
deployed in our analysisfit directly within the APEC framework for trade faci litation
(customs, standards and conformance, business mobility, and electronic commerce). This
level of disaggregation in our analysis can inform policy decision-making on pilot projects
and capacity building in the region with case studies of successful trade facilitation efforts by
members offering possible pathsto follow. Further, the indicators of trade facilitation used in
thisreport can inform policymakers of where their economy stands relative to their APEC
peersin regard to each of theindicators.

Trade facilitation has been an important part of the Asia-Pacific Economic
Cooperation (APEC) agenda since the beginning of the regional forum in 1989. All APEC
leaders statements have emphasized the importance of trade facilitation and the work
program has been extended to new areas. Accordingly, areview and consideration of
APEC' s past and current work program in trade facilitation is provided as background and to
complement the quantitative study included in thisanalysis.

Finally, asit has before, APEC can play an important role in the discussions on trade
facilitation within the World Trade Organization (WTO), which are outlined in this study.
Decisions on the modalities and scope for negotiations at the WTO on facilitation measures
will be made by the Fifth Ministerial of the WTO in 2003 in Mexico. Although these issues
are an important part of trade policy dialogue, only limited empirical evidenceisavailable on
the relative importance of various trade facilitation efforts on exports and imports. One
important areawhere APEC could facilitate dialogue is on priorities for development
assistance among members.

In summary, in order for the APEC work program to succeed and the WTO
discussionsto progress, both with the objective of increasing economic well-being through
trade, a sound analytical basisfor policy decision-making is needed. Directions and
decisions can be aided by empirical data and quantification methodology, such as provided in
thisstudy.



Trade Facilitation in the APEC process

Trade facilitation is a central focus of APEC and key manifestations of thisfocus are
the Individual Action Plans (IAP) and the Collective Action Plans (CAP), and the process
that links them. The empirical research in this study can help prioritize the direction for IAPs
and CAPS. CAPpalicy initiatives are critical in that they promote the essential conversation
and coordination within APEC that takes place within its committees, sub -committees, and
working groups. The success of CAP initiatives depends on the nature of the CAP goal.
Clear CAP goalsleadsto clear project outputs and outcomes, and, when broached with afirm
timeframe, can result in specific technical cooperation activity undertaken through APEC.
One such culmination of effort, of particular relevance to the empirical work in this study, is
the development of the APEC Guide on Alignment of Member Economies’ Standards with
International Standards set as a collective action after Osaka and easily completed in 1997.

APEC’ s collective action plans may a so involve, however, downsiderisks. For
example, for an individual member simply undertaking a project because it meets a CAP
commitment does not necessarily mean that needed capacity is being built or that the project
should be apriority. The analysisdeveloped in the empirical model here may help individual
APEC members prioritize their efforts within the APEC IAP and CAP processes. Inthe
context of trade facilitation efforts-- in particular the Shanghai goal of a5 percent reduction
in transactions costs-- having specific CAP goals that lead to specific projects (such asfor
technical cooperation) and then relating these to reductions in transaction costs for businesses
inintra-APEC trade can provide a framework for future capacity building work.

Measuring the Impact of Trade Facilitation

This study builds on work by the World Bank which has developed a new approach to
quantifying the economic impact of trade facilitation (Wilson, Mann, Otsuki, 2002).* In
contrast to the more common empirical approach (which uses international transportation
costs as a benchmark for trade facilitation) the measures employed here are more specific to
the type of trade facilitation effort and match more closely the complexityof the processes
and transactions that affect trade. Thestill fit, however, within abroad definition of trade
facilitation -- customs, standards and conformance, business mobility, and electronic
commerce. In order to better inform individual members and to enable targeted empirical
scenarios on trade facilitation, indicators employed in this study are APEC-member-
economy -specific. Seven indicators of trade facilitation measure seven different categories of
trade facilitation effort and are generated from survey and economic evidence, again building
on the Bank’s analysis and database referenced above. The indicators are: (1) port logistics,
(2) customs procedures, (3) own regulatory environment, (4) standards harmonization, (5)
business mohility, (6) e-business activity, and (7) administrative transparency and
professionalism.

=  Two indicators which draw upon APEC data and are tailored to the APEC rubric are
offered for customs. ‘port logistics' and ‘ customs procedures.’” ‘Port logistics' focuses
onquality and efficiency of infrastructure. ‘ Custom’s procedures’ captures the state of
the APEC member’s process of Individual Action Plans (IAP) and Collective Action
Plans (CAP) in the customs area.

! The methodology and database are included in “ Trade Facilitation and Economic Development: Measuring the
Impact,” John S. Wilson, Catherine Mann, Tsunehiro Otsuki, 2002, The World Bank (mimeo).

4



Two indicators are offered under the APEC rubric of standards and conformance: ‘own
regulatory environment’ and ‘ standards harmonization.” “Own regulatory environment’
measures the tightness of unilateral regulations and enforcement of one’s own
regulations. ‘ Standards harmonization’ measures the extentto which an economy has
met APEC common standards through the IAP and CAP process.

The single indicator ‘business mobility’ matches the APEC rubric and suggests how easy
or hard it isfor foreign labor to move into an APEC member economy to work.

Electronic commerce and APEC’ s efforts to enhance e-commerce usage among
members, including through e-APEC and Paperless Trading, is proxied by ‘ e-business
usage,” which measures the extent to which firmsin the economy are using the Internet
for electronic commerce.

Finally, an indicator for ‘administrative transparency and professionalism’ reflects the
fact that this underpins al the other trade facilitation efforts.

The Model and Regression Results

The seven indicators referenced above along with other factors relevant for trade

flows, including income, distance, language affinities, and regional arrangements, are used in
an empirical model of hilateral trade flows among APEC members. The model distinguishes
between trade in manufactured goods, andtrade in agriculture products and raw materials?
A brief summary of the resultsis presented here with detailed analysisin the main text.

Under the APEC rubric of customs, ‘port logistics' has by far the highest elasticity. This
suggests that the greatest gainsto intra-APEC trade would come from improvementsin
thisarea. Aligning members' ‘customs procedures within the |AP/CAP processes
somewhat surprisingly is negatively associated with intra APEC trade. Thisvariable
accounts for both consistency between the IAP and CAP (a member’ s intentions) as well
as actual implementation of those goals, so a difference between intention and
achievement may affect this measure. 1t should be noted that multicollinearity among
various variables in the regressions may also affect this result>

Under the APEC rubric of standards and conformance, unilateral tightening of regulations
(“own regulatory environment’) has a significant and del eterious effect on trade in the
APEC region, particularly for manufactured goodstrade. On the other hand,
harmonization to APEC standards has a significant and positive effect on trade in the
APEC region, particularly for manufactured goodstrade. Thissuggestsakey rolefor
both the intention to meet APEC CAP as well asthe implementation thereof.

Enhancing business mobility has an unexpected negative sign, perhaps pointing to poor
measurement.

2 Details on the gravity model deployed here are contained in “ Trade Facilitation and Economic Devel opment:
Measuring the Impact,” John S. Wison, Catherine Mann, Tsunehiro Otsuki, World Bank 2002 (mimeo).

For an extended discussion of this see Wilson, Mann, Ostuki (2002).
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= E-businessusagehas a positive and significant effect on intra-APEC trade in both
manufactures and agriculture/raw materials. Whereas the coefficients are not large, the
fact that the variable is robust should support efforts within APEC to enhance e-
commerce usage through the eAPEC Strategy and Paperless Trading initiatives.

= Administrativetransparency and professionalism has a positive and significant effect on
intra-APEC manufactures trade, although it has a surprising negative coefficient on
agriculture/raw materials trade. Multicollinearity between ‘ standards harmonization’ and
‘administrative transparency and professionalism’ may be a source of problem in the
regressions. However, the robustness of this coefficient in the context of manufactured
goods supports the importance of transparency and professionalism.

Analysisto I nform Pilot Projectsin Capacity Building

How can the results from the model estimation inform policymakers and donors on
pilot projects and capacity building? First, we explore a“practical” scenario, considering
improvements in four areas of trade facilitation: ‘port logistics,” ‘ standardsharmonization,’
‘e-business usage,” and ‘administrative transparency and professionalism.” Then, we present
the results of these scenarios from several points of view.

The‘practical’ scenario for targeting pilot projects and capacity building calculates
theincrease inintra-APEC trade that could be associated with bringing those APEC members
with trade facilitation indicators (at least one of the four noted above) below the APEC
average halfway up to the APEC average. Thisscenariois ‘practical’ inthat it recognizes
that some APEC members are world leaders in the targeted areas of trade facilitation, and
further improvements are not particularly needed, nor should they be the focus of policy
maker effort or donor attention. Second, by bringing the bel ow-average APEC members only
half-way up to the APEC average, the scenarios implicitly acknowledge that improvements
take time.

The results suggest that for APEC as awhole, bringing the bel ow-average APEC
members half-way to the APEC averagein all four areas of trade facilitation being considered
here would increase intra-APEC trade by about $280 billion dollars, about half of that gain
coming from the improvement in ‘port logistics' in manufactured goods trade. This
represents an increase of about 10 percent in total intra-APEC trade.

Because the model is based on disaggregated bilateral trade flows, information useful
to policymakers and donors can be revealed by considering the results from several different
perspectives.

=  For APEC as an institution, the scenario results suggest a direction for consensus
improvementsin trade facilitation policies and capacity building (through IAP and CAP,
EcoTech, TILF and the like) that would reap the greatest rewards as measured by intra-
APEC trade.

=  Forindividual APEC members, the scenarios help inform policymakersin the individual
APEC economies of which trade facilitation improvements, as pursued by other APEC
members, could yield the largest increase in their intra-APEC exports.



= For those APEC members some of whose trade facilitation indicators are below the
APEC average, the scenarios help inform policymakers and the donor communities on
which areas of trade facilitation in those APEC member economies might be targets for
technical assistance or other attention. When an APEC member’ s trade facilitation
measureis ‘ below-APEC-average’ an improvement will increase imports. Thisincrease
in imports can be thought of as ameasure of costs being borne by consumers and
producersin that APEC member from a below-average indicator.

What do our results reveal both from the overall perspective and from the perspective
of individual APEC members? Thelarge increase in intra-APEC trade coming from
improved ‘ port logistics’ is partly because of the high elasticity of trade with respect to *port
logistics’ (3.8 for agriculture and 5.2 for manufactured goods) and partly because economies
such asMexico and particularly Chinaarevery largeintra-APEC traders and, based on the
‘port logistics' indicator, have much room for improvement inthisarea. Interms of the
distribution of potential increasein intra-APEC exports, large APEC exporters such asthe
US, Japan, and Korea could see the greatest increase in dollar terms ($46 hillion, $38 billion,
and $11 billion respectively). But many APEC economies (Russia, Hong Kong, Ching;
Chile, Chinese Taipei) could enjoy large double-digit increase in exports to the APEC region
(44%, 34%, 22%, 18% respectively).

To consider how to target pilot projects and capacity building for individual APEC
members with one or more ‘ below-APEC-average’ indicators, the increase in imports
suggested by alternative scenarios are considered. For example, for Peru, whose ‘ port
logistics' indicator is near the lowest among APEC members, an improvement halfway up to
the APEC average could increase Peru’ simports by about $2.7 billion (manufactured goods
plus agriculture/raw materials). Animprovement in Peru’s ‘ standards harmonization’
indicator could increase imports by some $1.5 billion. Based on these results, Peru might
focus on port logistics, but the gainsto improved ‘ standards harmonization’ are potentially
quite real and should not beignored. Similarly for Indonesia, an efficiency gain of some
$10.8 billion from improved ‘ port logistics' pointsto a possible focus of policy attention and
capacity building here, but improved ‘transparency and professionalism’ could count for
about $3.5 hillion and improved ‘ standards harmonization’ could yield increased imports of
$2.3 hillion, suggesting that these areas could be ripe for projects and capacity building as
well.

Conclusions

The study conducted by the Bank’ s team provides an overview of trade facilitation
effortsin APEC and looks forward to approaches to achieve the Shanghai objective of afive
percent reduction in transactions costs of trade. The empirical analysis supports more
detailed examination of the role of trade facilitation in individual APEC member economies,
aswell asfor the group asawhole. It can inform discussions on trade facilitation in the Doha
development agenda of the WTO, aswell asfor consultation among specialized multilateral
organization and regional groupings about how to achieve synergies among their various
trade facilitation efforts. Reform efforts, capacity building, donor assistance, and private
sector partnerships can be informed by these results and perhaps better targeted to increase
the likelihood that economic assistance and policy reform in the trade arena generate positive
improvements in economic well-being.
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1. Introduction

Policy tools and reform measures to accelerate trade expansion and economic
development through trade facilitation are at the forefront of debate in 2002. The growthin
world trade, fall in tariff rates of protection, and availability of advanced technology to speed
commercia transactions, among other factors, have combined to raise the importance of
streamlining trade facilitation procedures. Within the Asia-Pacific region, the Asia-Pecific
Economic Cooperation (APEC) forum has highlighted and quantified this objectivein the
Shanghai Accord, which has as an objective afive percent reduction in transactions costs of
trade by 2006. More broadly, in the context of the Doha Development Agenda and the World
Trade Organization (WTO), decisions on the modalities and scope for negotiationson trade
facilitation measures will be made by the Fifth Ministerial of the WTO in 2003. Finding the
most productive steps to accel erate progress in trade facilitation, along with ways to support
developing economies as they seek to improve poits and customs, increase regulatory
transparency and harmonization, leverage information technology and electronic commerce
transactions, and ease mobility of private sector business peopleis critical. This study
addresses these areas, as trade facilitation today is more than simply reducing transport costs
for goods and services crossing national borders.

We examine trade facilitation in the context of trade in the Asia Pacific region. In
specific, the study evaluates the impact of various trade facilitation measures on exports and
imports among the 21 member economies of APEC. In order to advance the research
methodol ogy and understanding of the impact of trade facilitation on trade flows, we develop
new indicators of different types of trade facilitation measure in Section 2. This represents an
advance over the more common approach that measures trade facilitation primarily asa
change in transportation costs or productivity of the transport sector.

In addition, our approach, using amodel of bilaeral trade flows, enables analysis of
the benefits to individual APEC member economies of improvementsin trade facilitation. As
detailed in Section 4, our approach is unique in that we acknowledge that some APEC
members have further to go to reach intemational best practice. To contribute to better
understanding of what is meant by international best practice, our study includes seven
measures of trade facilitation and the impact of these on an individual economy’ s trade.
Theseresultsyield alevel of detail that can inform decision-making on policy reformsand
capacity building projects by governments, donors, and the private sector.

A set of possible pilot projectsin trade facilitation are informed by our results from
the empirical analysis and from case studies of projects already completed (Section 3). These
areillustrative of work that APEC and other organizations might consider for some of the
least developed member economiesin the region.

In addition to devel oping a set of indicators of trade facilitation and an approach to
quantifying the impact of trade facilitation measures on intra-APEC imports and exports, the
study provides an overview of APEC’swork program in the facilitation areas examined. An
assessment is provided of APEC' s past and current portfolio of technical assistance projects
Section 5. Suggestions are offered on ways to strengthen APEC’ simpact on advancing
development goalsin trade facilitation.



Finally, areview of the work of other organizations under the umbrdla of trade
facilitation, including the directions potentially to be taken in the context of the WTO and

Doha, is presented, in part to highlight the need for more direct coordination in technical
assistance programs which go beyond traditional definitions of trade facilitation (Section 6).
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2. Quantifying the Impact of Trade Facilitation®

2.1 Defining Trade Facilitation and its Role in Economic Growth

Thereisno standard definition of trade facilitation in public policy discourse. Ina
narrow sense, trade facilitation efforts could simply address the | ogistics of moving goods
through ports or more efficiently moving documentation associated with cross-border trade.
In recent years, the definition has often been broadened to include the environmentin which
trade transactions take place. Thisincludes transparency and professionalism of customs and
regulatory environments, as well as harmonization of standards and conformance to
international or regional regulations. The definitions of trade facilitation have broadened as
analysts recognize that while cross-border trade isintegral to development, improvementsin
cross-border trade facilitation often involve improvementsin “domestic” policies and
institutional structures. Finally, inlight of the rapid integration of technology into trade
facilitation, particularly through the dimension of networked information technol ogy, the
definition has come to embody atechnological imperative well. It naturally follows, then,
that capacity-building efforts can also be considered as part of the trade facilitation effort.
The definitions reproduced in Table 2.1 come from various international groups and are
juxtaposed to show this evolution in the definition of trade facilitation, where the evolutionis
highlighted using italics.

Table2.1: The Evolving Definition of Trade Facilitation

WTO and | “simplification and harmonization of international trade procedures, including
UNCTAD: | activities, practices, and formalities involved in collecting, presenting,
communicating, and processing data required for the movement of goodsin
international trade.” (WTO website, and UNCTAD, E-=Commerce and
Development Report 2001, p 180)

OECD: “simplification and standardization of procedures and associated information
flows required to move goods internationally from seller to buyer and to pass
paymentsin the other direction” (OECD, TD/TC/WP(2001)21 attributed to
John Raven)

UN/ECE: “comprehensive and integrated approach to reducing the complexity and cost
of the trade transactions process, and ensuring that all these activities can take
place in an efficient, transparent, and predictable manner, based on
internationally accepted norms, standards, and best practices’ (draft document
3/13/2002)

APEC: “trade facilitation generally refers to the simplification, harmonization, use of
new technol ogies and other measures to address procedural and administrative
impediments to trade. (APEC Principles on Trade Facilitation 2002)

APEC: “the use of technologies and techniques which will help membersto build up
expertise, reduce costs and lead to better movement of goods and services’

(APEC Economic Committee 1999)

4 This section draws on Wilson, John S., Catherine Mann, Tsunehiro Otsuki. 2002. “Trade Facilitation and
Economic Development: Measuring the Impact,” The World Bank (mimeo).
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The relationship between trade facilitation, trade flows, income growth, and human
development isacomplex one. Economic theory generates arelatively simple chain of
causality: Human development is enhanced through income growth, income growth is
greater with more cross-border trade, and trade isincreased through trade facilitation efforts.
Ingeneral, past empirical work supports these rel ationships. The human development index is
positively related to Gross Domestic Product (GDP) per capita. Economies with agrowing
income have a higher GDP per capita. The positive relationship between trade and growth
has come under scrutiny recently. But, there is no evidence, that increased crossborder trade
reduces income growth. Obviously, there are many points of policy-maker intervention
between trade and human development, but it isthe last (or first) link in the chain— how
important are trade facilitation efforts for increased trade — that is the focus of this section.

2.2 Review of Past Attemptsto Quantify Trade Facilitation and Trade

Given the fundamental relationship between trade, growth, and devel opment, as well
as the growing attention to trade facilitation in multilateral bodies, there have been a number
of recent efforts to quantify the importance of trade facilitation on trade flows. Only limited
progress has been made, however, primarily becau se of the dearth of empirical measures of
trade facilitation. Messerlin and Zarrouk (1999), “Trade Facilitation: Technical Regulation
and Customs Procedures,” September 1999 for the WTO/World Bank Conference on
Developing Countries in a Millennium Rounddiscuss trade facilitation as part of a
negotiating agenda, thus linking trade facilitation and trade liberalization. These authors do
not, however, quantify the relationship. Maskus, Otsuki, and Wilson (2001), “An Empirical
Framework for Analyzing Technical Regulations and Trade,” in Maskus and Wilson, eds.
Quantifying the Impact of Technical Barriersto Tradeaddress some of the more important
empirical methods and challengesin quantifying the gains of trade facilitation in the area of
harmonized regulations.

The AsiaPacific Foundation of Canada, Survey on Customs, Standards, and Business
Mobility in the APEC Region (1999), prepared for the APEC Business Advisory Council,
outlines the rel ative importance of the three kinds of trade facilitation measu res (customs,
standards and regulatory conformance, and business mobility) for APEC asawhole. This
report does not distinguish among the APEC members as to how each one fares with respect
to these trade facilitation measures nor does it try to assess the impact on APEC trade of
greater trade facilitation efforts.

Among recent quantitative reports, Paperless Trading: Benefitsto APEC (2001)
suggests that moving to electronic documentation for trade would yield a cost savings of
some “ 1.5 to 15 percent of the landed cost of an imported item.” If asimple average of a3
percent reduction in landed costs were applied to intra- APEC merchandise trade, the gross
savings from electronic documentation could be US$ 60 billion®> UNCTAD’s E-Commerce
and Devel opment Report 2001 considers trade facilitation in the broader context of creating
an environment conducive to developing ecommerce usage and applications. There are
large gains from this environment, and indeed, trade facilitation (defined broadly) would
probably play asignificant role in creating the e-commerce-friendly environment. Using
computable genera equilibrium anaysis, Asian (not APEC) welfare could increase some
US$3.6 billion from a 1 percent improvement in the cost of (which in this model formulation

> See Paperless Trading: Benefits to APEC (2001), page 18,
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isequivalent to a1l percent increase in the productivity of) wholesale and retail trade services
and an additional US$3.3 hillion from a 1 percent improvement in the cost of (productivity

of) maritime and air transport services.®

The Organization for Economic Cooperation and Development (OECD) summarizes
other available studies, most of which are limited in their definition of trade facilitation (e.g.
trade facilitation is proxied as areduction in the cost of crossborder transactions), or use data
that are quite old. See TD/TC/WP(2001)21/FINAL replicated below.

6 See UNCTAD, E-Commerce and Development Report 2001, table 8, page 33.
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Table 2.2: Summary of some of the major estimates on trade transaction costs and trade facilitation benefits

Reproduced from OECD TD/TC/WP(2001)

Study

Scope

Estimates on costs

Estimate on benefits

note

US NCITD (1971)

direct costs: documentation costs required by
government; finance & insurance; carrier; and|
forwarder/broker/or their contractual
counterpart

average documentation costs are $375.77 for
exports and $320.58 for imports. Total costs
aggregate represent 7 and 1/2 % of the value
of the total US export and import.

(none)

based on business survey

Ernst and Whinney (1988a,b) for Cecchini et | (1) direct costs: customs compliance costs. customs compliance costs (7,500 million (none) based on business survey: survey on lost
al (1988) (2) indirect costs: road hailers; and business |ECU), road haulers (415-830 million ECU), business opportunities and road haulers had
foregone and business foregone (4,500-15,000 million some methodological reservation
ECU). Approximately around 1.5% of total
intra-EC trade value for customs compliance;
1-3% for business foregone.
SWEPRO (1985) direct costs: customs compliance costs customs compliance costs are 4% of the (none) apparently certain figures were obtained from
value of import or export; i.e. 8% of the total Swedish customs and businesses
value of goods traded
EU COST 306 Final Report (1989) direct costs: documentation costs documentation costs are 3.5- 7% of the value [(none) no information about the methodology

of goods traded; with errors becomes 10-15%

UNCTAD (1994b)

direct and indirect costs - transaction costs
include: banking/insurance; customs;
business information; transport;
telecommunication

transaction costs are US$400 billion ( 10% of
the total world trade value), trade transaction
costs are at 7-10% of the world trade value.

one-quarter of transaction costs (US$100
billion) can be saved by "efficiency" by the
year 2000, (i.e. one-quarter of US$400
billion): approximately 2-3% of import value

Use NCITD (1971), EU COST 306 Final
report (1989), SITPRO (1991) and some
other.

Dee, Geisler and Watts (1996)

APEC trade liberalization programs including
trade facilitation measures, TBT, competition
policy, government procurement, and
ransparency

mentioning estimates of Cecchini (1988),
UNCTAD (1994b) and Dee, Geisler and
Watts (1996), but did not provide which one it
took

5% of value of value of goods traded (trade
facilitation measures only); 10% (if TBT,
competition policy, government procurement,
and transparency measures are taken into
account)

apparently use a secondary reference

APEC (1997)

Staples (1998),eta |

APEC trade liberalization programs including
trade facilitation measures, TBT, competition
policy, government procurement, and
transparency

direct costs: customs compliance costs

mentioning estimates of Cecchini (1988),
UNCTAD (1994b) and Dee, Geisler and
Watts (1996), but did not provide which one it
took

customs compliance costs are 7-10% of the
value of international trade

While assuming that a consensus estimate
on direct savings from trade facilitation is
around 2-3% of total import value, use 1 a nd
2%

(none)

apparently use a secondary reference

apparently use a secondary reference
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2.3 APEC Work on Quantifying Benefits of Trade Facilitation

The most recent and targeted effort to quantify the benefits of trade facilitation is that of
APEC itself in Assessing APEC Trade Liberalization and Facilitation: 1999 Update, Economic
Committee, September 1999. This report builds on a 1997 Economic Committee project The
Impact of Trade Liberalization in APEC, referenced in the OECD summary table (Table 2.2
above). The 1997 and the 1999 projects both employ computable general equilibrium (CGE)
analysisusing versionsof the GT AP model. The 1997 project focused on the Manila Action
Plan Agenda and commitments under the Uruguay Round. These were considered aswell in the
1999 project which focused on trade facilitation measures.

A 1999 Economic Committee report modeled the benefits of trade facilitation by treating
an improvement in trade facilitation as areduction in trade costs, which (in CGE models) can
equivaently be considered as an improvement in the productivity of the international
transportation sector. Based on studies referenced in the 1997 Report and a survey of Japanese
manufacturing and trading companies undertaken in 1998, the 1999 Project “used 1 percent of
import prices for the direct cost savings from trade facilitation for the industrial economies and
the newly industrializing economies of Korea, Chinese Taipei and Singapore, and 2 percent [of
import pricesfor the direct cost savings from trade facilitation] for the other devel oping
economies.”” The focus of the 1999 Report was an assessment of the benefits to trade of the
Uruguay Round commitments compared with APEC trade facilitation commitments. The results
from this modeling exercise for trade liberalization and trade facilitation are shown in Table 2.3,
which reproduces material from the 1999 Report.

! Assessing APEC Trade Liberalization and Facilitation: 1999 Update, Economic Committee, September 1999,
pagell



Table 2.3: Trade Effects of APEC Trade Liberalization and Facilitation

Reproduced identically Table 2-4

Assessing APEC Trade Liberalization and Facilitation: 1999 Update

Economic Committee, September 1999

Estimated Change in Merchandise Export Volume in 2010

(Contribution to Changes, Percent)

Initiatives APEC World
Uruguay Round Commitments 7.9 5.3
APEC Commitments; Total 3.3 1.6
(Liberalization) (2.0) (1.0)
(Facilitation) (1.3) (0.6)
UR and APEC Commitments 10.7 6.6

Notes:

1. Baseyear for simulation: 1996.

2. Thedynamic version of the model is used, assuming constant returns to scale and perfect competition and
allows capital accumulation through the incomeinvestment linkage.

3. “APEC: Tota” coversindividua action plans up to 1998, collective actions up to 1998, Osaka Initial Actions,
and the Information Technology Agreement.

4, “UR and APEC’ isthe sum of the impacts from the UR commitments and “APEC: Total”.

Considering the concept of trade facilitation (customs, standards and conformation,
business mobility, and electronic commerce) advanced first in the workshop on “ Trade
Facilitation in the Asia Pacific: New Directions and the Development Challenge,” co-sponsored
by the World Bank and Asia Pecific Foundation of Canadain 2000 it is clear that the approach
that focuses on transport costs, at best, considers only thefirst dimension? Neverthelessitisa
start to the quantification exercise and provides benchmark analysisin one of the areasripe for
trade facilitation efforts.

2.4 Measuring the Benefits of Trade Facilitation

The research approach taken by this study builds on a new approach to measuring trade
facilitation on-going at the World Bank. First, we examine a set of indicators of different types
of trade facilitation measures in a database developed for World Bank research, rather than
measuring trade facilitation simply as a change in import prices, international transportation
costs, or productivity of the transport sector.” Second, we use a gravity model of bilateral trade
flows, devel oped by the World Bank, rather than the CGE approach, to model cross-border trade
and into which we embed the indicators of trade facilitation so asto analyze the benefits of
improvements in trade facilitation. Third, the scenarios we implement to determine the benefits
of trade facilitation efforts do not assume that all economiesimprove trade facilitation by the
same amount. Rather we tailor the simulation to acknowledge that some economies have further
to go to reach best practices than others.

8 For additional information on this definition of trade facilitation see;
http://www.worldbank.org/research/trade/conference/ APEC/
® The datasets and indicators are discussed in detail in Wilson, Mann, Otsuki 2002.
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Animportant advantage of our research approach isthat we include a variety of
indicators of trade facilitation. The set of indicators includes member-specific trade facilitation
indicators for port logistics, customs procedures, own regulatory environment, standards
harmonization within APEC, business mobility, administrative transparency and
professionalism, and e-commerce use by business. Collectively these embrace the multiple
approaches to trade facilitation reflected in modern international commerce. Our analysis aso
considers the importance of focus on best practices and achieving benchmarkstied to what is
known from experiences in best practicesin trade facilitation. Considered completely separately
from any model estimation of their effect on trade, this set of indicators hel ps policymakers
judge where their economy standsrelative to their peersin regard to each of these measures. In
the context of quantifying the benefits of trade facilitation efforts, this multiple-indicator
approach and decomposing the impact of the various indicators on trade may enable more
targeted decision-making by policymakers.

Second, the Bank' s gravity model of trade deployed here is disaggregated into trade
flows of agriculture and raw material's, and manufactured goods. (We would very much like to
analyze trade flows in services, but data are not available.) We can analyze the effect of the
various trade facilitation measures on APEC trade as awhole and as disaggregated into these two
broad categories. This product disaggregation can help target policy since some APEC members
are principally manufactured goods exporters, whereas others trade principally in agriculture/raw
materials.

Third, the simulation approach offers several perspectives of the potential benefits of
improvementsin trade facilitation. It allows usto analyze the implications for intraAPEC trade
asawhole. It allowsusto examine an individual member’s exports to other APEC members,
and we can also use the results to proxy for the costs suffered by an individual APEC member
when their own trade facilitation indicators are below best practice. Thisthree-faced analysis of
simulations can be a particularly valuable input to considering alternative pilot projectsfor
individual APEC members.

In sum, using this set of indicators and modeling approach offers policymakers a stronger
idea of which type of trade facilitation efforts might provide the largest gainsin terms of
increasing trade flows for them. Whereas it remains true that a comprehensive effort yields the
greatest increase in trade, the examination of different kinds of trade facilitation and of
disaggregated trade flows could be useful for targeting of policy effort and launching of pilot
projects.

2.4aThe Gravity Model

The gravity model of international trade flowsis one of the best known approaches to
modeling bilateral trade flows. Initially more of an empirical success than having a theoretical
pedigree, it now is enjoying aresurgence of interest given its natural kinship with current
interestsin the relationship between geography and trade. The gravity model was first devel oped
by Tinbergen (1962) and Poyhdnen (1963) to explain bilateral trade flows by trading partners’
GNP and geographical distance between economies. Recent theoretical and empirical work
supporting this modeling approach includes Evenett and Keller (1998), “On Theories Explaining
the Success of the Gravity Equation,” NBER WP 6529; Feenstra, Markusen, and Rose (1998)
“Understanding the Home Market Effect and the Gravity Equation: The Role of Differentiating

20



Goods,” NBER WP 6804; and Frankel (1997) “The Gravity Model of Bilateral Trade,” chapter
4 in Regional Trading Blocs In the World Economic System, Institute for International
Economics. Other factors beside GDP and distance are relevant for bilateral trade, including for
example, population, GDP per capita (to account for intra-industry trade effects that may be
associated with economies of similar incomes and varied tastes), regional trade arrangements,
and language/ethnic similarities.

Among the recent applications of agravity model in empirical analysis of trade
facilitation, Moenius' (2000) model provides aframework for estimating the effect of product
standards on trade flows. His model includes measures of standardsin agravity model. He
additionally employs a fixed-effects estimation to control for unobserved econony (and
industry) specific characteristics. Otsuki et a. (2001) apply the fixed -effects estimation to the
case of food safety standards. Maskus and Wilson (2001) provide a comprehensive overview of
the analytical framework for analysis of the impact of technical regulations on trade.

The Bank’s gravity model employed specifically for this project focuses on bilateral trade
flows among the APEC economies. In our model, the key economic variables of the gravity
model such as Gross National Product (GNP) and the geographical distance between
corresponding pair of importing and exporting economies are used. In the general specification
of the gravity model, the logarithm of bilateral trade flowsin real valueis regressed on
logarithms of GNP of the exporters and the importers, of geographical distance between each
pair of importers and exporters, and other variablesthat can account for the rest of the variation
(Maskus and Wilson, 2001). The trade data used hereis bilateral trade flow of agricultural and
manufacturing goods among APEC member nations from FY 1989 to FY 2000. In the context of
this research report, we augment the standard gravity model specification with the various
indicators of trade facilitation.

2.4b Measuring Trade Facilitation

The definition of trade facilitation in earlier APEC work involved three dimensions:
customs, standards and conformance, and business personnel mobility—although in empirical
estimation there was but one proxy. Given theimpact of technological innovation on trade as
outlined in the Paperless Trading: Benefitsto APEC, and to economic activity overall as
discussed in theNew Economy and APEC, the definition of and empirical proxies for trade
facilitation investigated in this study should include the fourth dimension of electronic commerce
aswell.

In regard to specificity, our analysisincludes seven indicators of trade facilitation which
measure seven different categories of trade facilitation effort. Theseinclude:

Port logistics,

Customs procedures,

Own regulatory environment,

Standards harmoni zation,

Business mobility,

E-business usage, and

Administrative transparency and professionalism.

NogohkwpNpE
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These seven indicators are built up from detailed survey and economic evidence, every element
of which is specific to the APEC member.

How do the seven indicators relate to the APEC trade facilitation framework? Thereisa
close relationship between our seven indicators of trade facilitation and APEC' s framework of
customs, standards and conformance, b usiness mobility, and e-commerce. Moreover, the seven
indicators closely match trade policymaker’s concerns and technical assistance efforts.

= The'portlogistics' and ‘ customs procedures’ indicators are two different views on trade
facilitation at the border and represent different kinds of projects or technical assistancethat a
policymaker might use to address trade facilitation. Theseindicators fit under APEC’ s broad
umbrellaof customs. ‘Port logistics' focuses on infrastructure quality and efficiency.
‘Customsprocedures’ captures the APEC processes of IAP and CAP in the area of customs
procedures.

= The regulatory environment’ and ‘ standards harmonization’ indicators are two different
waysto addresses trade facilitation efforts under APEC’ s broad umbrella of standards and
conformance. Regulatory environment focuses on unilateral regulations and enforcement of
one'sown regulations. ‘ Standards harmonization’ measures the extent to which an economy
has met APEC common standards through the IAP and CAP process.

= The‘business mobility’ indicator proxiesfor its similarly named category in the APEC trade
facilitation framework.

= The'‘e-business’ indicator measures the extent to which firms are using the Internet for
electronic commerce.

= The'administrative transparency and professionalism’ indicators acknowledges the
underpinning of effective trade facilitation since this aspect of trade facilitation is
complementary to all others.

2.4c Trade Facilitation I ndicators

Upon what are the indicators employed here based? First, they include economy -specific
“raw” information that can be considered relevant for trade facilitation. Sourcesinclude IMD
Lausanne, World Competitiveness Y earbook, (henceforth WCY'), World Economic Forum,
Global Conrpetitiveness Report (GCR), Economist Intelligence Unit (EIU), Transparency
International, and academic articles. Some rate the economies according to survey questions
(e.g. Hiring foreign nationals is easy: 1= disagree strongly to 5 = agree strongly). Some dataare
numerical assessments (e.g., number of cellular phonesin the economy). In addition, we draw
on the findings of the Asia Pacific Foundation of Canada’s set of three “|ssues Reports on
Progress’ from 1999/2000, “Issue Report on Progressin APEC on Standards and Conformance,”
“... on Customs Procedures,” and “... on Mobility of Business People,” (all henceforth APF
Issue Reports).

Because we use survey data and the APF analyses extensively, they deserve further
comment.’® Weturn to survey data because there are no other empirical dataavailable on a

0 The data in the APF data sets may exclude achievements and commitments in implementation of APEC collective
and individual action, including in the area of customs. Additional analysis using our template could employ, when
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consistent basis for al of the APEC members. Some APEC members have done empirical
studies of, say, improvementsin customs costs and rel ease-times trade facilitation efforts (as for
example detailed in the Case Studiesin Section 3). These are not available, however, for all of
the APEC members (indeed are available only for afew), and we cannot assume that results
obtained by say, Singapore, would equally be enjoyed by Vietnam. Indeed, the point of this
research isto distinguish Singapore and Vietnam in their need for capacity building or pilot
projectsin varioustrade facilitation areas. Second, we turn to survey data because they are
available for the range of trade facilitation indictors tha we wish to examine—own regulatory
environment aswell as port logistics, and so on. Finally, we turn to survey data because we
know that others are too, to assess an economy for FDI investment or for other purposes, such as
donor consideration. Such survey datais not perfect, needs to be used with caution, and should
be checked across alternative sources for similar proxies (as we do when we can). But it offers
the only real potentia for the cutting-edge research represented by this study.

Second, we use the APF analyses of APEC members progress on |AP and CAP,
specifically as“raw” inputsinto the indicators for ‘ customs procedures,” ‘ standards
harmonization,” and ‘ business mobility.” We recognize that these reports do not reflect the
improvementsin customs procedures, in business mobility, and in standards harmonization
undertaken by APEC membersin the last two years and asreflected in their current IAPs.
However, despite the fact that these | APs are available on-line, the information in them has not
been distilled in afashion useful for this analysis, aswas donein the APF studies. To do such a
distillation was beyond the scope of this study (indeed probably would have itself required 6
months). Moreover, the “ Summary of VAP Reportsin 2002” (2002/SOM3/CTI/SCSC/11rev),
was compl eted contemporaneous with the presentation of theinitial findings of this study, too
latefor inclusioninthisstudy. Finally, sincethe trade data used in the gravity model span 1989
to 2000, the APF studies that assess the state of affairsin 1999/2000 is generous. A more
extensive discussion of these Reportsisin Section 5 of this study.

To put al the“raw” data on acomparable basis (since some are actual values, some are
surveys, and so on), each observation of araw series, which is an observation representing an
APEC member, isindexed to the average of all the APEC members' value for the raw series.
That is, each individual APEC-member data point isindexed to the average of all APEC
members’ data points. Each of these indexed-series we shall call an “indexed input.” So
indexed input for trade facilitation indicator i (1 to 7) and APEC member J.

TFindex i;=TFi; / avga13 TH;

Inall, 20 separate “raw” data series with observations for each of 19 APEC members are
used to create the seven trade facilitation indicators. (Unfortunately, data were universally
unavailable for Brunei Darussalam or Papua New Guinea.) Building-up the seven indicators
from multiple ‘indexed inputs,” (as detailed bel ow) reduces dependency on any one data source

data sets are complied of new e AP system data from APEC which included a standardized format for reporting.
The Appendix section also includes data from the Summary of VAP Reports in 2002 which includes relevant
information. Reference of this data in extension of the anal ysis here may affect, in particular, the individual
rankings of economies in areas such as standards and customs, for example. Rankings for those, such as Hong
Kong, China, and New Zealand, for example, among others, in standards and customs generated wit h available data
for other sources could affect results. Hong Kong, China, for example is the only free port among the 21 APEC
members and use of data from the 2002 Voluntary Action Plan (VAP) report presented to the SCSC in 2002 indicate
a 100% aignment in the APEC standards harmonization initiative. Extension of this analysis, within the context of
APEC and usage of these data sets from 2002 would be a useful exercise in augmenting our analysis in this study.
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or ‘raw’ series. The Data Appendix (Appendix A) describesin more detail the specific ‘ raw’
data series used to create each of the seven indicators. Two examples are repeated here.

Theindicator used in estimation, Port logistics (pl) is designed to measure infrastructure
quality and direct customs costs. It isthe simple average of three ‘indexed inputs': Port
Efficiency Index from Clark, Ximena, David Dollar and Alejandro Micco (2001). "Maritime
Transport Costs and Port Efficiency,” World Bank Group. From the Global Competitiveness
Report, “port facilities and inland waterways are extensive and efficient,” and “air transport is
extensive and efficient” (both with a 1=strongly disagree, 7=strongly agree survey rating)”.
Covariance analysis of the three original inputs that create the indicator Port logistics (pl) shows
ahigh correlation among them (0.87 to 0.96) raising the likelihood that the port logistics
indicator measures what it purportsto. A simple average of the three’indexed inputs’ isused on
the grounds that there is no specific argument—theoretical or otherwise—to support a more
complex weighting scheme.

Another exampleistheindicator used in estimation, Administrative Transparency and
Professionalism (tc) which is designed to measure just what it says. It isthe simple average of
four ‘indexed inputs': From the Global Competitiveness Report “Irregular, additional payments
connected with import and export permits, business licenses, exchange controls, tax assessments,
police protection, or loan applications are very rare;” (Survey respondents rate 1=strongly
disagree to7=strongly agree). From World Competitiveness Y earbook, “Bribery and corruption
exist inthe economy” and “ Transparency of government policiesis poor;’ (survey respondents
rateon 1-10 scale, 1 is strong agreement.) From Transparency International, The Corruption
Perception Index.” The correlations among these ‘indexed inputs’ is above 0.9 except for the
WCY transparency measure.

Figures (2.1-2.3) show the seven trade facilitation indicators created for each APEC
member from the ‘raw’ data. APEC members are ordered on the vertical by real GDP per capita.
Each indicator for each economy is represented by ahorizontal bar. Thevertical lineat 1.0
represents the APEC average of the created indicator. So, abar, representing an APEC member
on aparticular indicator of trade facilitation, which extends to the right of the 1.0 vertical line
suggests an economy where that created indicator is above the average for all of APEC. Bars
that do not reach the 1.0 line indicate economies, which by that particular indicator of trade
facilitation, fall below the average for APEC.
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Figure 2.1: Indicator variablefor estimation:

Port Logistics and APEC_Customs procedures
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Figure 2.2: Indicator variable for Estimation:

Regulatory Environment , APEC_Standards Harmonization, and Administrative
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Figure 2.3: Other Indicator Variables Used in Estimation:

E-business and Business mobility

Ordered by GDP per capita
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For the trade facilitation indicators that are built-up from general sources, such as GCR or

EIU (port logistics, regulatory environment, business mobility, e-business, and administrative
transparency and professionalism), the correlations among the ‘indexed inputs’ are generally
quite high (about 0.9). This suggests that the survey respondents from each of the sources are
broadly consistent with each other in their ratingsof the APEC member. This suggests a
robustness of the indicator as to source of the information, and raises the confidence level that
theindicator is correctly assessing the economy on aparticular indicator of trade facilitation*

On the other hand, for the trade facilitation indicators that are built-up from the APF
sources (APEC customs procedures and APEC standards and conformance), the correlations are
much lower (around 0.4). This could be because the | AP and the CAP do not necessarily include
unilateral measures to improve trade facilitation in these areas and that the IAP and CAP, and
that an economy’ s achievements under its own IAP and with respect to the CAP differs.

2.5 The Gravity Analysis and Regression Results

Using a standard gravity model as reviewed above, the basic structure of our specific gravity
equation is the following:

Log(exports X |3 for APEC economies | ;q) isafunction of

- log(port logistics j), log (APEC customs procedures j),

- log (regulatory environment 3, log(APEC standards harmonization j),

- log (business mobility ), log (e-business ;),

- log(administrative transparency and professionalism ;)

- log (real GDP ), log (rea GDP ), log (real GDP per capitay), log (real GDP per capita),
- log(distance between capital cities) aq3),

- dummy variablesfor NAFTA, ASEAN, LAIA, English, Chinese, Spanish language, and
adjacency.

Table 2.4 shows the variable names and expected signs for the seven trade facilitation measures:

1 For avisual presentation of the same fads, figuresin Appendix A, using aformat similar to the ones presented
here, show the ‘indexed inputs' that are averaged to create each of the trade facilitation indicators. So, for example,
all three of the ‘indexed inputs’ for each APEC economy that ar e averaged to create the ‘port logistics' indicator for
each APEC economy are shown. If the lengths of the different bars for an economy are nearly the same, this means
that the ‘raw’ source data as indexed to the APEC average equals one are quite similar for this economy and are
giving a consistent picture of this measure of trade facilitation for the economy.
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Table 2.4: Regression Overview

Trade Facilitation Variable Sign | Discussion of expected sign

Measure | hame ____ | __

Port logistics (Iph) (+) | Asport logisticsimprove at destination
Xizincreases

APEC customs (lcp_APEC) | (+) | Aseconomy jimplements APEC customs

procedures procedures, X,jincreases.

Regulatory (Ire) (-) | Aseconomy ;unilateraly tightens

environment standards, Xisfalls.

APEC standards (Isc. APEC) | (+) | Aseconomy jconformsto APEC

harmonization standards, X,;increases

Business mobility (+) | Aseconomy jrelaxes hiring and

(Ibm_APEC) immigration for business people, X |;

increases.

E-business usage (Iebusi) (+) | Aseconomy jincreases business use of
Internet, X3 increases.

Administrative (Itc) (+) | Aseconomy jimproves its transparency

transparency and and reduces corruption, Xy increases.

professionalism

Table 2.5: Regression Results

manufactured goods agriculture and raw materials

variable || |Coef. std.Emr |t variable || |Coef. StdEr |t

Ipl | | 5.219835| 0.24429. 21.371pl || 3.783959] 0.276989 1366
Icp apec || |-0.233721] 0.079924 -2.92)Icp apec ]| ]-0.117647] 0.090636 -1.3
Ire | |-3.084366] 0.270567 -11.4Ire || -1.55033] 0.306436 -5.06]
Isc_ apec || | 0.764969] 0.046112 16.59)Isc apec || ] 0.477785] 0.052214 9.15)
ltc | | 0.452864] 0.135667 3.34]lic 1 |-0.348855 0.154196 -2.26)
lbm | | -040932] 0.143493 -2.85]lbm | | 0.427442] 0.162598 -2.63]
le-bus L1 0.282571] 0.10360 2.73]le-bus 1] 0.633212] 0.117508 5.39
Idist | -0.5817] 0.024419 -23.82]Idist | 1-0.843762] 0.027657 -30.51
R-sg: within =0.7063 R-sg: within =0.6335
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Table 2.5 displays regression results that yield a number of observations.? In overview,
the approach used in the study to create a set of distinct trade facilitation indicators and deploy
them in agravity model of trade is generally successful. The coefficients for the seven trade
facilitation measures are generally significant and most are of the correct sign. The coefficients
are different from each other, and are different for trade in manufactured goods versustradein
agriculture and raw materials, suggestive of different implications of trade facilitation efforts by
both specific indicator and for broad categories of trade. Thisiswhat we hoped for, that the
variation in trade facilitation measures would be reflected in different elasticities of trade with

respect to these measures. From the standpoint of policymaking, these differencesin elasticities
imply possible different approachesto trade facilitation to affect exports of individual economies
and of the APEC region as awhole.

More specificaly:

In sum our analysis reveals that trade facilitation involves more than reducing the cost of
transportation and distance-- although these are the most important. This suggests that a
multiple-target approach to policy reform and action has substantial traction to increase intra-
APEC trade. Our resultsindicate that other empirical research on quantifying the benefits of
trade facilitation, which used transport costs as a proxy for trade facilitation, likely
underestimated the elasticity of trade with respect to broad trade facilitation efforts. Thisis
an important first consideration for policymakers as they consider trade and devel opnent
prioritiesin the future.

Under the APEC rubric of customs, ‘port logistics' has by far the highest elasticity. This
suggests that the greatest gains to intra-APEC trade would come from improvements in this
area. An elasticity of trade with respect to port functions of this magnitude is supported by
internal analyses reported by Hong Kong, China; and Japan as presented in a Trade
Facilitation Seminar held in Bangkok, Thailand (August 2002). On the other hand, aligning
members’ ‘ customs procedures’ through the IAP/CAP processes somewhat surprisingly is
negatively associated with intra-APEC trade. This variable accounts for both consistency
between the IAP and CAP (amember’ s intentions) as well as actual implementation of those
goals, so adifference between intention and achievement may affect this measure.
Moreover, unilateral effortsto improve customs procedures may not be reflected in the
indicator used here. Finally, multicollinearity among various variablesin the regressions
(particularly with ‘administrative transparency and professionalism’ may also affect this
result.

Under the APEC rubric of standards and conformance, unilateral tightening of regulations
(‘own regulatory environment’) has a significant and deleterious effect on trade in the APEC
region, particularly for manufactured goods trade. On the other hand, harmonization to
APEC standards through the | AP/CAP processes has a significant and positive effect on trade
in the APEC region, particularly for manufactured goodstrade. This suggests akey rolefor
both the intention to meet own AP, the important goals of APEC’s CAP in this area, aswell
as the implementation thereof.

12 Complete regression output is in Appendix A.



= Enhancing business mobility has an unexpected negative sign, perhaps pointing to poor
measurement, or that, in fact, business mobility haslittle positive impact on trade.

= E-business usage has apositive and significant effect on intra-APEC trade in both
manufactures and agriculture/raw materials. Whereas the coefficients are not large, the fact
that the indicator is robust in estimation should support efforts within APEC to enhance e-
commerce usage through the e APEC Strategy and Paperless Trading initiatives.

= Administrative transparency and professionalism has a positive and significant effect on
intra-APEC manufactures trade, although it has a surprising negative coefficient on
agriculture/raw materialstrade. Multicollinearity between ‘ standards harmonization’
‘customs procedures’ and ‘administrative transparency and professionalism’ may be a source
of problemsin theregression. However, the robustness of this coefficient in the context of
manufactured goods supports the importance of transparency and professionalism.

Given the potentia problem of multicollinearity of regressors, some robustness analysis
was undertaken. Using the same functional form of the model and regression, but with
somewhat different ‘indexed inputs’ averaged into the indicators for ‘ customs procedures’ and
‘business mobility’ (using survey datain addition to APF analysis) and collapsing ‘ customs
procedures’ and ‘ administrative transparency and professionalism’ into asingle variable yielded
the following assessment of robustness of regressors. The ‘port logistics' and ‘ standards
harmonization' and ‘e-business’ variables are remarkably robust as to sign and magnitude of
coefficient regardless of what other regressors are used; thisis particularly true of the dominant
variable of ‘port logistics.” Various efforts to obtain ‘more intuitive’ estimates for variablesthat
areindicators of customs proceduresfailed to alter its unexpected negative sign. Similarly,
alternative approaches to measuring business mobility did not yield the more intuitive positive
correlation.

Accordingly, the regression model as shown &ove was used for simulations on the key
variables that were most robust: ‘port logistics' and ‘ standards harmonization’ and * e-business;”
‘administrative transparency and professionalism’ was also afocus of simulations.

2.6 Simulation With the Gravity M odel Results

The gravity model approach alows usto consider how much trade in the APEC region
might be increased under various scenarios of “improved” trade facilitation. Wewill examine
scenarios that focus on improved port logistics, improved standards harmonization, improved
administrative transparency and professionalism, and improved e-business usage. Our objective
isto use our trade facilitation regressions to help inform policymakersin the individual
economies of APEC of which kinds of trade facilitation efforts might achieve the greatest
improvementsin trade for them, first under conditions of common effort by all APEC members
and second, under conditions of unilateral effort. Thus, the scenarios are designed both to help
inform the individual APEC member and the donor community on which kind of pilot projects
and capacity building could reap the greatest benefit, as well asto help APEC the institution to
pursue consensus improvements (for example through the CAP process) to reach the Shanghai
objective, the Bogar goals, and generally to increase intraAPEC trade.

To better present afoundation that might inform the decision to reach these objectives,
our approach to running scenarios differs somewhat from the standard approach. The standard
approach to running scenariosis to assume an X percent change in the target variable for all
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individualsin the regression sample: say a 10 percent improvement in the ‘ port logistics
variable for all APEC members. However, this strategy does not make sense in the context of
trade facilitation efforts where some economies are already |eading the way with best practices
and others are no where near even the APEC average.

Changing the approach to simulation scenariosis particularly important given that the
objective of these exercisesisto help point to where policymakers and donors might direct
money and other forms of assistance. For example, if an economy is already using best practices
in‘port logistics' it really does not need to improve afurther 10 percent, and really should not
direct additional fundsto an areawhereit already isaglobal leader in practice. On the other
hand, those with very poor ‘port logistics' could, with assistance and capacity building, improve
by more than 10 percent from where they are now. So, the common simulation methodology of
applying a standard metric of an X percent improvement for all does not make sensein the
context of our objectives. In contrast, our scenarios take account of this differential potential for
improvement. (Recall that this different metric of improvement for different APEC members
was also applied in the APEC 1999 study, with a 1 percent reduction in costs for industrial and
newly-industrializing members of APEC and a 2 percert reduction in costs for developing
members of APEC.)

Before looking at the results, a bit further explanation of the perspectives for analyzing
the resultsis appropriate. First, for any individual economy within APEC, we can consider the
change intrade from the perspective of the economy as an exporter to the APEC region. Here
the gains in exports for any individual economy will depend on which economies within APEC
the economy trades with and how much improvement is achieved by those trading partners under
the particular trade facilitation scenario. As an exporter, gains from trade facilitation result less
from what the economy does itself and more from what the APEC membership does collectively
to improve trade facilitation.

However, for any individual economy, we also can consider the change in trade from the
perspective of the economy as an importer. Here the gains (which are measured as increased
imports) depend only on unilateral trade facilitation efforts of the economy itself. Fromthis
perspective, theincrease in imports from trade facilitation , point to those areas where there are
greatest inefficiencies with respect to trade facilitation in an economy. Some policymakers look
askance at increased imports, and would not want to undertake any trade facilitation effort that
would yield moreimports. This point of view is mistaken in the context of an exercisein trade
facilitation. Rather, our scenarios help measure the inefficiencies and costsimposed on domestic
producers, consuners, and future exporters from a poor trade facilitation environment at home.
Increased trade, including imports and exports raises welfare over time.

The scenario results and applicability to pilot projects are addressed following a
consideration of lessons learned in selected case studies of trade facilitation projects undertaken
by economiesin the region.

2.7 Application of Resultsto APEC 5% Goal

The methodology and approach in our empirical analysis attempts to measure trade
facilitation in a manner more specific to international commerce than focusing on customs or
port efficiency alone. The framework of trade facilitation indicators used here matches APEC's
broad concept of trade facilitation and generates useful information to assist in policy
formulation. Thisistrue for both individual economiesand for APEC asaninstitution. The
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gravity model developed here allows an examination of two different types of trade
(manufactured goods and agriculture and raw materials) which can help d etermine the
effectiveness of various trade facilitation efforts for individual APEC members.

The goal of reducing the transactions costs of trade by five percent has been put forward
in the Shanghai Accord. A first approach isto equate transportation costs of trade with
transactions costs of trade. Our analysis suggests that we must think of trade facilitation in
broader terms, although our research does reveal the importance of port logisticsto overall trade
performance. Theresultsin this section point to other key areas where APEC as a group can
significantly improve trade through broad-based trade facilitation efforts. Thisincludes standard
harmoni zation, improved administrative transparency and professionalism, and increased e-
businessusage. For individual economies, these results can help inform policy makers of where
the greatest bottlenecksto greater trade might be. Reform efforts, capacity building, donor
assistance, and private sector partnerships can use these results asinput to decison-making and
direction of effort.



3. Three Case Studies of Trade Facilitation in the Asia-Pacific

In order to develop recommendations to enhance and expedite international trade, itis
important to draw on past experiencesin trade facilitation, both successful and unsuccessful.
Each of these experiences must be considered in the context of a peculiar economy, its
economic, social, and political environment. This section of the report provides an overview of
three successful examples in trade facilitation—experiences of Chinese Taipei, Peru, and
Republic of Korea. They were selected for study in an effort to provide a balanced view by
examining APEC members different in economic, geographical, and cultural respects. The
selected cases involve several trade facilitation measures, an advantage that allows a multi-
faceted approach to trade facilitation, and highlights the impact of facilitation measuresin
support of economic development.

The case of Chinese Taipei focuses on regulatory measures and customs reform, while
the study of Peru examines effects of ecommerce and innovationsin customs policy, and the
example of Korea demonstrates the compound effect of regulatory changes, information
technology, and customs reform. Accordingly, these case studiesin collection point to the value
of pursuing the detailed empirical efforts presented in the previous section.

3.1 Case of Chinese Taipei
3.1a Risk Management and Technology in Chinese Taipei

At the turn of the 21* century, Chinese Taipei, with only 36 thousand square kilometers
in area, was the sixteenth largest economy in the world. Chinese Taipei was also the fourteenth
largest exporter in the world, selling in 2001 over $168.5 hillion in goods and services abroad.
The economy’ s annual imports of over $ 165.7 billion placed Chinese Taipei number 16 on the
list of the world' slargest importers. These figures reflected efforts of Chinese Taipel to promote
freetrade. In 1992-1994 Chinese Taipel customs completed the Air Cargo and SeaCargo
Import/Export Automation Systems. These systems linked together customs clearance units and
private businesses through Trade Van and enabled Electronic Data I nterchange (EDI) among all
units. Along with other efforts, these measures allowed for an efficient, fast, and often paperless
customs clearance process.

In this predominantly barrier-free clearance process, the major challenge centered on
ensuring compliance. Thiswas clearly identified by Mr. Ren-Hsiung Fu, former Director
General of Chinese Taipel Customs:. “A barrier-free clearance environment is not meant to
abandon its duty of anti-smuggling and prevention of fraud, but to change our enforcement
strategy from containment to risk management by which to target high risk groups, i.e. to rely
increasingly on technology that pinpoints risk and permits the low risk cargoes and passengers to
pass through customs unimpeded.” 3

In the 1990s, the number of declarations processed by the Chinese Taipei customs
increased by over one third from4.7 million in 1991 to over 7 million in 2000.** During the

13 From the speech of Mr. Ren-Hsiung Fu to Chinese Taipei and foreign express consignment carriersin 1999, taken
from Dr. William L. Wang, Chinese Taipei Modernization in Achieving Facilitation and Enforcement, The Inter -
American Development Bank Best Practices Exchange Program for the Customs Administrations of the Caribbean,
Latin America, and East Asian Countries, September 2001.

14 | nter- American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 103
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same period the customs personnel decreased from 4,369 to 4,191. Thus, Chinese Taipei
customs was confronted with two new tasks: how to control spiraling volumes of trade with
diminishing resources and how to enforce regulation without impeding trade.

3.1b The Reform Program

In 2000, in order to address the challenge of enforcement in the environment with greater
trade flow and fewer financial resources, Chinese Taipei customs launched a reengineering
program. Customs management decided to devel op a system that would determine which
shipments needed inspection and which could be cleared freely.

Traditionally, cargo selectivity and entry summary selectivity were combined by Chinese
Taipei customsinto one step. Thisallowed for simultaneous completion of cargo examination
and document review before the shipment release. Traders needed to file customs declaration
only once, transmitting it via the Electronic Data Interchange. Within 15 minutes of filing the
declaration, the traders received a notice regarding the classification of their cargo. Cargo was
classified into three categories, C1, C2, and C3 according to the potential risk of the shipment.
Classification C1 referred toshipments with minimal risk that could bypass clearance. Goods
classified as C2 were subject to document review, while cargo that fell into C3 category was
subject to shipment inspection and document review if necessary.

In late 1990’ s the examination rates for air and sea cargo were 18% and 25%,
respectively®® However, in order to handle the increasing volume of trade, Chinese Taipei
customs set an ambitious goa of reducing the inspection rate to less than 5%. To accomplish
this goal, the Customs Reengineering Promotion Committee organized atask force to review
cargo classification process and to narrow the focus of customsinspections. In addition to
imports required for examination, the task force reviewed those for which traders often requested
an inspection. Asaresult of this campaign, the average inspection rate for sea cargo was
reduced from 25% to 20%, while this figure for air cargo fell from 18% to 10%.'° Thereform
maintained control over key shipments while loosening regulations and expediting clearance for
lowerrisk cargo. What were the key elements of the program?

3.1c Risk management

In the context of customs, risk management refers to the way of determining specific
cases and methods of customs intervention that would, o n the one hand, ensure compliance and,
on the other, facilitate legitimate trade. In May 1997, the APEC Subcommittee on Customs
Procedures (SCCP) endorsed risk management technical stance as a part of the Collective
Action Plan (CAP).

One of thefirst steps in the risk management reform was customs management training
supplied by in-houseinstructorstrained by the APEC-SCCP and the United States customs
service. Also, an APEC Study Mission Team conducted an expert study mission in Chinese
Taipei in November 2000. About 100 experts from Chinese Taipei customs, including those
from each of the four customs bureaus (Keelung, Taipel, Taichung, and Kaohsiung), had the
opportunity to draw on the experience of the experts.

15 | nter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 104
18 |nter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 104
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At the next stage of the reform, Chinese Taipei customs created three task forcesto raise
efficiency of each of the three enforcement systems for cargo clearance—manifest review, cargo
selectivity, and post import/export audit. In the area of the manifest review, the task force was
confronted with the goal of removing all manual processing to refine targeting illegal shipments
and ensure prompt identification of smuggling beforefiling al entries. At the stage of cargo
selectivity, another task force was created to fine-tune the targeting system and narrow down the
focus of examinations. Finaly, at the level of post import/export audit, the efforts of the team
focused on devel oping a process to conduct post-import audits to further limit opportunities for
smuggling.

The risk management process was formalized in six distinct phases—risk identification,
risk analysis, risk evaluation, treatment of risk, monitoring, and soliciting feedback. At the stage
of risk identification, Chinese Taipei customs broadened the range of sources for identifying
risky shipmentsto include intelligence suspicions, allegations of violation, historical data aswell
asjudicia and regulatory investigations.

At the stage of risk analysis, Chinese Taipel customs devel oped a comprehensive
approach to risk evaluation. To determine the degree of risk, customs analyzed the frequency
and patterns of violations, specifics of goods involved, and risk consequences such as evasion of
duties or threat to public health.

With respect to risk evaluation, traders were classified into three categories—ow risk,
medium risk, and high risk—each carrying a different weight in cargo selectivity. In the area of
risk treatment, customs authorized supervisors to set flexible selectivity criteria that changed ona
daily basis. This measure prevented illegal importers from using cause/effect and historical
analyses to determine targets of customs selectivity. Also, performance review of customs
personnel was reviewed to reflect employee effortsin enhancing importer compliance rates.

In order to ensure constant evaluation of selectivity criteria, Chinese Taipei customs
established history files that identified authors of criterion changes and result files that reflected
the effectiveness of the selectivity criteria. Improved techniquesin the area of risk management
substantially expedited customs clearance without compromising control over the shipments.
Average clearance time for air cargo was reduced to 21 minutes and over three-fourths of entries
bypassed customs. Averagetime for sea cargo clearance declined to 1 hours and 52 minutes,
with over 50% of entries bypassed’

3.1d Post-import/export audits

Increased trade volume, shorter clearance time and loosened inspection requirements
raised the importance of post-import auditions. Measuresin several areas of customs process
focused on further increasing compliance and eliminating illegal practices.

In the regulatory area, customs legislation was revised to allow customs auditors to
review importers' and exporters’ bookkeeping records and computer files. In coordination with
tax authorities, customs devel oped mechanisms for crosschecks between the declared value of

¥ These figures were updated by Chinese Taipei, but are corroborated by those presented in M. Lane, Inter-
American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 106
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goods and taxes paid. Finally, customs developed explicit guidelines for conduding audits, thus
taking another step towards a more standardized and transparent audit process.

In the area of human resources, customs officials received further training in auditing. As
aresult of several specific bilateral training experiences, over 300 Chinese Taipel customs
officials received advanced training in auditing*® Finally, IT personnel in cooperation with
customs officers devel oped a wide range of automated toolsto facilitate query operationsin the
Electronic Data Interchange nmode.

3.1e Partnershipswith Traders

In order to increase its scope of control, Chinese Taipel customs established strategic
partnerships with exporters, importers and other trade agents. These parties started to share some
of customs responsibilities in identification of illegal practices. In return, these parties received
preferential treatment, such as reduced examination rate and exemption from mandatory cargo
escort, critical aspects for businesses such as express carriers.

To standardize conditions of partnerships, Chinese Taipei customs developed a
Memorandum of Understanding (MOU) that delineated cooperation of customs with involved
parties. Success of theinitiative was reflected by over 71 signed partnershipsthat led to a
significant nurmber of seizures. One example was seizure of multiple shipments of the drug
Ecstasy based on the information provided by express carriers.

3.1f Results

Chinese Taipei customs achieved considerable successin trade facilitation by battling
bureaucracy, inefficiency, and incompliance on multiple fronts. Effortsin the regulation of
cargo inspection reduced average examination rates by 20-40% and expedited clearance without
jeopardizing control over shipments. Risk management techniques ensured more accurate
analysis of shipments and direction of customs resources targeted specifically at high-risk cargo.
Human and financial resources were saved at the same time as there was increased compliance in
goods crossing the border: More effective techniques of risk analysis, enhanced by information
technology, enabled customs officialsto prevent over 8 thousand illegal shipments valued at
about $20 million in 2000.%°

Innovationsin auditing further decreased trade barriers by examining select shipments
only after customs clearance. During the first half of 2001, such carefully selected audits led to
uncovering 121 fraud cases, increasing the state budget by $3.5 million in collected duties and
fines.® Asaresult of multiple efforts in different areas of trade facilitation, Chinese Taipei
customs increased efficiency, precision, and transparency. Chinese Taipei clearly demonstrated
how more efficient trade policies translate into more broadly -based economic benefits.

18 A Senior Auditor of the Regulatory Audit Division of the US Customs Service and other auditing experts were
dispatched to Chinese Taipei to give lectures and provide guidance to customs personnel. A senior auditor of
Chinese Taipei customs was sent to receive training from the US Federal Law Enforcement Training Center.

191 nter -American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 104

20 | nter- American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 106
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3.1g Lessons Learned

The example of Chinese Taipei customs demonstrates that enforcement and trade
facilitation are not mutually exclusive tasks. Moreover, such goals can be achieved even under
conditions of scarce resources and increasing trade volumes. Since it is difficult for customs to
affect trade volumes, the key emphasis should be put on adapting to new trade patterns and
implementing changes that would address developmentsin international trade.

Chinese Taipei customs showed the effectiveness of extending customs networks into the
trade community. Establishing partnerships with credible, low-risk business partners created an
atmosphere of mutual trust, helping to build a stronger, more transparent trade community with
fewer regulations and more favorable investment climate. In the future, this measure will
leverage the expansive resources of the private sector and help solve the problem of finances
faced by many government agencies in the developing economies.

Finally, the experience of Chinese Taipei demonstrates that an effective approach to trade
facilitation and enhanced compliance involves improved risk management, a technique that
improves customsinspections. The more precise the examinations, the greater savings of
resources while at the same time accelerating trade.

3.2 Caseof Peru

3.2a Customs Reform in Peru

At the beginning of the 1990’ s, Peruvian Customs was an organization with a staff of
approximately 4000, responsible for the processing of $4 billion in imported goods. Customs
collected annual duties of $626 million, afigure that represented nearly a quarter of al
government revenues.”  Outside observers and multinational carriers of goods often
characterized Peruvian customs as a poorly equipped, under funded organization with inadequate
facilities and poorly trained and incompetent staff. These observations were also supported by
the statistical data.

In 1991 only 2% of Peruvian Customs personnel were professional employees.??
Paperwork-intensive systems and antiquated customs procedures, combined with an inspection
rate of 70 to 100%, resulted in clearance times ranging from 15 to 30 days. High and complex
tariffs with 39 duty levels ranging from 10% to 84% further aggravated the situation. Lack of
conformance among officersworking in the 19 ports, absence of transparent guidelines, and
extensive individual discretion of underpaid staff all created ample opportunities for corruption.
Asaresult, customsfell far short of the projected revenue collections even in the environment of
high duties.

2! Lane, M., International Supply Chain Management and Customs. Peru—a Case Study The World Bank, October
2001, p. 6
22 | ane, M., International Supply Chain Management and Customs. Peru—a Case Study, The World Bank, October
2001, p. 6
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3.2b Forerunners of Change

The early 1990’ s were marked by afew political and economic factors that encouraged
positive changes in the customs process. In 1991 Peru noted problems in customs
administration and expressed intent to reform along with appointment of a new Superintendent
of Customs. A new management team was established to carry forward areform program and
took responsibility for the reform process. Among those providing initial management guidance
and financial support were the Inter-American Development Bank, the Organization of the
American States, and the World Bank. Consultants were employed on an ad hoc basis when the
specific expertise and skills were needed.

3.2c The Reform Program

Peruvian Customsi mplemented a top-to-the-bottom approach. The new customs
management team were committed to instill integrity, service and competencein the
organization through the introduction of procedures and controls from the top. A uniform Code
of Conduct was established to communicate the change in culture and standards within the
organization. The goal of this innovation was to ensure conformance and transparency
throughout the system and limit individual discretion of personnel. The management team
developed afourstep action plan. This action plan was guided by the three Technical
Cooperation Agreements with the IBD for Customs Reform and Modernization. The reform
action planincluded 4 distinct phases: (1) Addressing the fundamentals of customs; (2)
Applying leverage; (3) Advancing skills and knowledge; (4) Implementation and integration.
Each phase of the action plan focused on a particular area, had its clearly defined tasks and a
determined timeline.

Thetask of theinitial stage of the reform was to resolve problems involving Peruvian
customs as awhole, such as excessive tariff levels, corruption, poor training, low automation,
and excessive individua discretion. An immediate emphasis was placed on new customs
legidlation that was meant to esteblish a more transparent environment and ensure concerted
actions of customs officials. A new customs law reduced 39 tariff levels ranging from 10% to
84% to only two tariff levels of 15% and 25%.% Other changes in |egislation focused on
conformance of Peruvian regulations with international customs standards, such as those
established by the Kyoto Convention on the Harmonization and Simplification of Customs
Procedures. Legal changes set up the stage for addressing one of the most difficult aspects of
change management—human resources.

3.2d Changesin human resource policy

To deal with issues in human resources, management implemented atwo -tiered
approach: first, all employees who were found involved in corruption were let go; second,
management contracted with a university to devel op tests of employee competence. Continued
employment of personnel was made contingent on passing thesetests. Although substantial
pressure was exerted on the customs to rehire discharged employees, customs management,
backed up by support elsewhere in government resisted this pressure. Asaresult of these efforts,
employee corruption decreased, while competence levelsimproved. Asapart of thereformin

23 |ane, M., International Supply Chain Management and Customs. Peru—a Case Sudy The World Bank, October
2001, p. 15
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the area of human resources, salaries of the retained personnel were dramatically increased to
equal amost 10 times the amount of previous salaries.

Several other steps were taken to increase the competence of customs officers. Hiresfor
professional positions were limited to university graduates. Furthermore, management
established atraining academy and offered up to one year of training to new and incumbent
employees. In addition to these efforts, customs embarked on a program to bring new skills and
knowledge to organization through external recruitment of mid-career professionals—
economists, auditors, statisticians, and information technology experts. Asaresult of these
(rsrz)%?sg‘{es, percentage of professional employeesin Peruvian customs increased from 2% to

0.

3.2eIntroduction of advanced technology

Customs management introduced information systems to coordinate and streamline the
clearance process. Customs explored the implementation of ASY CUDA, an information system
devel oped by the United Nations Conference on Trade Development (UNCTAD) to autonete the
trade process. However, after consideration of ASY CUDA and afew other aternatives,
management decided to develop its own system—SIGAD, tailored specifically to the customs
needs. Theintroduction of SIGAD allowed Peruvian Customs to target specific shipments for
intensive inspection, reduced paperwork, collect accurate trade statistics, and facilitated the flow
of goods through customs control. Thisinformation system not only enabled Peruvian Customs
to handle an expanded workload with a reduced staff but also relieved officers from many
routine tasks and allowed the newly skilled workforce to focus on analytical problems.

The new information system enabled customs agentsto file entries electronically, pay
dutiesdirectly to the designated financial institutions, and consult in real time with any other
members of the organization. Electronic cataloging and identifying high and low risk shipments
alowed officers to reduce manual inspection rates from 70-100% to a maximum of 15% and
average clearance time fell from 15 to 30 daysto arange of 2 hoursto 2 days?

Asaresult of these innovations, Peruvian customs was transformed into an information-
based organization where preprocessing and post-audit techniques replaced physical inspection
and paper-based systems. Successes of the SIGAD information system led several other South
American customs to consider it for adoption.

3.2f Results

As aresult of the reform, the efficiency of Peruvian customs was significantly improved.
This was reflected in the fact that Peruvian customs was ranked among the 10 best performing
Peruvian organizationsin the private or public sector.® Successes of the customs reform in Peru
quickly translated into improvementsin the area of trade facilitation. The most remarkable
achievement of the reform is the combination of areduction in tariffs and personnel with ahuge

24 Lane, M., International Supply Chain Management and Customs. Peru—a Case Sudy The Worl d Bank, October
2001, p. 9

25 Lane, M., International Supply Chain Management and Customs. Peru—a Case Study The World Bank, October
2001, p. 15

%6 Lane, M., International Supply Chain Management and Customs. Peru—a Case Study, The World Bank, October
2001, p. 14
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increase in the revenues. The following comparison of Peruvian customsin 1990 and 1996
summarizes the major successes of the reform and underscorestheir ultimate effect on trade:

Duty rates were simplified from 39 categoriesto only 2 levels.

Duty rates were reduced from arange of 10% to 84% to two tariff levels of 15% and
25% .

Staffing was reduced by approximately 30% from 3800 to 2600 persons.

Release times went down from 15 to 30 daysto arange of 2 daysto 2 hours.

Import value increased nearly 100% from $4 billion in 1990 to $7.5 billion in 1996. 27
Customs revenue increased by 4 times from $626 million to $2723 million despite
reductionsin inspection rates, personnel and duty rates?®

Customs contribution to national revenue collections increased from 23% to 35%.

Of course, there are always areas for improvement. The trade and business community in
Peru has expressed concerns regarding the appeal process for re-classification and re-valuation of
customs, the fact that minor mistakes (such as clerical errors or manifest discrepancies) are
treated as violations and often result in serious penalties, that there are still inefficiencies in cargo
release, and that smuggling and contraband trafficking are not yet completely excluded from
customs practice. Yet clearly, Peru has made progress in the area of trade facilitation.

3.2g Lessons Learned

The example of Peruvian custorns demonstrates that economies can implement successful
trade facilitation projectsin arelatively short period of time. The two essential factorsfor the
success of the reform are political support from top government officials and astrong
management team capabl e of implementing changes.

Moreover, Peru offers some lessons on the issue of revenue collection and compliance on
the one hand and trade facilitation on the other. Some governments believe that they have to
make a choice and as aresult, some emphasi ze enforcement at the expense of trade facilitation,
while others sacrifice compliance to facilitate trade. This case demonstrates that an economy can
increase its customs revenue, improve standard compliance, and facilitate trade at the same time.

Automation and e-commerce are often regarded as additional attributes that do not
fundamentally change the major procedures of trade. Peruvian customs has shown that
appropriately applied technology is one of the key aspects in trade facilitation, and a measure
that can revol utionize the trade process.

3.3 Case of Republic of Korea

3.3a Customs, Regulatory Reform, and E-Commerce in Republic South Korea

In the second half of 1990’ s, South K orea was confronted with two major tasks to address
new problemsin international trade. Thefirst goal was to adopt information technology to

27 Lane, M., International Supply Chain Management and Customs. Peru—a Case Study The World Bank, October
2001, p. 14
28 |ane, M., International Supply Chain Management and Customs. Peru—a Case Study, The World Bank, October
2001, p. 15
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modernize and streamline the customs clearance process. The second task was to simplify
import regulations and curtail logistics costs that represented a growing portionin the cost
structure of importers.

Introducing information technology was essential for improving customs transparency.
Most of the information provided by the customs was supplied manually and in paper form,
which significantly delayed processing of requests. If the interested parties could not get afull
access to needed information, some had to rely on personal relationships, which inhibited
customs transparency and bred favoritism. Also, this situation prevented importers from
adopting modern inventory control systems such as just-in-time delivery, which raised the cost of
international business.

These problems led Korean Customs Service (KCS) to consider developing an
information system that would share with importers real-time data about customs clearance.
Such system would prevent delays or unjust handling and allow importers to exercise greater
control over the shipment schedules.

The second task faced by Koreawas to simplify import requirements and reduce logistics
costsin international trade in order to compete in adifficult post-crisis economic environment in
Asia. Verification of import and export requirements (VI1ER), such as quarantine and licenses,
was performed by various government agencies. Inthe mid-1990’s, these costs accounted for
over 15% of Korea's GDP, while this figure for the US was 10.5% and for Japan 8.8%.%° Thus
the goal of reducing these costs emerged as a national priority in an effort to strengthen Korea's
economic competitiveness.

3.3b Customs goes online

In November 1998, in an effort to improve customer service and increase customs
transparency, KCS launched its first Web page. The site gave all public users free access to
information on import/export procedures, customs law, administrative arrangements, commodity
classifications, and tariff rates. The KCS home page also supplied data on trade statistics,
valuation of goods, as well as on exemptions, prohibitions and restrictions of the clearance
process. The Web site offered importers the ability to transmit their opinions and the needs of
clientsto customs administration. All customers also received an option to submit personalized
guestions viathe Web interface, afeature that guaranteed first-hand answers from customs
officials within a maximum of 3 days. Starting in August 1999, KCS offered an option of e-mail
notice of cargo arrival to al the importers. This free service enabled importers to receive cargo
declaration information from the shipping companies as soon as it was received by KCS, often
long before the shipping companies would notify the importers themselves.

2 |nter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p.59
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3.3c Import cargo clearance

At the next stage of KCS technology program, customs launched the import cargo
clearance system—one of the innovations most expected by the business community. The
system provided online information about cargo clearance process and alowed importers to
check the location and status of their goods and track the applied customs procedures.  For this
purpose, the system used cargo declaration data (manifest data) that were electronically
transmitted by the shipping companies or airlines to the Independent Manifest Consolidation
system (MFCS).

However, despite obvious benefits to private sector, theimport cargo clearance initiative
met several obstacles. First, the airlines that did not use UN/EDIFACT (United
Nations/Electronic Data Interchange for Administration, Commerce and Transport) objected to
the new arrangement. Thisissue was resolved by automatically transforming the data used by
airlinesinto the UN/EDIFACT format within the MFCS. Also, airlines and shipping companies
managed their cargo through a master bill of landing. Thisfact madeit difficult to identify less-
than-container loads of cargo. Therefore, it was decided that each issuing agent should transmit
itsown cargo datato the MFCS independently.

By introducing the import cargo clearance system all cargo data can be captured at one
point and make them available for use by all related parties, including customsbrokers,
warehouse managers, customs transit operators and others. This free service not only helped
save labor costs but also improved the transparency of the customs process by providing
coordinated information in real time. According to a KCS survey, 54% of over three thousand
respondents identified the import cargo clearance system as the most valuable feature of the KCS
technology initiative®.

3.3d Paperlessimport clearance

Spurred by the success of the online initiative, KCS made further efforts to improve
customstransparency. In order to simplify itsimport clearance procedures and expedite the
logistics flow, in July 1999 KCS began to operate the Paperless Import Clearance System. Under
this system, 19 government agencies and 48 organizations, such as industry associations and
national institutes of plant and veterinary quarantine, were interlinked in an electronic network.
All required documentation, including inspection certificates and approval papers, was
standardized in el ectronic format.

In the past, importers spent significant time preparing and submitting paper documentsto
the governmental agenciesfor alicense and approval. The introduction of the paperless
clearance system reduced the time from the submission of a declarationto acceptance by relevant
authorities from 2 hours and 50 minutes to only 45 minutes® The new system was welcomed
_by the t)3l1251 ness community and became a customary procedure for over 90% of all Korean
imports®<,

% | nter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 74

31 Korea's Recent Efforts to Streamline the Customs Clear ance System Country Report, World Trade Organization,
June 2000, p. 3

32 Inter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 78
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3.3e Applicationtracking

In June 2001, in an effort to corroborate its commitment to fully transparent trade
procedures, Korean customs opened to the public its decision-making process on 18 types of
applications. Thesetypes of applicationswere sel ected on the basis of three criteria: priority for
tracking of manually processed procedures, workload of customs officers, and volume of a
particular type of applications. Tracking procedures were linked to the KCS Web page, enabling
the applicants to receive information about the officers handling and reviewing the application,
reasons for delays, and expected approvalstimes.

However desirable, introduction of the system met afew stumbling blocks. First,
customs officers objected to inputting tracking data at every stage of the decision-making
process. To address these concerns, KCS committed to automating all procedures. Second,
some applicants expressed concerns about the privacy of their applications. Customs responded
by reviewing sensitive issues before rel easing them to the public.

Asaresult of implementing decision-making tracking, al involved parties received free
real-time access to tracking 18 types of applications, which increased the credibility of KCS,
reduced delays and incompliance, and provided further incentives for customs officials to act
promptly and professionally>® Also, application tracking eliminated the need for an applicant to
visit customsor call customsinspectorsto check on the status of the application. Thisnot only
ensured higher quality of customer service but also reduced the number of calls and visitsto the
customs, allowing officersto concentrate on the business at hand. Moreover, application
tracking allowed customs managers to compare average transaction time by an inspector, section
or theentire house. These data could be used to identify bottlenecks and further improve the
speed and quality of service.

Despite the improvements in the efficiency of Korean customs, verification of import and
export requirements (VIER), a pre-customs clearance operation performed by other government
agencies, created a bottleneck ininternational trade. This stage remained the most time
consuming. It usually took about one week to confirm the requirements, while average time for
customs clearance was reduced to 3 hours. In 1997, imports and exports to be verified accounted
for 219% or 1.6 million cases of all declarations filed with the KCS.*

Asthe VIER process was not under customs control, importers themselves had to acquire
the necessary licenses and permitsto file customs declarations. However, Korea' slegislation
allowed customs to decide which goods needed to be processed with the VIER and how these
requirements had to be confirmed. Recognizing importers' concerns about the VIER, Korean
customs identified three major tasks for improving this procedure: Reducing red tape,
guaranteeing transparency in VIER regulations, and speeding up the verification process.

K CS devel oped athree-step program to deal with each of the identified tasks. Every
stage of the program addressed a separate issue and had a set goal: Reduce the number of goods

33 I nter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p. 75
34 Inter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p.59-60
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subject to VIER, improve VIER transparency, establish computer networking between customs
and VIER agencies to facilitate confirmation process.

3.3f Reducing the number of goods subject to import/export requirements (IER)

To streamlineimport clearance, Korean customs decided to abolish verification
requirements at clearance stage for all goods except those that could not be returned to their
original condition after clearance or those that could do harm to the society before being
returned. After setting this standard, KCS launched a program to select the redundant
verification processes according to 4 criteria: Vague import requirements that resulted in
persistent complaints from the importers, import requirements that were checked after clearance,
requirements that could be instantly satisfied by merely filing an application with the related
agency, requirements that were set simply to levy fees and charges by other agencies.

Asaresult, confirmation of goods related to 16 laws, including the Electricity and
Communication Act, the Quality Management Promotion Act and Electric Wave Act, was
entirely abolished. The number of goods subject to VIER wasreduced from 6,316 t0 4,486.%° In
order to ensure efficient control over the excluded items, KCS connected its computers to those
in VIER agencies, enabling their personnel to track customs clearance information in real time.

3.3g Re-classification of goods subject to VIER

In the past, stipulations as to whether goods were subject to VIER were often vaguely
defined by government agencies. For example, regulations aimed at preventing imports of
infected meat did not specify the degree of processing of meat products that were subject to
verification. To clarify the verification requirements, KCS consulted 19 traderelated agencies to
develop an objective system for identification of goods subject to VIER.

Asaresult of these efforts, KCS established a database that screened goods based on a
10-digit code, determined whether they were subject to verification, and matched them with
specific requirements. Thisinnovation allowed the traders to unequivocally determine whether
their goods were subject toverification requirements and to plan their shipping schedules
accordingly.

3.3h Establishing a networ k among gover nment agencies

Until the late 1990's, customs did not have a common computer network with
governmental agenciesin charge of VIER permissions, asituation that created obstacles for data
interchange and caused inefficiencies for traders. Also, all customs clients had to attach
supporting documents, such as permissions and licenses, in ahard copy. To develop a
technological and infrastructure solution for this problem, Korean customs formed a task force
comprised of customs officials, outside consultants and experts under the command of the
Director General of Clearance Facilitation Bureau.

35 Inter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p.62
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At the first stage of the network development, KCS surveyed the I T infrastructure of
other agencies and checked whether those agencies intended to join the network. To avoid
duplicative investments, Korean customs devel oped the software and distributed it free of
charge. As aresult, the total cost of the network was limited to only $77,000. 3¢ At the second
stage of the project, KCS developed the standard Electronic Data Interchange (EDI) message
used for communication throughout the network. KCS surveyed different fields of description
and spedification required by each document and put them together in a single unified format.

Asaresult of thisinitiative, 43 customs houses in Korea and 64 government agencies
were incorporated into acommon network. This enabled customs officialsto checkonline all
import/export requirements during the clearance process. Also, traders received an opportunity
to attach al supporting documentation in electronic format from their own computers, a
procedure that significantly simplified and expedited custors clearance.

3.3i Summary

Technological, logistical and regulatory initiatives undertaken in Koreain late 1990's
significantly improved conditions for international trade in the region. KCS became the first
Korean central government agency and thefirst customsin the world to make its decision-
making process open to the public viaareal-time Web interface.

Such commitment to transparency resulted in higher quality of serviceto traders,
increased efficiency within the customs, and improved credibility of customs organization. Ina
survey of customer satisfaction conducted by an independent research institute in 2000, KCS
earned 67.4 points, well above the average customer satisfaction level for government agencies
asawhole, which stood at 62.3 points>’

The beneficial impact of the program is aso evident in the popularity of the KCS Web
sitein the trading community. Since KCS launched its Web pagein 1998, the number of visitors
grew from 40 thousand in 1998 to 2.5 million as of mid-2001.%8 On average, over 11,000
individualsvisit the KCS on adaily basisto obtain information on the customs clearance
process. Reliance on technology saves customs resources that would have to be spent on
addressing these requests viatelephone or personal consultations. For example, even if al these
11 thousand daily inquiries could be handled via telephone and even if the average length of the
conversation did not exceed 3 minutes, customs would have to spend over 200 thousand hours
per year to addressthese requests!

Koreawas the first economy in the world to incorporate its customs and verification
agenciesinto acommon network. This system allowed KCS confirmation of over 98% of the
VIER viathe network.>® As aresult, the average time required for cargo clearance from the
point of arrival in port to full release was reduced from 14.9 to 8.9 days, saving over $308
millionin logistics costs® Reform of the regulation requirements abolished verification

36 Inter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p.64
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procedures on 52% (or 700 thousand cases) of imports and 320 thousand cases of exports per
year_41

Finally, the positive effect of all these efforts on trade flow was recognized by “This
Year's Best Practice Award” that Korea received from the Office for Government Policy
Coordinationin March 1999, 42

3.3j Lessons Learned

Korea had to overcome numerous obstacles to facilitate international trade. Problems
included opposition of government agenciesto simplification inimport verification requirements
to lack of support on the part of policy makers. However, Korean customs modernization
projectsindicate the value of creativity and persistence.

One of the crucial factors for the success of the reform was the ability to attract the
interest of policy makersin reform. A presentation of KCS Commissioner about the trade
reform at the Conference on the Export Promoting Programs encouraged cooperation of the
heads of Ministries of Commerce, Industry, and Energy. The key to gathering this support was
the emphasis on strengthening competitivenessof K orean businesses by implementing paperless
import clearance and other measures facilitating customs clearance.

A key factor in engaging government agencies was the demonstration of synergies
between reduced logistics costsin Korean private sector. In addition, KCS funded most of the
costs associated with creating the network of traderelated agencies. The ability of KCSto
develop the software and guarantee technical support free of charge greatly broadened the scope
of the network, and reduced the total cost of the project by avoiding duplicate investments on the
part of all agencies.

3.4 Summary Observations From These Case Studies

These case studies demonstrate that overcoming obstacles to trade facilitation and
gathering the support of all parties requires emphasis on benefits specific to the interested party.
All theseindividual benefits, however, add up to produce a national effect, benefiting not only
the domestic economy but also other economiesinvolved in international trade.

Successful cases outlined above provide evidence that trade facilitation reform can be
effective. Some policy makers resist reducing barriers to trade, fearing that this will impede
compliance with national regulations. Examplesfrom Chinese Taipei and Peru explicitly
demonstrate that an economy can increase its customs revenue, improve standards compliance,
and facilitate trade at the sametime. In addition, government officials often argue against trade
reform on the basis of the unfavorable economic and political climate. The example of Peru
shows that significant improvementsin trade and investment climates within a short period of
time are possible. Another common argument against reform is the lack of financial resources
by local governments. Asindicated in the case of Chinese Taipei customs, an effective way to
harness additional resourcesisto expand cooperation between government agencies and private
sector, thus leveraging the vast corporate infrastructure.

“1 | nter-American Development Bank Customs Best Practices in East Asia and Latin America. 2001, p.65
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Finally, some policy makers posit that their regulatory requirements are unique and
tailored to the specifics of their economies. Failureto align national standards with international
standards can lead to significant inefficienciesin international trade. The casein Peru shows that
uniformity in trade regulations promotes trade and results in economic benefits for all economies
involved in trade.

Asindicated in these three cases, advancing e-commerce can revolutionize the trade
process and should be regarded as one of the key factorsin trade facilitation. Another powerful
resource for expediting customs clearance is risk management, which depends on the effective
use of networked information technologies. Properly employed risk management techniques
simultaneously speed up customs clearance, ensure compliance, and save customs resources.

Finally, any effective trade reform should have political support from government
officials and a strong management team capabl e of realizing the changes and confronting the
opposition.



4. Pilot Projectsin Technical Assistance

Based on the analysis of the regression output and enlightened by the lessons from the
case studies, we proceed to consider how the gravity model can be used to inform policy makers
and donor agencies on appropriate pilot projects, including capacity building, for APEC member
economies.

4.1 A Practical Scenario and Resultsfor APEC

Asdiscussed earlier, a standard approach to running model scenariosisto “shock” a
particular variable by the same percent for each economy in the sample. We choose a more
practical scenario, that of calculating the increase in trade that would be associated with bringing
those APEC members with trade facilitation measures below the APEC average half-way up to
the APEC average. Our scenarios are designed for the practical purposes of assisting in the
choice of pilot projects and capacity building.

We choose the metric of bringing the below average members half-way to the APEC
average because there are limited development resources and improvements take time. Dramatic
improvements are possible, but it is not realistic to presume a scenario whereby all APEC
members are assumed to achieve best practice as measured by the APEC member with the
highest score on a particular measure of trade facilitation. Nor, as discussed before does it make
sense to presume a scenario whereby all APEC members improve in a specific area of trade
facilitation by some X percent.

We will run ascenario given thisrule (bring the belowrAPEC-average members half-
way to the initial APEC-average) for ‘port logistics,” * standards harmonization,” ‘ e-business
usage,” and ‘administrative transparency and professionalism’.  As background for these
scenarios, Table 4.1 gives the range of values for these trade facilitation indicators, as well as the
economy that represents “best practice” and therefore whose indicator valueis greatest. Itis
worthwhile to note that the * best practice’ economy is not the same for al of the trade facilitation
measures considered. Second, it is worthwhile to note that the range between lowest value and
highest valueis greatest for standards harmonization and narrowest for port logistics.

Table 4.1: Overview of Range of Trade Facilitation Indicators

Trade Facilitation Measures
Best Practice Range
Port | oqistics SGP. 0.685-1.41
Harmonization of Standards KOR 0.188-1.79
Transparency & Professionalism |SGP 0.34-1.59
E-business USA 0.46-1.68
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Table 4.2 Overview of Simulation: Half-way to APEC Average

Intra-APEC Trade

Manufactured Goods | Agriculture & Raw Matls | Total Exports

$billion | %increase | $billion % increase $ billion
Port Loaistics 141.27] 11.69 13.82 9.78 155.10
Harmonization of Standards 74.76 6.19 5.34 3.78 80.10
Transparency & Professionalism 27.9 2.31Ina na 27.92
E-business 12.301 1.02 4.00 2.83 16.31
[Total 256.2(-5| 23.17 279.42

Table 4.2 summarizes the results for the scenarios whereby the bel ow-average APEC
members are brought half-way up to theinitial APEC average for each of the four indicators
under consideration. Table 4.2 presentsthe simulations asthe first perspective of considering
the results of the scenarios—that of APEC asawhole. The second perspective of the
simulations — that of individual APEC members as exportersto al of APEC, ispresentedin
overview below, and in detail in the tablesin Appendix C.

Intotal, for APEC asawhole, the collection of scenariosyield anincreasein intra APEC
trade worth about $280 billion dollars; about half of that gain comes from the improvement
in‘port logistics and manufactured goods trade. This represents an increase of about 10
percent in total intra-APEC trade.

The large increase in intra-APEC trade derived from improved ‘ port logistics’ ‘is partly
because of the high elasticity of trade with respect to port logistics (3.8 for agriculture and
raw materials and 5.2 for manufactured goods; see Table 2.5), and partly because economies
such as Mexico and particularly Chinaare very large intra-APEC traders and have much
room for improvement in the areaof port logistics. (See Appendix C tables “Half-way to
APEC-Average” for scenario details for each APEC member as an exporter to APEC.) In
terms of the distribution of the export gains, large APEC exporters such asthe US, Japan,
and Koreawould see thegreatest increase in dollar terms ($46 billion, $38 billion, and $11
billion respectively). But many APEC economies (Russia, Hong Kong, China; Chile,
Chinese Taipei,) would seelarge double-digit increase in exports to the APEC region (44%,
34%, 22%, 18%, respectively.)

Raising theindicator ‘ standards harmonization’ for the bel ow-average APEC members half-
way to the APEC average could increase intra-APEC trade by some $80 hillion, mostly
coming from increased manufactured goods trade.

A scenario whereby ‘ administrative transparency and professionalism’ of the below-average
APEC membersis raised half-way to the APEC average could yield an increasein intra-
APEC trade of about $28 hillion.

With respect to ebusiness usage, the gain to improving the below-average APEC members
halfway to the APEC average could increase trade by some $16 billion.

Based on these scenarios, the attention paid in APEC on port logisticsis well founded.
According to these scenarios, improvementsto port | ogistics by below-average APEC members
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could have the greatest impact on intra-:APEC trade. On the other hand, based on the overview
of the trade facilitation measures (Table 4.1) theroomfor improvement is smallest for port
logistics. That is, the range of the port logistics indicator from best practice to worst practiceis
smallest among the four trade facilitation measures that are the focus of thisanalysis. Hence,
there may be some economies where port logisticsis not the principal bottleneck to trade.

4.2Simulationsto Inform Pilot Projects and Capacity Building: Individual Members

Economy -specific output of the simulations may help inform policymakersin an APEC
economy of those areas of improvement in trade facilitation that could rebound to greatest
increase in trade for individual economies. For this, we examine the APEC members as
importers—thisisthethird perspective for how to use the results of the scenarios. Asdiscussed,
the metric to determine which trade facilitation areawould yield the greatest improvement to the
domestic economy isin that trade facilitation area where simulation yields the greatest increase
in imports for an economy.

Tables 4.3-4.6 show the results for each of the four scenarios for selected APEC members
for manufactured goods trade. Only the APEC members that are suggested by the indicatorsto
be below the APEC average and therefore, under the rule of the scenario, are brought half-way
up to the APEC average for the indicator, are shown, along with theincrease in imports for each
of these economies that would result from the improvement in trade facilitation. As discussed
earlier, these dollar figures represent potential gainsin efficienciesin the usage of imports for
domestic producers and consumers and as inputs for exorters.  The economiesin the tables are
ordered from those with indicators closest to the APEC average at the top of thelist to those
economies whose indicator of trade facilitation is furthest away from the APEC average at the
bottom of the list.

What value do these tables offer to policy makersto consider pilot projects and capacity
building? Thekey isto compare, for an APEC member, the increase in imports resulting from
one versus. another improved trade facilitation scenario. For example, in Peru, whose port
logistics indicator is near the lowest among APEC members, an improvement half-way up to the
APEC average would increase imports by about $2.7 billion (manufactured goods plus
agriculture and raw materials). Animprovement in its standards harmonization indicator would
increase imports by some $1.5 hillion. Given limited resources, these results might suggest that
Peru should focus on port logistics. But the gains to addressing improvementsin standards
harmonization are quite real too. Another exampleisindonesia. An efficiency gain of some
$10.8 billion might come from improved port logistics, but increased efficiency worth about $3.5
billion from increased transparency and professionalism and about $2.3 for standards
harmoni zation suggests that these are areas could be afocus for projects aswell.

The value of these specific comparisons shows up when amember has rather different
opportunities for improvement in the different trade facilitation areas. For an economy such as
Thailand, whose port logisticsindicator in just a bit below the APEC average, even asmall
improvement would yield an increase in imports of $5.8 billion. But, an improvement in
standards harmonization, where the indicator is about in the lower third among APEC members,
would increase imports about $9.0 billion. A similar story appearsto be the case for Russia. An
improvement in port logistics would increase imports about $5.4, but an improvement in
standards harmonization could yield $6.3 billion. Thus Thailand and Russia might get greater
efficiency gainsfrom spending resources on standards harmoni zation rather than port logistics.
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In no way, however, should these results be the only factor determining pilot projects or
capacity building. Theseresultsonly offer an additional perspective to policymakers, the donor
community, and the private sector to aid in decision-making.
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Tables4.3,4.4: Port Logistics and Standar ds Har monization: Manufactured Goods

Port Logistics

Trade Facilitation Scenario results
Indicator Imports change
improved initial $ billion %

THA 0.967| 0.934 5.492 18.6
KOR 0.966 0.933 9.903 18.9
CHL 0.954 0.908 1.377 26.4
MEX 0.926 0.852 27.638 45.3
IDN 0.903 0.806 9.498 62.7
RUS 0.871) 0.742 4.055 90.9
CHN 0.87 0.739 66.623 92.1

VNM 0.857, 0.714 no import data
PER 0.841) 0.681 2.345 100
PHL 0.829 0.658 14.34 100
Total 141.271 11.69

Standards Harmonization

Trade Facilitation Scenario results
Indicator Imports change
improved initial $ billion %

CHN 0.941 0.941 0.009 0
USA 0.921 0.901 7.158 1.7
NZL 0.921] 0.901 0.118 1.7
SGP 0.921 0.901 1.08 1.7
CHL 0.827 0.713 0.639 12.2
IDN 0.816 0.691 2.095 13.8
THA 0.738 0.536 8.55 28.9
HKG 0.694 0.448 49.308 42.1
PER 0.659 0.376 1.346 57.4

VNM 0.565| 0.188 no import data
RUS 0.565| 0.188 4.458 100
Total 230.372 6.19




Table4.4,4.5: Adm. Transparency and Professionalism and E-Business Usage
Manufactured Goods

Adm. Transparency & Proressionalism
Trade Scenario
lmporis
improve initial $ billion o4
CHN 091 084 273 3
PER 0.89 0.81 0.11 4
KOR 0.89 0.80 2.67 5
THA 079 060 426 14
PHI 078 0 59 214 15
/N 077 QR7 no impart
MEX 0.7] Q.55 10.62 17
IDN 073 0 49 345 22 4
RLIS 066 024 139 42 5
Tota 27.92 2.3
E_hiicinacce |l lcana
Trade Scenaria
lmpaorts
improve | initial | $ billion %
NZL 097 0.95 0.01 0.7
1PN 096 093 1.09 1
PHI 094 088 0 24 ]
IDN 092 0 88 036 2
MY 0.90 0.80 1.26 3
CHI 089 079 018 3
MEX 032 064 4 74 Z
THA 076 0 Rl 358 12
RUS 0.73 0.46 0.73 16.9
Tota 56.20 4,391




5. APEC’sWork Program in Trade Facilitation: Review and Assessment

The empirical analysis presented above, the choice of case study examples, and the
scenarios have not proceeded in a vacuum with respect to the reality of trade facilitation interests
and effortswithin APEC. Indeed, it has proceeded with close attention to the concepts of trade
facilitation within APEC, as well as endeavoring to employ APEC’s own indicators of process
when possible. It isworthwhileto present more fully the institutional framework for trade
facilitation within APEC to give arounded picture of this complex topic.

Trade Facilitation has been an important part of APEC’ s agenda since the beginning of
the regional forumin 1989. All APEC Leaders' statements have emphasized the importance of
trade facilitation and this agenda has evolved, matured, and extended to other areas. The 1994
Bogor Declaration, for example, emphasized:

“the importance of trade facilitation because trade liberalization efforts alone are
insufficient to generate trade expansion. Efforts at facilitating trade are important if the
benefits of trade are to be truly enjoyed by both business and consumers. Trade
facilitation has a so a pertinent role in furthering our goa of achieving the fullest
liberalization within the global context” (paragraph 7)

The call for concerted action in trade facilitation, however, was not received until Osaka
in 1995 when APEC Economic Leaders identified trade and investment facilitation as one of
three pillars for APEC’ s future work program. In addition to setting out principles under which
facilitation initiatives would be undertaken the Osaka Action Agenda (OAA) also established
Collective Action Plans (CAPs) and Individual Action Plans (IAPs) in fifteen areas, three of
which may be considered as “core” facilitation areas. These are: Standards and Conformance,
Customs Procedures, and Mobility of Business People. Further, other areasincluded significant
facilitation objectives, including in: non-tariff measures, services, deregulation, and rules of
origin** Therefore, the mandate for implementing the facilitation objectives of the OAA was
assigned to numerous APEC forums and dealt with awide range of issues.

Thefirst results from the OAA came to fruition in 1996 when Leaders agreed to
harmoni ze tariff nomenclatures by end 1996 and customs clearance procedures by 1998 (para. 9
in ManilaDeclaration). 1n 1996, the APEC Business Advisory Coundl (ABAC) was aso
organized and started the process of highlighting the importance of mobility of business people
and alignment of professional standards for businessesin the region.

Subsequent Leaders meetings and declarations have continued to highlight various APEC
achievements and set new objectives and principlesfor APEC. For example, the Kuala Lumpur
Leaders Declaration of 1998 welcomed APEC’ s achievement in the area of mobility of business
peopl e through the APEC Business Travel Card scheme and the collective commitment to
expand multiple entry visas for businesstravellers. The Bandar Seri Begawan Declaration of

“3These principles were: Comprehensiveness, WTO Consistency; Comparability; Non-discrimination;
Trangparency; Standstill; Simultaneous Start, Continuous Process, and Differentiated Time Tables; Flexibility; and
Cooperation.

44 For example, in the Telecommunications and Transportation sectors (within the Services area), collective action
was envisaged in t he OAA to implement Mutual Recognition Arrangements on conformity assessments and road
vehicles. Another exampleisin rules of origin where collective actions were envisaged to accelerate World Trade
Organization/World Customs Organization work on harmonization of non-preferential rules of origin.
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2000 mandated the production of APEC’s Trade Facilitation Principles and asked officialsto
addresstrade facilitation in an integrated way to reduce business costs in the region (paragraph
35). These principles were advanced in 2001.

The Shanghai Leaders' Declaration of 2001 sets an ambitious new benchmark for
undertaking future facilitation activity in APEC. The Shanghai Declaration states:

“Leadersinstruct Ministersto identify, by Ministerial Meeting in 2002, concrete actions
and measures to implement the APEC Trade Facilitation Principles by 2006 in close
partnership with the private sector. The objectiveisto realize asignificant reduction in
the transaction costs by endeavoring to reduce them by 5% across the APEC region over
the next 5 years. Leaders also instruct Ministers to explore the possibility of setting
objective criteria on trade facilitation, taking fully into account the diversity among the
members as well as progress achieved in respective economies so far. Leaders also agree
that assistance programs to help build the capacity of developing economiesin trade
facilitation is particularly important”.

5.1 Looking Back and Moving Forward

Reducing transaction costs by 5% over the next 5 yearsin APEC could be the objective
benchmark against whichall future APEC technical cooperation activity in trade facilitationis
evaluated. Thistransaction cost approach also appeal s to businesses because “it treats the trade
processin its entirety rather than as discrete, self-contained elements such as customs
procedures, standards, and technical regulations, etc.” [Woo, et a. (2000): pp.7].

In this context, APEC' s tradefacilitation work program isimportant, its scope wide
ranging, and itstask difficult. In providing an assessment of APEC’s past work on trade
facilitation, we try to answer some key questions:

- Towhat extent have APEC’ sfacilitation objectives been met by activities undertaken in
APEC forumsor by policy actions of individual APEC Members?

- Under which forums are facilitation activities being mounted? What are the past trends
in these activities? What were the approachesto APEC facilitation projects?

This section offers possible ways for how APEC could fine-tune its existing work
program to build capacities of developing APEC Members. Inasfar as APEC would like to
engage in such capacity building efforts, the greatest benefitsin terms of the resulting reduction
in transaction costs (at the margins) will occur in developing APEC Members, asis corroborated
by the estimation and scenarios.

In offering recommendations, we attempt to answer the following questions:

What are the institutional innovaions that would enable a more integrated approach to
facilitation within APEC?

How can APEC leverage itstechnical cooperation efforts to gain greater support of bilateral
and multilateral development agencies for trade facilitation?
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The remaining sections are organized asfollows. In section 5.2, we review and assess
past work by APEC in trade facilitation®® Here, we focus on three areas. First, we provide an
assessment of the extent to which developing APEC Members' 1APs conform to their CAP
commitrrents (section 2.2).% In doing so, we draw on work done by the Asia Pacific Foundation
of Canadain 1999/2000 on the conformance of IAPsto CAPs. Whilethiswork isdated, it
neverthel ess provides the most comprehensive and independent review of progress in thisarea.

Second, we provide an overview and assessment of projects undertaken through APEC as
an institution in the trade facilitation area until March 2002 (section 5.3). Our main source of
reference hereis APEC’ s Project Database—a comprehensiv e online database of project
activities being undertaken by APEC fora. Finally, we provide amapping of CAP objectivesto
APEC projectsin order to provide an assessment of the type of CAP goalsthat are best suited to
technical cooperation and/or capacity-building initiatives (section 5.4). Based on this analysis,
in section 5.5 we provide recommendations on future directions for a coordinated trade
facilitation capacity building program for APEC.

5.2 APEC’sInvolvement in Trade Facilitation

We found that work in implementing the facilitation aspects of the OAA are driven by
collective efforts and initiatives by individual economies to implement their CAP commitments.
Thisimplementation effort has taken three important directions.

First are the collective policy actions of APEC Members taken to implement CAP goals.
An excellent review of these policy actionsis provided by Annual Reports of the Committee on
Trade and Investment (CTI) to APEC Ministers. This section does not provide areview of all
CAP policy initiatives undertaken by APEC’s membership since 1995 in the facilitation area nor
doesit review progressin achieving the CAP goals set out under the OAA.

However, it isimportant to say that one of the importantoutcomes of APEC work on
CAP policy initiativesis the worthwhile policy coordination that takes place within its
committees, sub-committees, and working groups [see Elek (2000): pp. 7 & 16]. APEC's
working groups and sub-committees provide a cost-effective way of sharing information and
expertise across the region that, when put together, contributes to a firm commitment to trade
liberalization and facilitation in the region. This policy coordination function hasled to tangible
benefits. For example, APEC can claim important accomplishmentsin facilitation such asthe
1997 “Blueprint for APEC Customs Modernization: Working with Businesses for a Faster,
Better Border”, the APEC Business Travel Card scheme, more rapid information exchange on
regional certification requirements, and the APEC Mutual Recognition Arrangement (MRA) for
Conformity Assessment of Telecommunications Equipment [see Woo and Wilson (2000)].

45 We do not focus on the collective actions by APEC Members. For an excellent annual review of these actions, the
reader is referred to the various Annual Reports of the CTI to Ministers. See, http://www.apecsec.org.sg/.

4\We use the classification of the World Bank in its Global Economic Prospects 2002 Eight APEC Members were
covered in the low- and lower-middle income range. Low Income APEC Members are: Indonesia and Vietnam;
Lower Middle Income APEC Members are: People's Republic of China, Papua New Guinea, Peru, Philippines,
Russian Federation, and Thailand. Henceforth, we use the term “developing APEC Members” to refer to these eight
APEC Members. We use the term “developed APEC Members’ for APEC economies with per capitaincomesin
the Upper Middle Income and High Income range (as classified by the World Bank). These economies are:
Australia, Brunei Darussalam, Canada, Chile, Hong Kong, China; Japan, Republic of Korea, Malaysia, Mexico,
New Zealand, S ngapore, Chinese Taipei, and the United States.
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5.3 Individual Action Plans (IAPs) of APEC Members

Initiatives taken by each APEC Member in the form of Individual Action Plans (I1APs)
form the second important direction of implementing CAP goals. An independent assessment of
IAPswas commissioned by APEC Senior Officialsin January 1999 and conducted by the Pacific
Economic Cooperation Council [see PECC (1999)]. For the three core facilitation areas, it was
found that the extent of commitments made in IAPs and progress toward meeting CAP goalswas
mixed with the greatest success being achieved in the Customs Procedures area.

Appendix D Tables A1-A3 track progress inthese core facilitation areas by comparing
what developing APEC Members have pledged to do, as outlined in their CAP commitments,
with what they have actually accomplished as stated in the Standards and Conformance,
Customs, and Business Mobility sectionsof their respective 1999 |APs [see Asia Pacific
Foundation of Canada (1999a, 1999b, and 2000) for complete reports] *’

5.3a Standards & Conformancein | APs

Appendix D Table A1 shows the aggregate results for CAP goals in the Standards and
Conformance areafor seven developing APEC Members submitting lAPsin 1999. We found
that in 60% of the cases, developing APEC Members' |APs did not provide information about
particular CAP objectivesin the Standards and Conformance area.*® Another interesting result is
that 5 out of 7 developing APEC Membersindicated that they were continuing to identify
additional priority areas for alignment with international standards (refer to shaded boxesin
Table D1). Further, 6 out of 7 developing APEC Membersindicated in their 1999 | APs that they
areworking on developing bilateral, multi-sectoral, and plurilateral Mutual Recognition
Arrangements (MRAS).

Perhaps most significantly from atechnical cooperation and capacity building
perspective, 5 out of 7 developing APEC Menbers did not provide information that identified
their specific requirementsin terms of technical infrastructure devel opment (shaded). Amongst
developed APEC Members, only 6 out of 13 Members provided information on the type of
assistance they are providing to improve the technical infrastructure of other APEC Members.
Finaly, all 21 APEC Members thought that conducting a mid-term Technical Infrastructure
Development review was “not applicable”’ to them in 1999.

Three caveats need to be kept in mind before drawing conclusions on the low compliance
level amongst devel oping APEC Membersin the Standards and Conformance area. First, our
1999 study did not include CAP objectivesthat were officially designated as“ completed” by the
Sub Committee on Standards and Conformance (SCSC). Second, the work program of the
SCSC is ambitious, and covers much ground in the admittedly vast area of standards. Third, for
the “No Information” and “Not Applicable” columns of Table D1, alarge number of those
actions planned to begin in 1999 are left unmentioned in most, if not al, IAPs. Thisis most
likely due to the fact that the 1999 | APs were unable to reflect any progress made, sincein many
cases, work within APEC began in 1999 itself.

47 Theinformation in Annex Tables A1-A3 is dated for the IAPsin 1999. Nevertheless, it provides the most
comprehensive and independent information on the compliance of IAPs with CAPs. Updating these reports was not
within the TORs of this study.

“8 This can be compared with 48% of the cases when developed APEC Members' IAPs did not provide information
about particular CAP objectives in the Standards and Conformance area.
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Still, the fact that 5 out of 7 developing APEC Members did not provide any information
identifying their technical infrastructure requirements (which was a CAP goal since 1996) shows
that these economies may need technical cooperation in simply identifying what their technical
infrastructure needs in the Standards and Conformance area might be. This needs assessment is
atwo -way street since only 6 out of 13 developed APEC Members provided information on what
they had to offer in terms of technical cooperation activitiesin the Sandards and Conformance
areafor infrastructure devel opment.

This need for greater information sharing and technical cooperation is reinforced by the
fact that in 60% of the cases, developing APEC Members did not include information in their
IAPs about aparticular CAP goal. In many ways, thisis a much weaker reporting requirement
of developing APEC Members, sinceit only requiresinformation on the current status of their
efforts to meet CAP goals (however minimal these may be). Clearly, finding out why IAP
reporting of developing APEC Members was weak (whether for administrative reasons,
coordination between government ministries, or simply low priority placed on CAP reporting,
etc.) could be a productive engagement for APEC. This could be followed through with amore
basic area of assistance to help developing APEC Members compile information on efforts
aready underway within their economies for achieving particular CAP goals.

Finally, since 1999, new innovations have been made by APEC Memb ersto ensure a
more transparent and credible | AP reporting systems. First isthe e-lAP initiative that has greatly
improved transparency of | APs and allowed researchers to analyse their conformance to CAPs
and the Bogor goals. Second, are independent peer reviews of IAPs. These reviews of
developing APEC Members' 1APs should greatly improve the quality of information available
about the technical cooperation and capacity -building needs of these economies.

Although received too late for consideration in this study, we present without comments
in Appendix C the “Review of VAP for Alignment of Standards with International Standards’
dated August 14, 2002.

5.3b Customs Proceduresin | APs

Appendix D Table D1 provides a summary of the extent to which APEC M embers' |APs
conformed with each of the 12 CAP goals set out in the Customs Procedures areain 1999.%
Aggregating the performance of the 18 APEC Members who were part of the Sub-Committee on
Customs Procedures (SCCP) CAP implementation schedule, in 66% of the cases member
economies complied with a particular CAP objective, 25% of the cases they indicated that they
were engaged in efforts to fulfill a particular CAP objective, and 8% of the cases member
economies did not provide information about particular CAP objectives. Injust 1% of cases, a
particular CAP goal was not applicable to a member economy.

We find that with clearly delineated goals and a firm timeframe, the work program of the
SCCPisarguably one of the most successful in APEC. The CAP goals have defined the process
thusfar, and appear to have been successful in fostering momentum in this area.

9 Annex Table A2 illustrates only ten CAP goals. Thisis because all APEC members have implemented the two CAP
goals concerning the HS Convention (1996) and Public Availability of Information (1998).
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Nevertheless, the alignment of |APswith CAP goalswas sketchy for developing APEC
Members. We classified the alignment of |APs of 4 out of 6 developing APEC Members
included in the Report as “poor” or “modest”. For example, the IAP/CAP alignment for
Indonesia, Papua New Guinea, and Thailand was poor. All three |APs were presented in a
format inconsistent with the CAP, and there was little in the way of substantial explanation of
plans to meet collective goals.

Technical Cooperation inimproving |APs of developing APEC Memberswould offer
busi nesses and governments the opportunity to better formulate long-range business strategies
andnational policies, and would enable academics to review more easily the progress of
Memberstowards the Bogor goals. While most of the SCCP goal s that have been achieved seem
to befairly straightforward it would be prudent to make sure that there are no systems
implementation or compliance issues which have yet to be dealt with. Of course, the entire area
of customs reform, which falls under the rubric of wider civil service reform in developing
APEC Members, isonly marginally touched upon by APEC’s CAP goals.

5.3c Mobility of Business Peoplein | APs

Appendix D Table D2 provides results on progress toward achieving CAP goalsin the
Business Mobility area. We found that for the seven developing APEC Members that submitted
IAPsin 1999, compliance with CAP goalswas highlighted in only 8% of the casesin their |APs.
80% of the time, the seven developing APEC Members did not provide any information in their
I APs on the extent to which they have complied with their CAP commitments. Significantly
from a technical cooperation perspective, only one developed APEC Member (Chinese Taipei)
provided some information on the technical cooperation it is undertaking in the area of travel
documentation fraud.

Therelative lack of information provided overall by APEC Menbers regarding business
mobility may point to the fact that governments are failing to report on actual progress, or that
they are placing alow priority on thisarea. Obvioudly, further efforts are needed in most areas
listed in business mobility CAPs. Asin the Standards and Conformance ares, at the very least,
Members could increase efforts to provide information on the current status of addressing their
CAP commitments.

Most progress amongst devel oping APEC Members occurred in the Information
Exchange CAP area. Specifically, 4 of the 7 developing APEC Members mentioned that they
have completed (or are in the process of completing) a survey of their regulations and
reguirements relating to the temporary residency of business people. Despite this, inthe 1999
IAPs no APEC Member—developing or developed—mentioned efforts in the CAP area of
Cooperation in Temporary Residency Arrangements.

Asfor the OAA CAP area of Business Community Cooperation, only Indonesia indicated
that it is making efforts to eng age in dialogue with ABA C and business representatives on
impediments to business mobility; other developing APEC Members provided no information on
this CAP objective or onthe CAP objective of encouraging feedback on the utility of the
Business Travel Handbook.



Finally, thefact that only 1 out of 13 developed APEC Members had provided any
information on the type of technical cooperation it had to offer in the travel documentation fraud
area, suggests that there isarole for APEC to act as a clearinghouse that matches needs with
technical cooperation on offer by APEC Members. The newly established independent IAP
review process could be afirst step in identifying the above problems.

5.4 APEC’s Trade Facilitation Projects

This section provides an overview of projects undertaken through APEC asan institution
in trade facilitation. Indoing so, our main source of referenceis APEC’ s Project Database—a
comprehensive online database of project activities being undertaken by APEC fora.

Two caveats need to be kept in mind before interpreting the resultsthat follow. First, we
were limited by the allowed search criteria of the database. These included standard criteria such
asimplementing APEC forum, the type of funding available (TILF, Operational, or Self
Funded), the Ecotech Initiative from which the project/activity emerged, etc. There were no
criteriafor placing projectsin areas like “ Standards and Conformance” or “ Customs”.

Therefore, for the purpose of this project, we developed our own classification of trade
facilitation areas™

Second, there were no criteria available of easily used toolsin the database to evaluate
projects. This hinders an assessment of how projects might link with CAP goals and limits what
we (or any other outside observer) can say about the types of projectsthat were effectivein
building capacitiesin APEC Members.

5.4a Characteristics of Funding

Since 1993, total spending on trade facilitation in APEC was US $29.3 million. This
represents 37% of total APEC project funding. In terms of number of projects, we identified 243
trade facilitation projects. Therefore, the average project value is about $121,000. We also
found that 45% of the projects we identified as trade facilitation projects were self-funded. TILF
funding represented 41% of project budgets, while APEC’ s operational budget represented 14%
of project funding. Figure4 provides an outline of APEC Trade Facilitation activity by distinct
category.

Keeping in line with the wide range of activities that fall under the Standards and
Conformance rubric, 44% of expenditures and 41% of projects were conducted in this category.
The next largest single category was customs—accounting for 15% of expenditures and 18% of
projects. Perhapsabit of a surprise was that the value of projectsincluded under e-commerce
was higher than business mobility, particularly because e-commerceis arelatively new priority
for APEC.

0 However, in reading the project details, we have made every effort to appropriately place projectsin the relevant
category.
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All in al we can say that relative to activity undertaken by multilateral and bilatera
development institutions, APEC’ s overall budget for facilitation was modest and widely
distributed among variousfacilitation areas.

Figure 4: APEC Trade Facilitation Activity by Category
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5.4b Project Funding Trends

In terms of annual disbursements, Figure 5 provides a picture of overall trends between
1993 and 2001. Wefind that since the OAA was launched in 1996, trade facilitation projects
received increased funding with 1999 being the peak year. The declinein 2000 and 2001 is more
due to the peculiarities of 1999 than any indication of reduced conmitment by APEC. 74 trade
facilitation projects were budgeted in 1999 (30% of all projects for the nine year period under
study). Theseincluded some large projects such as the APEC Coordinating Centre for Good
Clinical Practice project® ($1.1 million, sef-funded); and the APEC Technomart 111 project’
($1.5 million, self-funded) under the Industrial Science and Technology Working Group, and the
Training and Certification Program for Small Business Counsellors- Phase [11°3 ($1.6 million,
partly TILF and partly self-funded) under the Ad Hoc Policy Level Group on Small and Medium
Enterprises.

Therefore, we found that since 1993, there has been a steady increase in APEC funding
for facilitation activity, not withstanding relative declines in funding in 2000 and 2001.

%L project Number: IST 01/1999S recorded under Standards and Conformance.
52 project Number: 1ST 04/1999S recorded under Business Mobility.
%3 Project Number: SME 02/1999T recorded under Other
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Figure 5: APEC Trade Facilitation Annual Expenditures
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5.4c Implementing APEC Fora

In terms of implementing APEC fora, Table 6 shows that the largest source of funding for
trade facilitation projects were the various Working and Experts groups, representing 57% of the
$29.3 million budgeted (shaded cellsin column 7). These expenditures were distributed widely
with the top three working groups being: Industrial Science & Technology Working Group (13%
of APEC funding), the Marine Resources Conservation Working Group (9% of APEC funding),
and the Transportation Working Group (8% of APEC funding). The Committee on Trade and
Investment (CTI) accounted for 37% of APEC trade facilitation funding®®. Thiswide
distribution of projects points toward the interrelated nature of trade facilitation issues and is an
important factor to consider in formulating future capacity building programsin this area.

54 Information on the disaggregated sub-committee level for the CTI was sporadic. However, we can say with a
high degree of certainty that Customs-related projects and Standards and Conformance projects, if counted under
CTI would most likely be undertaken by the SCCP and the SCSC, respectively.
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Table 6: APEC Project Funding for Trade Facilitation
Standards& CUStOMSBUSINESS  E-commerce Regulatory Other Tota

Conformance Mobility Reform
@ ) (3) ©) (5 ® O
Agri. Tech. Coop. Exp. Gr. 1.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.7%
Energy Working Gr. 4.3% 0.0% 0.0% 6.0% 14.0% 1.2% 3.4%
Finance Working Gr. 0.0% 0.0% 0.0% 0.0% 0.0% 4.8% 0.8%
Fisheries Working Gr. 4.8% 0.0% 0.0% 2.3% 0.0% 0.0% 2.3%
HRD Working Gr. 12.0% 0.0% 20.3% 1.6% 0.0% 3.3% 7.6%
Industrial S& T Working Gr. 16.5% 0.0% 60.6% 1.4% 4.1% 3.4% 13.1%
MRC Working Gr. 20.2% 0.0% 0.0% 0.0% 0.0% 0.0%  8.6%
Policy Group on SMEs 0.0% 0.0% 0.0% 7.9% 0.0%  32.0% 6.4%
Telecom. Working Gr. 5.0% 0.0% 0.0% 22.7% 5.6% 1.5% 5.4%
Transportation Working Gr. 2.5% 20.2% 2.8% 0.0% 282%  12.0%  7.6%
Tourism Working Gr. 0.0% 0.0% 2.0% 3.7% 0.0% 1.9% 1.0%
CTI 27.4% 79.8% 14.3% 46.2% 48.1% 24.0% 36.9%
Other 5.5% 0.0% 0.0% 8.2% 0.0% 15.8% 6.1%

Source: Calculations from APEC Project Database

Standards and Confor manceissues received the widest coverage with most APEC fora
undertaking some activity in this area (see shaded cellsin column 1). Whilethe CTI wasthe
most important source of funding for Standards and Conformance related work (27% of all
Standards and Conformance funding was sourced through the CT1); the Marine Resource
Conservation Working Group (20%) and the Industrial Science and Technology Working Group
(17%) aso funded significant shares of Standards and Conformance related projects™.

Thisdiversity of funding may partly be areflection of the complex nature of Standards
and Conformance issues and the many sectorsthat it touches. However, as pointed out in section
2.2.1 above, the needs of APEC Members, especially developing APEC Members, are more
basi c—touching on needs assessments for technical infrastructure development.

In contrast to Standards and Conformance, Customs projects were undertaken in only two
fora—the CTI (accounting for 80% of project funding) and the Transportation Working Group
(20% of project funding, see shaded cellsin column 2). Thisfinding isnot surprising since
customsissues have arelatively well-established multilateral system of best practices (e.g.,

Kyoto Convention) that are recognized internationally and that provide aframework for
undertaking project work. Further, APEC CAPsin the Customs areatend to be more specific
with objective target tasks and dates. Therefore, we found that Cusoms-related projects fell to
the two most obvious APEC forathat are closest to customsissues—the SCCP and the
Transportation Working Group.

55 |n fact, the MRC, IST, and the HRD Worki ng Groups undertook the top -three Standards and Conformance related
projects. These were: Development and Validation of Phycotoxin Analytical Methods, Standards and Reference
Materials for Seafood Product Certification and Safety (MRC 01/2000T, $1.8 million); APEC Coordinating Centre
for Good Clinical Practice (IST 01/1999S, $1.1 million); and HRD for Enhancement of International Quality
Assurance System (HRD 02/1996, $1 million).
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Another important finding was in the business mobility area (see shaded cell in column
3). Over 60% of project funding in this area came from the Industrial Science and Technology
Working Group. Thisisbecause of one large project conducted by the IST Working Group—the
APEC Technomart 111 for $1.5 million which was a comprehensive program of seminars,
workshops, business-matching programs, site visits and new technology demonstrations across a
wide range of technological fields®. Even if we exclude this project, however, we find that the
HRD Working Group provided more funding to twice as many projects compared with projects
sourced through the CTI.

Analysis of |AP/CAP conformance shows that APEC Membersin general need to work
harder in meeting CAP goalsin particular business mobility areas and identifying the types of
technical cooperation required/offered. Combine thiswith the fact that primary project funding
on business mobility issues was sourced from fora other than the one with primary responsibility
for it hastwo implications. First, thereisarole for APEC to undertake more focused capacity -
building work in this area that would help devel oping APEC Members implement their CAP
commitments sourced through the CTI. Second, another important function for APEC would be
to act as a clearinghouse that matches needs with technical cooperation on offer by APEC
Members—in both the Business Mobility and Standards and Conformance aress.

5.4d Funding Mechanisms

A large number of projects were funded through the APEC Operational account and/or
received TILF Fundingonly (106 of the 243 trade facilitation projects or 44% of trade
facilitation projectsf’. While projects that are fully self-funded or partially self-funded
demonstrate awillingness of Member economiesto invest in areas of trade facilitation deemed
by them as a priority, excluding these provides someinsight into the types of projects funded by
APEC asan ingtitution and its priorities.

Approximately 80% of projects (36 out of 44 projects) recorded under Customs °® were
funded through either APEC’ s operational account or the TILF account. Thisisin contrast to
other categories. For Standards and Conformance this ratio was 39%, Business Mobility (45%),
E-commerce (14%), Regulatory Reform (30%), and Other (35%).

Thisdivergence further demonstrates the significant differences between customs issues
and other trade facilitation areas mentioned above. Because we have excluded al projects with
any self-funded amounts, it may also indicate a desire by APEC Membersto alow funding for
projects that meet objective criteria. Such criteria could be an easy mapping between project
objectivesto CAP deliverables; the presence of an international system of best practice that can
be objective goals of atechnical cooperation program.

%6 Project Number: 1ST 04/1999S for $1.5 million, self-funded.
57 We also found that 39 of the 243 projects (or 16%) had zero budget entries in all three available funding
categories. For APEC projects other than trade facilitation, we found that 127 out of 448 projects(or 28% of all
Eroj ects) had zero budget levels recorded.

® The denominator includes projects with zero-budget val ues.
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5.4e Linkages between Facilitation Areas

In analyzing linkages, projects were assessed that had relationshipsto different
facilitation areas®®. Thiscut of the datais given in Table 7. The greatest overlap by far occurs
between customs-related projects and e-<commerce (shaded cell). 17 of the 44 projects that we
counted in the customs area had some e-commerce element to them. Conversely, we found that
projects counted in ecommerce were focussed in providing new and innovative waysto
encourage e-commerce in the region®® without much overlap with customs or other facilitation
areas. Thislack of overlap can aso be extended to other facilitation areas were projects sought
to address narrow issues in particular sectors.

Table 7: Linkages between Facilitation Activities

Project is Related to

Project rL Standards & Business Regulatory Total
Counted i Conformance | CUstoms M obility E-commerce | petorm Other
Standards & 88 R 5 1 6 ~ 100
Conformance
Customs - 25 - 17 2 - 44
Business
2 - 1 - - - 2

M obility 8 0
E-commerce 3 - - 19 - - 22
Regulatory } 3 i} } 17 20
Reform
Other - 4 - - 2 31 37

Source: Calculations from APEC Project Database

5.4f Implementing Approaches

Table 8 provides a summary of approaches taken by APEC in trade facilitation®®. The
largest category of approaches was Technical Assistance, Training and Study/Experts Visits,
representing 31% of APEC project activity (shaded cell). However, alarge share of this activity
wasin the customs area. Excluding customs-related projects, we find that only 22% of APEC
project activity takes place in the form of technical assistance.

5 Project descriptions were reviewed and placed in facilitation areas. Thisis a subjective exercise and the numbers
in Table 2 provide only broad generalizations rather than accurate description of linkages.

80 Two examples would be: Cross-Country Smart Card-Based Secure e-commerce (TEL 03/2001, $77K), and the
APEC SME Electronic Commerce Survey (TEL 05/1997T, $225K)

®1 To do this, descriptions of all trade facilitation projects were reviewed and divided into 8 categories. Table 8
provides only a broad picture of approaches taken rather than a precise quantitative description of whether a project
was in fact a“workshop” or a*“database” per se
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Table 8: APEC Approaches to Trade Facilitation, Number of Projects

S& C Cugoms Business E-com. Reg. Other Total Total

) Mobility Reform %

(1) (3) C) (5) (6) (7) (8)
Surveys, Studies, 21 8 9 6 10 12 66 27%
Reports, Needs
Analysis
Databases/Software 6 2 1 2 0 1 12 5%
Seminars/Conferences/ 32 2 2 6 5 7 54 22%
Workshops
Guides/Best Practices 2 2 2 1 0 0 7 3%
Manual s/Blueprints
Technical Assistance, 20 28 6 5 3 14 76 31%
Training, Study/Expert
Visits
Cross- Cutting* 14 0 0 2 0 3 19 8%
Information Not 2 0 0 0 1 0 3 1%
Discernable
Administration** 3 2 0 0 1 0 6 2%
Total 100 44 20 22 20 37 243 100%

Source: APEC Project Database. * Cross-Cutting approaches use multiple approaches to deliver projects.
** Adminigration refers to funding for travel of consultants or developing member participants, publication costs
and other such administrative matters.

5.5 From Collective Action Plans To Projects

As pointed out above, APEC' s project work related to facilitation issues is very much
driven by the implementation of CAP commitments. Appendix D Tables D4-D6 provide
examples of selected CAP commitments and map these to projects undertaken by various fora.
The contrast between customs on the one hand and Standards and Conformance and Business
Mobility on the other provides some lessons for future capacity building work in APEC. In
reviewing APEC’'s CAP goalsin the core facilitation areas, we find two types.

First, there were rather specific CAP goals that resulted in particular policy measures
and/or projects. For example, the development of the APEC Guide on Alignment of Member
Economies’ Standards with International Standardswas set as a collective action after Osaka
and easily completed in 1997 (see shaded row in Appendix D Table D4). Another exampleisthe
CAP commitment to harmonize tariff nomenclature by adopting the HS Convention by 1996.
Thisresulted in the launch by the SCCP of atechnical cooperation program to help developing
Members adopt the HS Convention (see shaded row in Appendix D Table D5). Therefore, clear
CAP goalsled to clear project outputs and outcomes. Further, as shownin D5, clear CAP goals
with a firm timeframe more often resulted in specific technical cooperation activity undertaken
through APEC.

The second type of CAP goal was rather broad direction set for APEC Member
economies to undertake measures in facilitation areas. For example, one CAP objective in the
Standards and Conformance area was participation in international standardization bodies such
as|SO and IEC in avariety of sectors such as: building construction, hazardous area equipment,
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environmental management standards, bulk pharmaceuticals, etc. (see shaded row in Table D4).
Thisresulted in the Sub-Committee on Standards and Conformance (SCSC) to launch a Seminar
and Workshop seriesin 2001 to ensure that the CAP commitment is met. Another exampleisthe
CAP commitment to facilitate policy dialogue between border management and other relevant
officials on regulatory regimesrelating to short -term travel and business residency (see shaded
row in Annex Table A6). This CAP commitment was met by a series of workshops held by a
variety of working groups aimed at getting policy -makersin thisareato shareinformation on
regulatory issuesinvolved in the mobility of business people.

In analysing CAPs and their relationship to projects, we found that setting clear CAP
goalsdid result in significant technical cooperation work doneto achieve these goals. Nowhere
isthis clearer than in the customs area. Not only did customs have the largest number of projects
undertaken as “technical assistance” (see Table above), the SCCP has arguably been the most
successful in achieving CAP goals. Thisis also true inthe Standards and Conformance ares,
with an important qualification—for CAPsthat did not set specific goals, the type of activity
undertaken fell morein the domain of seminars and workshops, rather than hard technical
cooperation or capacity building.

5.6 Beyond Collective Action Plans

The positive implication of this CAPdriven approach isthat it provides focusto the work
program of various APEC Sub-Committees and Working Groups. Thisfocus on CAPs,
however, has some downsiderisks. A CAP-driven approach ensures that facilitation issues are
on the agenda of multiple APEC fora—each of which is striving to implement its own CAP-
driven mandate. However, in the absence of some coordinating mechanism within APEC to
prioritize CAP goals and provide funding for these priorities, APEC efforts tend to be diffused.
We see thisis especially the case in the Standards and Conformance and Business Mobility
aress.

Another downside risk of a CAP-driven approach is that simply undertaking a project
because it meets a CAP commitment does not necessarily mean that capacity isbeing builtin
developing APEC Members or that the project undertaken is even apriority for them. Inthe
longer term, this could lead to alack of confidence among developing APEC Membersabout the
ability of APEC asan institution to deliver capacity building programs that are relevant to them.

Finally, as pointed out above, the success of a CAP-driven approach is very much
dependent upon the nature of the CAP goal. Thediffused nature of Standards and Conformance
and Business Mohility in the first place results in a patchwork of CAP commitments. The
vagueness of many of these CAP commitments compounds the problem and resultsin varied
approaches to implementing CAPs. Intheend, it ishard to assess what the impact of this CAP-
driven approach is on the barriers experienced by businesses and their transaction costsin the
Standards and Conformance or business mobility area. Clearly, having specific CAP goals that
lead to specific projects (of the technical cooperation variety) and relating these to reductionsin
transaction costs for businesses in APEC provides aframework for future capacity building
work.



5.7 Toward a Coordinated Trade Facilitation Capacity Building Program

While APEC’ strade facilitation agenda has progressed with work underway in numerous
APEC fora, the links between capacity building and trade facilitation continue to be relatively
weak. At onelevel, this may be because of an emphasis, perhaps an over-emphasis, within
APEC members of the relative importance of policy measuresin the facilitation of trade. This
emphasis on policy actions may have resulted in the evolution of APEC’ s capacity building
agenda relatively independently from its TILF Agenda.

An indication of thistwo-track evolution comes from the Manila Declaration. Init,
APEC L eaders created the six Ecotech themes: developing human capital; fostering safe,
efficient capital markets; strengthening economic infrastructure; harnessing technologies of the
future; promoting environmentally sustainable growth; and encouraging growth of SMEs. These
were set independently from the overall work done by APEC in TILF. Although overlap on
certain issues does exist (for example in the area of sustainability of the marine environment),
Ecotech activities were envisaged to be relatively independent from other APEC activities,
including trade facilitation.

Thelast two APEC L eaders meetings have highlighted this two-track evolution and
provided direction for greater coherence between TILF policy actions and Ecotech programs.
The Bander Seri Begawan Declaration, for example, enshrines the principles of coordination
with development programs of Member economies and collaboration on TILF issues with the
programs of multilateral institutions. Paragraph 12 of the Shanghai Declaration, while
wel coming advances made by APEC to meet its Ecotech goal's, underscores the need for TILF
and Ecotech activities to be mutually reinforcing.

In fact, APEC’ s facilitation and Ecotech agenda (either policy actions or capacity
building) islessvisible that the liberalization agenda, especially as senior APEC policy makers
have focused attention on EV SL-type unilateral liberalizations [see Woo and Wilson (2000): pp.
3]. Threereasons can be given for thislack of attention to facilitation and Ecotech issues:

Tariffs provide arelatively formal, transparent and quantifiable measure of trade
restrictions. They are therefore easy to tackle from a policy-maker’s perspective. In contrast,
facilitation issues such as customs clearance procedures, port development and transportation
costs, domestic standards and conformance procedures, etc. are more structural problems that
require ablend of policy changes, administrative and legal reform, infrastructure investment, and
private sector participation. AsWoo and Wilson put it, trade facilitation is the “plumbing” of
trade policy and as such requires a deeper commitment of policy-makers to reform [see Woo and
Wilson (2000): pp.3].

The second difficulty in approaching non-tariff barriers—that facilitation measures seek
to alleviate- isthat they are defined by what they are not. Costs experienced by firmsthat result
from non-tariff barriers cannot always be accounted for aslineitemsin their financial statements
but are often capitalized into input costs. For example, the costs of meeting the health and safety
requirements of agricultural productswill be diffused throughout the supply chain—from extra
costs of machinery, processing, testing, transportation, packaging, etc. Therefore, while the
private sector may be aware of the existence of such costs, it is hard for them to move policy -
makers to do something about them, since unliketariffs, the costs are harder to define.
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Another difficulty with capacity building in trade facilitation isthat it requiresa
significant level of technical cooperation and infrastructure investment. Asan example of the
customs reform area, Finger and Schuler (2000) identify 16 areas of customs reform—ranging
from computerization of customs systems, statistical reporting, cargo control to administrative
and legal reform— costing $2.5 million each. In the Sanitary and Phytosanitary Standards (SPS)
area, Finger and Schuler (2000) provide examples of multi-million dollar projects undertakenin
APEC economies such as China, Russia, and Vietnam on specific components of their SPS
systems, including pest management, animal and plant quarantine, and improved food processing
systems.

5.8 Facilitation in the Development Context

Given the Shanghai benchmark, it must be kept in mind that APEC efforts to reduce
transaction costs in devel oping economies through facilitation must take place in sectors and
themes of priority to developing economies. Here, three aspects of the regional dynamic need to
be kept in mind in framing future APEC capacity building work.

First, over the long term, developing members are likely to continue to experience strong
economic growth and integration into APEC and the world economy. This is because, relative to
other regions of the world, there appears to be a policy consensus amongst plannersin APEC
devel oping members of the policies needed to encourage growth in aglobalized world. This
consensus will receive afurther boost asthe new round of WTO negotiations proceeds and as
regional FTAs gather pace.

Thistrend will result in an evolution of developing APEC Members economiesto a
greater reliance on value-added agricultural products, value-added manufactures, and services
sectors. In this context, targeting facilitation activities and reducing transaction costs in those
sectors that enable devel oping members to take greatest advantage of international trading
opportunities should be the overarching framework for future APEC technical cooperation and
capacity building.

Second, using a seamless transaction costs approach, APEC can fill aniche on facilitation
issuesnot being addressed in other fora (such asthe WTO). While elements of trade facilitation
are already contained in the WTO legal framework®?, in practice, the work in the WTO has
focused primarily on customs and border-crossing procedures [ See Woo (2002)]. Indeed the
DohaMinisterial Declaration refersto technical assistance and capacity building only in the
context of “the movement, release and clearance of goods, including goodsin transit” [see WTO
(2001)].

Third, how one arrives at this framework and targeted assistance isimportant. The vast
majority of capacity building efforts undertaken in APEC developing economies takes place
within the context of members' own development plans and programs of multilateral and
bilateral donors. Therefore, in order for APEC to provide value-added and complementary
technical assistance in the future, its capacity building efforts must be firmly grounded in the
development plans of its devel oping member economies.

62 For example GATT 1994 Articles V (Freedom of Transit), VIl (Customs Valuation), V11 (Fees and Formalities
connected with Importation and Exportation), and X (Publication and Administration of Trade Regulations). In
addition, facilitation issues are covered in various WTO Agreements, including: Customs Valuation, Import
Licensing, Preshipment Inspection, Rules of Origin, Technical Barriersto Trade (TBT), and Sanitary and
Phytosanitary Measures (SPS).
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The advantages and synergies of such an approach by APEC are many. First, it ensures
that APEC efforts remain focused in specific sectors of priority to d eveloping economies.
Second, it ensures that capacity -building efforts are coordinated across multilateral and bilateral
ingtitutions. Third, it ensuresthat APEC' s efforts leverage larger programs undertaken by
multilateral and bilateral donors. Fourth, it provides APEC an avenueto influence the policy -
making processasit evolves in developing economies.

Combine this with objective criteria set by APEC Economic Leadersin 2001, and we
have a capacity building effort that is strategic in its purpose coherent in its approach,
coordinated initsdelivery, objectiveinitscriteria, and based on the needs of developing
economies themselves.

5.9 Conclusions

Based on the above analysis, we conclude the following in regard to the institutional
work of APEC in trade facilitation:

With respect of level of funding: Relative to other institutions, the aggregate level of funding
for project activity in APEC is extremely limited. In so far as APEC acts as a champion for
capacity building programsin tradefacilitation, it will leverage its own funds by coordinating
with other institutions.

With respect to CAP process and goals: On current goals, APEC should review
implementation related to technical cooperation. Goals and implementation time-frames
should be specific. Each goal (where possible) should include an explicit indication of the
implications for capacity building. Informulating future CAP goals that require technical
cooperation, APEC should adopt asimilar strategy -- ensure that CAP goals are well
delineated with specific time frames for implementation and (where possible) an explicit
indication of implications for capacity building.

With respect to the alignment of IAPswith CAPs. Thereis aneed to examine the alignment
and to undertaketechnical cooperation activity to ensure that APEC members adequately
report on progressin implementing their CAP commitments. This need for technical
cooperation is especialy important for developing APEC Members and could be enhanced
through improved reporting by developed APEC members on technical cooperation
initiatives. APEC could act as a clearinghouse to provide an inventory of what has already
been done, but also what is offered in specific CAP areas.

With respect to coordination of trade facilitation activities: All told, facilitation activities
were diffused through various APEC work groups. Coordination of the various forums under
one, such asthe CTI, would assist focus and prioritizing of APEC work in this area.
Moreover, systematic and independent eval uation methodol ogy to assess the impact of
capacity building projectsin the facilitation areawill help ensure that facilitation projects
meet the Shanghai goal but provide confidence to the business community on the impact of
project work on their transaction costs.

With respect to the CAP approach: A CAP-driven approach does not necessarily mean that a
particular CAP goal is or should be a priority for all developing APEC members. In
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reviewing current CAP goals and formulating new ones that require technical cooperation,
APEC should ensure that the development and sectoral priorities of its devel oping members
istaken into account. This could be done in aforma manner through arequired consultation
process not only with APEC officials from the Member economy but also with officialsin
development and finance ministries. This consultation could be buttressed by ensuring that
during the planning phases of atechnical cooperation program that the devel opment priorities
in facilitation areas are explicitly taken into account.
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6. Trade Facilitation in Multilateral Policy Context

Consideration of trade facilitation—from efforts to define it, to quantify the consequences
of it, to consider approaches to improving it, to modalities for negotiating it—is not taking place
only within APEC. Trade facilitation may be relatively new in the context of the World Trade
Organization, but it has existed in partia representation for some time in other multilateral
organizations, including the World Customs Organization or the International Maritime
Organization, and has been considered in other regional forums, including the Common Market
of the South (MERCOSUR). The empirical analysis presented in Section 2 suggests the
potential synergies of a comprehensive approach to trade facilitation that goes beyond asingle
dimension or regional groups. This section and the material in Appendix D and E outline the
scope and array of effortsin the area of trade facilitation as a prerequisite to considering
consultation or coordination so that economies, particularly the least devel oped economies, can
enjoy maximum synergies from comprehensive trade facilitation. Because APEC efforts have,
in the past, served as afoundation for further effortsin the WTO (consider APEC’srolein the
context of the Information Technology Agreement, for example), trade facilitation in the context
of the WTO ishighlighted here.

6.1 The Doha Agenda and Trade Facilitation ®

Trade Facilitation isarelatively new issue at the multilateral trade negotiations. It was
added to the WTO agenda as one of the “new” issuesin December 1996 at the Singapore
Ministerial meeting®™® The WTO defines trade facilitation as “the simplification and
harmonization of international trade p rocedures, with trade procedures being the activities,
practices and formalitiesinvolved in collecting, presenting, communicating and processing data
required for the movement of goodsin international trade.”®® According to this definition, trade
facilitation involves activities such as import and export administration procedures like customs
or licensing procedures; transport formalities; payments, insurance, and other trade-related
financial requirements. So far, the work of the WTO on trade facilitati on has focused mainly on
customs and border-crossing procedures. This definition of trade facilitation given by the WTO
(and similarly by many other international organizations like UNCTAD, UNECE, and OECD) is
asomewhat narrow concept compared to the ones used by some other organizations. For
example, APEC uses a broader definition of trade facilitation to include some other related issues
like e-commerce and business mobility, which are aso becoming important factors to speed up
international trade transactions.

At the Doha Ministerial meeting, trade facilitation was proposed for inclusionin the
agenda as one of the “new issues” of anew round of multilateral trade negotiations. Many
members considered the topic of trade facilitation ripe for negotiationsin the WTO. Supporters
argued that after more than four years of exploring and analyzing the scope for WTO rules on
thisissue, it was about time to advance to the next stage and enter into negotiations. A group of
members advocating the negotiation of trade facilitation rules proposed atwo track approach,

63 Much of this section is a summary of the W TO document “Overview of Trade Facilitation Work in the WTO”,
available at www.wto.org

%4 The new basket of trade issues introduced at the Singapore Ministerial meeting in 1996, labeled accordingly as
“Singapore Issues’, includes investment, competition policy, transparency in government procurement, and trade
facilitation.

85 WTO website: WWW.wt0.0rg.
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centered around commitments on border and border-related procedures to expedite the
movement, release and clearance of goods.

For one track, it was suggested to build rules upon existing WTO provisions, in particular
GATT ArticlesV (freedom of transit), VI (fees and formalities connected with importation and
exportation) and X (publication and administration of trade regulations) as well as on principles
such astransparency, due process, simplification, efficiency and non-discrimination. Among the
examples given by the proponents of what could be covered by such ruleswere the
simplification/minimization of dataand documentation requirements, the streamlining of data
entry and exchange (eg. electronic transmissions), or the use of international standards where
appropriate and possible. For the other track, the proposal provided for the devel opment and
implementation of a comprehensive technical assistance program in parallel to negotiations.
Such assistance would involve the cooperation and coordination amongst donors and recipients
and include needs assessment as well as long-term monitoring and follow-up.

In contrast, some devel oping members, while supportive of the basic goals of trade
facilitation, did not want to commit to new legal obligationsin the WTO. There was concern that
additional rules might exceed implementation capacities and uncertainty regarding dispute
settlement in these areas. Some delegations also expressed preferences for trade facilitation work
to be undertaken at the national, bilateral or regional level.*¢ Consultations revealed that, while
there was some movement towards common ground, a number of divergences continued to exist.
After intense and heated discussions, and several draft texts for a new trade facilitation mandate,
Ministersin Dohafinally agreed on the following language in the Doha Declaration:

“Recognizing the case for further expediting the movement, release and clearance of
goods, including goods in transit, and the need for enhanced technical assistance and
capacity building in this area, we agree that negotiations will take place after the Fifth
Session of the Ministerial Conference on the basis of adecision to be taken, by explicit
consensus at that session on modalities of negotiations. In the period until the Fifth
Session, the Council for Trade in Goods shall review and as appropriate, clarify and
improve relevant aspects of ArticlesV, VIII and X of the GATT 1994 and identify the
trade facilitation needs and priorities of members, in particular developing and least-
developed economies. We commit ourselves to ensuring adequate technical assistance
and support for capacity building in thisarea.” ¢’

6.2 Emergence of Trade Facilitation asa Key Trade Issue

Although trade facilitation is quite new to the work of the WTO, trade facilitation work in
the area of customs procedures is anything but a new issue to other international organizations.
For severa decades, the work in trade facilitation has been carried out by other organizations
such as United Nations Conference on Trade and Development (UNCTAD), World Customs
Organization (WCO), and The United Nations Economic Commission for Europe (UNECE).

® This argument is quite valid based on the fact that trade facilitation is emerging as a regular feature in recent
regiona and bilateral trading arrangements. For example, APEC developed a set of trade facilitation principlesin
2001 and isin the process of implementing measures to achieve its goal of reducing transaction costs by 5% through
trade facilitation measures by 2005. FTAA members have also been implementing eight customs related business
facilitation measures since January 2000 and also committed to technical assistance programs. Recently in 2001,
Japan- Singapore bilateral FTA announced provisions on a wide range of trade and investment facilitation initiatives
initsagreement. See Woo (2002) for further details on this discussion. The Canada-Costa Rica FTA includes a
chapter on trade facilitation, see Canada-Costa Rica Free Trade Agreement, Chapter I X and related provisions.
67 Doha Ministerial Declaration, November 1, 2001, item 27
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More recently in the 1990s, regional institutions like APEC have paid alot of attention to the
issue of trade facilitation®® Traditionally, trade facilitation was considered a somewhat technical
issue, and was not extensively discussed in multilateral trade negotiations under the GATT.

Then, why istrade facilitation becoming an important issue in trade and development
policy recently? First, for the last several decades, the international trading system under the
leadership of the GATT focused on improving market access, thereby reducing quotas and
lowering tariff rates significantly. The main focus has been on the trade liberalization issues.
Although it is true that more work needs to be done in the area of trade liberalization, the
expected marginal improvement has become much smaller in recent years. Asaresult of the
Kennedy, Tokyo, and Uruguay Rounds of multilateral GATT agreements and various regional
and bilateral Free Trade Agreements (FTAS), tariff levels are now at an al-time low and thus the
relative importance of non-tariff barriersto trade hasincreased®® With thistrend of low tariffs
across the globe, the cost for businesses to comply with inefficient implementation of customs
formalities and red tape has been reported to be high. For example, average tariff reductions
under the Uruguay Round agreement were about 2% of total trade value while potential gains
from trade facilitation are estimated in the range of 2-3%.7°.

According to an APEC study referenced earlier in Section 2 the estimated gains from
tradefacilitation p rograms would be about 0.26% of real GDP of APEC, amost double the
expected gains from tariff liberalization. Policy makers are increasingly devoting attention to
trade facilitation issues. Second, with the rapid progress in modern technology, many economies
are now ableto significantly improve the infrastructure of managing cross-border trade
transactions. In particular, the availability of high-speed, largecapacity data processing
computers and communi cations technology enables governmentsto set up much more efficient
trade management procedures, and thereby yielding avery high rate of return on investmentsin
new trade-facilitating systems.

Third, in the modern business environment of just-in-time production and delivery,
traders need fast and predictable release of goods.” Thus, the businesses’ international
competitivenessis heavily dependent on the speed of business transaction, of which the speed of
clearing at the international border plays an essential part. Thisis particularly important for
economies located away from the major international markets, including many devel oping
economies. Therefore, business communities of many economies are asking their governments
to help their business by taking trade facilitation measures. Fourth, trade facilitation is an issue
that will help both exporters and importers. That is to say, not many economies will show
resistance to the idea of improving trade facilitation. Not like tariff negotiations, where different
economies have different interestsin different industries, it should not be difficult to achieve an
agreement in multilateral rules on trade facilitation. Thus, it turns out that trade facilitation could
be a quite deliverable item on multilateral trade negotiation agenda.

%8 The review of trade facilitation works by these organizations is provided in the section VII.
69 See Finger and Schuler (2000).

0 A study by Canadian Department of Foreign Affairs and International Trade.

LWTO (2001c).
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6.3 The WTO's Past Treatment of Trade Facilitation”?

Although trade facilitation has not been in the domain of the GATT’ s agenda and work,
some of the specific elementsrelated to the simplification and harmonization of trade procedures
were already included inthe multilateral trade framework. For example, various issues related to
trade facilitation are contained in the GATT Articles V, VII, VIII, X aswell asin the agreements
on Customs Valuation, Import Licensing, Preshipment Inspection, Rules of Origin, Technica
Barriersto Trade (TBT), and the Agreement on the Application of Sanitary and Phytosanitary
Measures (SPS). However, it was not until the Singapore Ministerial meeting in late 1996 when
the WTO was given the mandate to take a more comprehensive approach to trade facilitation.
The Singapore Ministerial Declaration directed the Council for Trade in Goods (CTG) “to
undertake exploratory and analytical work, drawing on the work of other relevant organizations,
on the simplification of trade procedures in order to assess the scope for WTO rulesin thisarea.”

Following the direction given by the ministers at the Singapore meeting, the WTO
prepared a background note on trade facilitation, which was areview of all the works done on
the subject of trade facilitation by 15 other international organizations, including non-
government organizations. On the basis of this background note, the CTG had an extensive
discussion on identifying the main areas of futurework inthe WTO. In March 1998, the CTG
organized aWTO Trade Facilitation Symposium inviting both business and policy communities
to discuss possible future work of the WTO on trade facilitation. Main concerns expressed by
the business community were: excessive documentation requirements; lack of automation and
insignificant use of information-technology; lack of transparency (unclear and unspecified
import and export requirements); inadequate procedures (especially alack of audit-based
controls and risk-assessment techniques); lack of modernization of, and cooperation among
customs and other government agencies, which thwarts effortsto deal effectively with increased
trade flows.

Between the summers of 1998 and 1999, the WTO held four more meetings to conduct
further exploratory and analytical work in order to focus on more specific issues of trade
facilitation: import and export procedures and requirements, including customs and border-
crossing problems (overview of the Kyoto Convention); physical movement of consignments
(transport and transit), including payments, insurance, and other financial requirements which
affect the cross-border movement of goods in international trade; electronic facilities and their
importance for facilitating international trade, including technical cooperation and development
issues; evaluation of the exploratory and analytical work to assess the scope for WTO rulesin the
area of trade facilitation. During these meetings, many WTO member economies and other
international organizations presented their own experiences dealing with trade facilitation and
suggested their own proposals on the WTO' swork on trade facilitation.

In preparation for the Seattle Ministerial meeting at the end of 1999, several members
presented proposals on trade facilitation in the General Council. Some members called for the
launch of negotiations at Seattle to establish aframework of rules and disciplines, or to
strengthen and elaborate existing WTO rules (e.g. Articles VIII and X GATT 1994) with the
objective of aleviating administrative and procedural burdens on traders. It was also proposed to
develop and implement a capacity building program in conjunction with the design of WTO

"2 This section is a summary of aWTO document, Overview of Trade Facilitation Work in the WTO, which is on
the website of the WTO. For further details, see the original document.
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disciplines with the aim of ensuring that all members are able to implement the negotiated rules
anddisciplines.

Within the WTO the advocates of formal trade facilitation rules are known as the Friends
of Trade Facilitation or the “ Colorado Group”, consisting of Australia, Canada, Chile, Colombia,
Costa Rica, EU, Hong Kong, China; Hungary, Japan, Korea, Morocco, New Zealand, Norway,
Paraguay, Singapore, and Switzerland, and the United States. Other Members— collectively
known as Indiaand the Like Minded Group”® -- preferred to continue with the exploratory and
analytical work started at Singapore, and believed that there was no need for additional WTO
obligations. In this context, it was argued that reform and improvement of customs and trade
administration were not contingent upon new disciplines, and that technical cooperation efforts
should be stepped up to help devel oping economies with the improvement of their infrastructure
for trade transactions.

After the disappointing outcome— particularly so in the area of trade facilitation asit was
overtaken by other issues such as anti-dumping -- of the Seattle Ministerial meeting, the CTG
continued in 2000 and 2001 its analytical and exploratory work on trade facilitation. Some
delegations drew linkages between the national experiences and WTO principles. They showed
that problems faced by traders are identical in practically every economy regardless of their level
of development. Likewise, trade facilitation policies applied by governments all over the world
were essentially based on the same principles such as simplification, predictability, transparency,
non-discrimination and consultation. Although those principles would already exist inthe GATT
1994, they needed to be further elaborated in order to address customs and border-crossing
problemsin an efficient and coherent manner.

Other delegations expressed caution against expanding the WTO legal framework so as
to include trade facilitation rules. In December 2000, the Chairman of the CTG prepared a
progress report to the General Council on the status of work on trade facilitation. This report
raised several points:

Information technology was seen asinstrumental for raising the efficiency of customs
procedures. But the simplification of official requirements wasitself a precondition for
the application of information technol ogy.

There was atrend for government and industry to work more cooperatively on customs
issues. Small and mediumsized enterprisesin particular have much to gain from the
simplification of requirements and greater transparency.

In May 2001, the WTO organized a Workshop On Technical Assistance And Capacity
Building On Trade Facilitation. Drawing on conclusions made by both panellists and discussants
in the course of the workshop, delegations underlined the importance of technical assistance and
capacity building for facilitating trade and identified the following elements as essential for the
successful execution of trade facilitation-rel ated technical assistance programs: the political will
of governmentsto undertaketrade facilitation-rel ated reforms; coordination and cooperation
among the providers of technical assistance; transparency of reform programs aswell as of the
legal system; the involvement of all stakeholders (governments, business community, customs...)
in the execution of trade facilitation measures; the responsiveness of trade facilitation programs
to particular needs of recipients; and the use of agreed benchmarksin their execution.

73 See Woo (2002).
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Delegations also underlined the necessity of technical assistance to be sustainable and consistent
with reform efforts at the nati onal level.

6.4 Challenging I ssues for the WTO negotiations™

The Doha Declaration limited the discussions of trade facilitation in the current round of
multilateral trade negotiations to the area of customs procedures. In particular, work is focused
on GATT ArticlesV, VIII, and X. These trade facilitation issues are particularly important to
developing economies because trade facilitation can make a significant contribution to the
expansion of trade and income of developing economies. Trade facilitation, by lowering
administrative and procedural barriers, should complement efforts to reduce tariffs and non-tariff
barriersin opening markets.

It is generally assumed that businessin many developing economies is hampered by
administrative difficulties. Such difficulties may include outdated or inconsistent legislation or
regulations, burdensome official documentation or regulatory requirements, arbitrarinessin the
application of rules and procedures, difficultiesin making payments or transfers, official
hindrances at ports or airports, or lack of sources of information on markets and marketing
practices. All these factors can delay the movements of goods and services and add to the
transaction costs of trading. Trade facilitation aimsto alleviate these obstacles and ease the path
to increased trade and associated developmental benefits to devel oping economies.

The needs for trade facilitation may differ among economies and sectors as economies
vary in the efficiency of their own trade procedures and the procedural, logistical or
administrative barriers they face in international trade. Nevertheless, all parties to a transaction
should be able to gain from easier and lower-cost trading conditions. However, there may be
initial costs. Introduction of trade facilitation measures requires the deployment, or
redeployment, of scarce financial, physical and human resources. These costs are a significant
burden for many developing economies. Thus, the main challenge for the Doha agendain the
area of trade facilitation is how to deal with some of the challenging issuesrelated to the trade
facilitation in particularly in devel oping economies and the technical assistance and capacity
building issue for developing economiesin order to further integrate them into the multilateral
trading system. Thisreport providesinsight into addressing these issues from the perspective of
the Asia Pacific region.

6.4a Export, Import and Customs Procedures

There are various issues involved with facilitation of export and import procedures and
requirements. One of them is simplification and greater transparency in official documentation
required for border crossing of exports and imports of goods and services. Simplification of
documentary requirements has been shown to be amajor facilitator of trade in both devel oped
and developing economies. Contributions of trade facilitation can be achieved by increasing
transparency, reducing delays in border crossings, and diminishing the potential for corruption.
Numerousin ternational organizations, such as WCO, UNECE, UNCTAD, ITC, are engaged in
technical assistance programsin thisarea. Simplification of packaging and labelling

" A large part of this section is based on a WTO document (WT/COMTD/W/57), “Development Aspects of Trade
Facilitation.”
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reguirements, and the harmonization of international standards and sanitary restrictions are al so
important aspects for the facilitation of trade.

However, since the Uruguay Round agreement, many devel oping economies have
pointed out the difficulty of participation in standards-setting operations, the persistence of
differing national requirements, the difficulty of obtaining information, and the severe physical
and financia costs thusimposed on their exports to devel oped and other devel oping economy
markets. Transparency of information is also an important facilitator of trade. But, the highest
possible dissemination of information is somewhat restricted by the lack of internet technology
in many developing economies. Thus, the main challenge for the WTO would beto clearly
identify specific needs and areas for technical cooperation and assstance.

Simplification of official proceduresis another area of possible trade facilitation. The
streamlining of procedures, concentration of controls in one authority, and more effective
communications systems should reduce transaction costs and diminish incidences of tariff and
tax evasion. Easier means for payment of duties should reduce the burden on the Customs
authorities, banks, and traders, and diminish the chance for corrupt practices aswell. However,
the administrative changes required for this facilitation work may imply substantial re-training
needs, and even a change in governmental and business ethos, which may be met with strong
resistance from the existing institutions, particularly in devel oping economies.

The use of electronic data nanagement system and information technology opens new
opportunities for trade facilitation. However, the use of electronic means also poses challenges
for many economies, especially for those economies in which the basic physical and human
infrastructure and the regulatory environment necessary for the use of electronic means are not
yet fully developed. For thisto work, economies would need aliterate workforce, people with
basic knowledgein using computers and skilled technicians to repair and service software and
hardware, physical accessto computer hardware and software as well as areliable supply of
electricity, and afunctioning telecommunications network. Thus, expected difficultiesin the use
of electronic meansin trade facilitation should not be underestimated, particularly for least
developed economies. For developing economies to make progress in this areawould require
financial, training and other types of assistance. Inthisfield, UNCTAD has played an important
role through the introduction of several software programs like Automated System for Customs
Data (ASY CUDA) and the Advance Cargo Information system (ACIS).

Transparency, predictability and consistency of regulations can contribute substantially to
trade facilitation. Issuesinvolved in this context include the publication of all laws, regulations
and administrative rulings; the application of such laws only after their publication; uniform and
consistent application of customs laws, regulations, guidelines and procedures; limitation of the
discretionary powers of officials by making legisation, procedures and documentation
reguirements as transparent as possible; and limitations on penalization for inadvertent mistakes.
It has been suggested that application of the Arusha Declaration on Customs Integrity, the 1993
WCO initiative, which called for progressive reform, would assist in thisarea. All parties stand
to gain from transparency, predictability and consistency apart from those which have made
illegal gains from the lack of transparency and predictability. Thisis also an areain which
technical assistance can be provided. But, the bigger challenge in this areawould be to obtain
political and legidlative commitment to make progressive reform in many devel oping economies.

A modern, efficient border administration is another important issue for the effective
conduct of trade. Various regulatory, training and educational needs may be identified, including

79



improved training for officialsin the rules they are administering; increasing theratio of
professionalsto other staff; and regulation of professional standards of customs brokers and
customs warehouses. Other measures that may be identified include the adjustment of the
opening hours of border crossingsto commercial needs and the location under one roof of
agencies that need to work closely together.

These improvements would certainly have beneficial developmental effects, but at the
same time would also require increased resources to bring them into effect. Funding might be
sought from international financial institutions or the private sector to overcome infrastructure
problems. Thisisthe area where economies could seek technical assistance from the World
Bank, regional development banks or other similar insitutions.

In the area of simplification of customs procedures, some WTO members have suggested
that the Kyoto Convention should be the basis of discussion. Some devel oped members even
argued that new rulesin WTO in this area should include binding obligations on WTO members
to accept and adopt the standards laid out in the revised 1999 Kyoto Convention. The
convention is expected to provide a blueprint of procedures that customs could adopt for customs
control and facilitating clearance. It would be, however, unreaistic to think that the WTO
members could easily adopt the principleslaid out by the Kyoto Convention. To begin with, not
all of the 40 contracting parties of the Convention have ratified the Convention yet, three years
after therevision. It givesagood indication how difficult it would be for all the WTO members
to agree on the principles of the Convention. In fact, many developing economies have already
argued that the limited progress achieved to date in computerization and modernization of their
customs procedures makes it difficult for them to accept any binding obligationsin this area.

6.4b Physical movement of consignments (transport and transit)

Many problems for transport operators relate directly to border-crossing requirements - in
such areas as documentation, technical regulations, reporting and visa requirements. These
transport related issues appear directly relevant to concerns expressed by devel oping economies.
The agreement and application of uniform international rules in areas such asinformation
requirements for the movement of goods, reporting requirements for the movement of vesselsin
and out of ports, legislation concerning the movement of crews and passengersin seatransport,
technical requirements for road transport vehicles, fiscal charges, restrictions, visa requirements
for drivers, and rules regarding the carriage of hazardous goods may be of particular interest to
SMEsin developing economies. Internationally agreed rulesin transport and transit might
therefore indirectly open up new market access opportunities, including neighbouring developing
markets.

Facilitation in the areas of transport and transit might particularly benefit a specific group
of developing economies - the land-locked and island economies - which are highly dependent
on transport and transit rules for their exports. As many such economies are among the poorest,
their concerns should be given all due attention. However, the biggest challenge for the WTO
would be to figure out how to deal with these issues within the confines of the WTO. Many of
the areas identified above may be subject to international negotiation. For example, some issues,
such asimprovement of market access conditions for foreign transport companies, might
potentially fall within the scope of the GATS. In addition, most of these issues are not currently
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included in the ambit of the WTO, such as port regulations and reporting requirements, air
transport, or the harmonization of technical and fiscal measures placed on vehicles or of existing
rulesfor the carriage of hazardous goods.

6.4c Financial reguirementsrelated to cross-border movement of goods

A certain number of issues for trade facilitation resulting from commercial practices of
banks and other financial institutions may be identified. These include the creation of more
efficient payment and credit arrangements, for example through an internationally agreed method
for ensuring the legal validity and security of electronically exchanged payment messagesfrom
or to non-banks (such as the so -called BOLERO system, parallel to the SWIFT system among
banks). Restrictive governmental policies such as the prescription of specific payment methods
also impedetrade. Liberalization of exchange control and other formalities related to payments,
insurance and other financial requirements would also assist in facilitating trade.

Every exporter, and particularly most devel oping exporters, wantsto limit the time
between delivery and payment received as well as minimize the risks of not being paid at all.
The more reliable the banks and the banking system in a devel oping economy, the greater the
chance that abank in that economy will be chosen asthe "third party" to an international
payment. The establishment of well functioning, secure payment systemsin developing
economies for imports and exports would therefore benefit both banks and traders. The
strengthening of credit insurance mechanismswould thus help devel oping exporters.

Exportersin developing economies are therefore in particular need for increasesin the
availability of export credit at lower interest. Small trading nations may profit most from
international standards and good corporate practice in the areas of international payments and
insurance. Obviously, the challenge for the WTO in this area of trade facilitation would be to
identify the technical assistance needs of developing economies’ reform in financial and banking
sector and to find financial resources for export credit programs.

6.4d Technical Assistance and Capacity Building

Small- and mediumtsized enterprises are more important to devel oping economies than
in developed markets and can benefit from trade facilitation measures, as obstacles to
transactions may constitute alarger share of their costs than for large companies. Facilitated
procedures in devel oping economies would benefit importers and exporters alike, may increase
possibilities for intra-devel oping economy trade and might increase the attraction for foreign
direct investment.

However, trade facilitation often requires difficult changesin procedures and practices.
Facilitated procedures may |ead to staff reductions or deployment and hence to opposition from
the officials previously employed to service cumbersome administrative procedures. In addition,
facilitated procedures require fewer staff, and as aresult they normally require more equipment,
especially in the form of modern information technology, and thus staff with higher education
and new skills. Modern info rmation technology equipment also requires a certain investment for
initial set-up and maintenance thereafter. Thus, additional physical and human resources may
both be needed in theinitial phase of trade facilitation. However, these short-term costs of
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facilitating procedures must be compared to the longer-term costs of not doing so. Thus, it
seems that trade facilitation is aworthwhile issue to be on the WTO agenda.

The biggest challenge for the WTO to deal with negotiationsin trade facilitation mu st be
how to handle the issue of technical assistance and capacity building. There are many
devel oping economies, which generally support the objectives of trade facilitation, but do not
want to take on new legal commitmentsin the WTO at this point in time. They are concerned
that additional rules will exceed their implementation capacities and expose them to dispute
settlement. In fact, the most significant problem facing devel oping economies in implementing
the Uruguay Round agreements has been inadeq uate technical assistance, particularly in the new
areas like standards and intellectual property rights. They just do not have enough capacity to
meet the commitments they made.

Some argue that devel oping economies should try to identify the amount of technical
assistance they need and have the devel oped members to commit to that amount in the
negotiations of the Doha Devel opment Agenda, particularly in discussing behind-the-border
matters like trade facilitation.”> However, thisis not an easy issue for the devel oped economies,
either. Thetotal amount of technical assistance is expected to be huge if it isto cover al aspects
of trade facilitation and all developing economies.”® One should keep in mind that there are
other trade issues that require technical assistance, too’’ It remains to be seen how much
technical assistance would be given to the area of trade facilitation. In one of the World Bank
technical assistance programs, it turned out that Tanzania alone needs $8-10 million of technical
assistance in trade facilitation.

6.5 Future Prospects

The specifics of negotiations on trade facilitation at the WTO remain unclear. Decisions
on the modalities for negotiations were deferred to the Fifth WTO Ministerial Conferencein late
September 2003. Negotiators will have less than two years to complete negotiations to develop
an agreement on international rules and principlesin trade facilitation. Thistime period may not
be long enough for negotiators to devel op consensus among members. SomeWTO members
remain opposed to launch of the talks on trade facilitation rules. Specifically, WTO members
must develop an “explicit consensus’ on modalities of negotiations on trade facilitation before
the Fifth Ministerial Conference. Thiswill involve dl members agreement on what and how to
negotiate trade facilitation rules within the next year.

Advocates of trade facilitation rules, however, were able to obtain a mandate to begin
work immediately on building stronger rules around the existing WTO articles related to trade
facilitation. The CTG is mandated to “review and as appropriate, clarify and improve relevant
aspects of ArticlesV, VIII and X of GATT 1994 and identify the trade facilitation needs and
priorities of members, in particular devel o ping and |east-devel oped economies.

7S Finger (2002)

76 \Whereas in most other trade policy areas the case for technical assistance has to do primarily with strengthening
the capacity of developing economy officials to participate in WTO negotiations and to implement commitments,
technical assistance in customs reform and modernization involves providing physical infrastructure and
institutional know-how and thus requiring large commitments of time and money. See Woo (2002).

" At a conference in March 2000, WTO members pledged $18 million to the Doha Development Trust Fund, which
is ailmost twice the amount requested by the WTO secretariat in its 2002 Technical Assistance Plan. However, most
of thisfund is likely to be used for the purpose of improving developing economies’ capacity to participate in the
new round of trade negotiations under the WTO.
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A successful outcome in trade facilitation talks will likely depend on whether two groups
of members with quite different positions can narrow differences. In thisrespect, arelatively
limited scope for talks focused on “the movement, rel ease and clearance of goods, including
goods in transit” may increase the scope for consensus. Another factor which will affect the
negotiationsis the question of cooperation with other organizations. There are other multilateral
and regional organizations like WCO, UNCTAD, World Bank and APEC that have been
working on theissue of trade facilitation. Organizations such asthe Bank and others have
instituted technical assistance programs in the area of trade facilitation for develo ping
economies. Some devel oping economies have expressed concerns about coordination between
existing programs and the possible future work of WTO in the area of trade facilitation. They
argue that the new work of WTO should not cut across the existing works of other organizations.
Discussions on donor coordination will be particularly important as talks proceed. Inthis
respect, APEC could play arolein facilitating dialogue among members and providing
consensus views as discussions continue.

What can APEC do to help advance the WTO talks on trade facilitation? APEC has
experience in dealing with many issues related to trade facilitation. It could share its experience
in resolving differences between developed and devel oping economiesin trade facilitation.
APEC members are very diverse in economic development level. APEC's contribution to the
WTO in tradefacilitation could be much larger and important because APEC’ s definition of
trade facilitation provides a broad context for evaluating work across facilitation areas. Another
areawhere APEC could facilitate dialogue is on prioritiesin devel opment assistance among
members. APEC through its committee structures could discuss various proposal s as the talks
continue at the WTO. The challenge forthe WTO is how to handle the issue of technical
assistance and capacity building in order to be successful in advancing the Doha Devel opment
Agenda. Consideration could be given to devel oping new modes of promoting coordination
among international organ izationsin order to increase the effectiveness of technical assistance
programs.

6.6 Coordinating APEC’s Trade Facilitation Programswith Other Groups

Although trade facilitation is a somewhat new issue from the perspective of multilateral
trade policy reform, for many years various inter-governmental organizations have been working
on the issue of trade facilitation. Major organizations that particularly focus on trade facilitation
are Asia Pacific Economic Cooperation (APEC), United Nations Conference on Trade and
Development (UNCTAD), United Nations Economic Commission for Europe (UNECE), and
World Customs Organization (WCO). Among these organizations, APEC’ swork on trade
facilitation has been quite extensive.

Economic leaders of APEC members have recognized the importance of trade facilitation
and thus, from the beginning of APEC, trade facilitation received attention in their annual
declarations and APEC’ s work programs. More importantly, APEC defines trade facilitation in
broad sense, including such issues as business mobility and e-commerce in addition to standards
and regulatory reforms, and customs facilitations. Y et, other organizations like UNCTAD,
UNECE, WCO and others have been working to improve trade facilitation at the sametime.
Unfortunately, however, these organizations have worked primarily in parallel tracks, with
limited mechanisms for coordination. If these institutions established new consultation
mechanisms, they could accomplish more collectively in accelerating trade facilitation goals.
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Many inter-governmental organizations are engaged in trade facilitation issues. As
shown below, some of these organizations are multilateral ones with large members, while some
of them are regional or bilateral ones with fewer members:

Multilateral Organizations Working on Trade Facilitation

United Nations Conference on Trade and Development (UNCTAD)
United Nations Economic Commission for Europe (UNECE)
World Customs Organization (WCO)

World Trade Organization (WTO)

World Bank (WB)

Organization for Economic Cooperation and Development (OECD)
International Monetary Fund (IMF)

International Trade Centre UNCTAD/WTO (ITC)

International Maritime Organization (IMO)

International Civil Aviation Organization (ICAO)

United Nations Commission on International Trade Law (UNCITRAL)

Regional Organizations Working on Trade Facilitation

Asia-Pacific Economic Cooperation (APEC)
Association of Southeast Asian Nations (ASEAN)
Asian Development Bank (ADB)

Asia Europe Meeting (ASEM)

Inter-American Development Bank (IDB)

Free Trade Area of Americas(FTAA)

Common Market of the South (MERCOSUR)
G-7

Depending on their organizational characteristics, some of these organizations have done
a substantial amount of work on awide range of issues in trade facilitation, while others have
only dealt with particular aspects of trade facilitation. Brief summaries of their work on trade
facilitation is provided in Appendix E. "® There are only limited coordination mechanisms,
however, to ensure consistency of programmatic objectives. Devel oping economies are
concerned that new WTO rules on trade facilitation could cut across on-going programs of other
organizations like WCO, UNCTAD, World Bank, and others.

APEC, as one of the leading organizations working on trade facilitation, should play a
more active role and pursue coordination with other organizations. Such coordination could
occur intwo areas. Oneisin the areaof developing multilateral trade policy reform measures,
and the other isin the area of developing technical assistance and capacity building programs for
developing economies. Based on the review of various organizations’ work on trade facilitation,
the following considerations emerge:

"8 This section is a brief summary of various organizations' activities in trade facilitation, mainly taken from those
organizations' websites and previous summary by the WTO (WTO document G/C/W/80/Rev.1), where more
detailed information can be found.
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APEC could more actively pursue coordination with WTO in discussing the multilateral
trade facilitation principles and codes. The WTO could also seek APEC’ s participation and
consultation in itswork programs. APEC has some of the largest trading economiesin the
world as its members and APEC’ s share of global trade was 47% in 2000. In particular, the
WTO can benefit inits future work from APEC’ s experience in dealing with broad trade
facilitation issues like business mobility and e-commerce. APEC might host, for example,
consultations on technical assistance in the region in advance of the WTO ministerial in 2003
where decisions will be made on launch of negotiations.

APEC could also work with the WCO. For regulatory reform issues, APEC should work
more closely with the OECD, which has done alot of work in this area. Inaddition, APEC
could address the trade facilitation issues in maritime and air traffic. Not like other typical
regional organizations (such as EU, Mercosur, or NAFTA), APEC members line the Pacific
coastline and thus require much heavier maritime and air traffic in their intra-regional trade,
compared to other land-connected regional arrangements. The maritime and air traffic
related trade facilitation issues are not explicitly included in the APEC CAPs. Improving
trade facilitation in these areas could reduce transaction costs substantially in intra-regional
trade of APEC and help to achieve APEC’ s current goal of reducing transactions cost of
trade by 5% by 2006. For the maritime and air traffic issues, APEC should establish
coordinating relationship with the IMO and the ICAO.

APEC could further strengthen on-going coordination with the World Bank, and other
regional financia ingtitutions like ADB and IDB. Most of APEC member economies are
members of the ADB and some members of APEC are also members of the IDB. There
should be some type of coordination between these organizations to more efficiently design
work programs on trade facilitation for developing members. Other development-related
issues like the development of small and mediumsized enterprises (SMEs), trade facilitation
issues for these enterprisesin APEC could be coordinated with organizations like the
UNCTAD, which has done alot of work developing GTPNet, and ITC.



Appendix A: Detailsfor the Trade Facilitation Estimation

AA.1 Data Sets:

The data sets are detailed inWilson, John S., Catherine Mann, Tsunehiro Otsuki. 2002.
“Trade Facilitation and Economic Development: Measuring the Impact,” The World Bank
(mimeo). They are based on the following original sources:

World Economic Forum, Global Competitiveness Report, 2000. All survey data comes
from the World Economic Forum’s Executive Opinion Survey. A total of 4022 firms were
surveyed. “In order to provide the basisfor a comparative assessment on aglobal basis, it is
essential that we interview asufficient number of senior business|eadersin individual
economies and that the sample in each economy is not biased in favor of any particular business
group. We have taken a number of stepsto ensure this. First, wehave asked each of our partner
institutes, the organizations that administer the surveysin each economy, to start with a
comprehensive register of firms. From this, they were asked to choose a sample whose
distribution across economic sectors was proportional to the distribution of the economy’ s labor
force across sectors, excluding agriculture. They were then asked to choose firms randomly
within these broad sectors (for example, by choosing firms at regular intervals from an
aphabetic list), and to pursue face-to-face interviews, following up for clarifications where
necessary. The employment distribution was taken from datain the 1998 Yearbook of Labour
Satistics of the International Labour Office. The respondentsto the survey aretypically a
conpany’s CEO or a member of its senior management.”

IMD Lausanne, World Competitiveness Y earbook 2000. The WCY uses a 115 question
survey sent to executives in top and middle management of firmsin all 49 economies of the
WCY. The sample size of each economy is proportional to GDP, and firms "normally have an
international dimension.” Thefirms are selected to be a cross section of manufacturing, service,
and primary industries. There were 3532 responses to the Survey.

Asia Pacific Foundation of Canada 1999 Issue Reports on Progressin APEC on
Standards and Conformance, Customs Procedures, and the Mobility of Business People.
Thereports were devel oped by the APEC Study Center in Canada as a part of the Center’s
cooperation with the APEC I ndependent A ssessment Network (APIAN) in evaluating the
progress of APEC member nations. Datafor the study were derived from the Individual Action
Plans (IAPs) released in 1999. Theinformation in the | APswas published by the member
counties and presents an official statement of their progress in the respective area of trade
facilitation.

Analysis of standards and conformance was supplemented by the information from the
report of the CTl Sub-Committee on Standards and Conformance (SCSC) entitled “ Progress of
Alignment with International Standardsin APEC Priority Areas 1998”. In the area of customs,
additional datawere derived from the report of APEC Sub-Committee on Customs Procedures
(SCCP) entitled “Blueprint for APEC Customs Modernization 1999”.

Economist Intelligence Unit, Country Indicators 2001 Economist Intelligence Unit
(EIV) is the business information arm of the Economist Group. EIU country indicators are
prepared on an annual basis for 60 economies. Indicators are calculated on the basis of
information gathered by the representatives of EIU who reside in the economies on which they
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report. These data are interpreted by over 100 analystsin London and occasionally
supplemented by information from other international institutions.

Transparency International, the Global Corruption Report. Transparency International is
the only international non-governmental organization devoted to studying and fighting
corruption. The organization monitors government compliance, corruption levels and
transparency of regulations via 80 independent chapters around the world. Results of the
monitoring are used to develop economy -specific indices of improper practices. These dataare
publicly available through the Corruption Online Research and Information System (CORIS), a
comprehensive database on corruption and governance.

AA.2 Specific Index Descriptions

Port logistics (pl) is designed to measure infrastructure quality and direct customs costs.
It isthe average of three indexed original inputs: Port Efficiency Index from Clark, Ximena,
David Dollar and Alejandro Micco (2001). "Maritime Transport Costs and Port Efficiency,"
World Bank Group. From the WEF, “port facilities and inland waterways are extensive and
efficient”, and “air transport is extensive and efficient” (1=strongly disagree, 7=strongly agree)”.
Covariance analysis of the three original inputsthat create the indicator port logistics shows a
high correlation among them (0.87 to 0.96) raising the likelihood that the port logistics indicator
measures what it purports to.

Figure 6.1: Input to Post Logistics
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APEC Customs Procedure (APEC_cp) captures the rel ationship between the APEC process of
IAP and CAP and achieving consistent customs procedures within APEC. It isthe average of
two indexed original inputs, both from the APF Issue Reports: “Number of objectives met out of
12 stated in CAP” and “consistency between IAP and CAP.” The correlation between these two
original inputsis 0.44 suggesting some disconnect between the |AP and the CAP process.
(Further work will be devoted to assessing the APF |ssue Reports.)

Regulatory Environment (re) is designed to measure a single economy’ s approach to regulations.
It isthe average of four indexed original inputs from WEF: “Environmental regulations are
transparent and stable”; “ Regulatory standards (e.g., product, energy, safety, and environmental
standards) are among the world’s most stringent.” “Compliance withinternational
environmental agreementsis ahigh priority.” “Environmental regulations are enforced
consistently and fairly.” (1=strongly disagree, 7=strongly agree)”. Correlations among the
various inputs are above 0.9.

Figure 6.2 Inputs to Regulatory Environment
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APEC Standards Harmonization (APEC_sc) is designed to measure the extent of harmonization
achieved with respect to certain standards and regulations by APEC as awhol e through the
APEC process. It isthe average of two indexed original inputs both from APF Issue Reports:
An economy’s percent of equivalent standards in APEC priority areas and areas of full
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compliance with 33 CAP objectives. Correlation is 0.43 again suggesting some disconnect
between the AP and the CAP asameasure of harmonization process and achievement.

Business Mobility (bm) is designed to measure how easy it is for professionals to move within
APEC. Itistheaverage of the four indexed origina inputs. From WCY,, “Immigration laws
prevent your company from employing foreign labor” on 1-10 scale, 1 is strong agreement; from
ElU, “Easy to Hire Foreign Nationals’ “Are Labor Laws Restrictive.” From APF |ssue Report
Business Mobility, “ Consistency between IAP and CAP. The correlations among these variables
isgenerally rather low (below 0.2) meaning that these original inputs are not measuring the same
thing.

Fiaure 6.3: Inputs to Business Mobility
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E-Businessis designed to measure whether an economy is using networked information to
improve efficiency and to transform activities to enhance economic activity. It isfrom WEF,
“Percentage of companies that use the Internet for e-commerce.”

Administrative Transparency and Professionalism (tc) is designed to measure just what it says,
and which isrelevent for all aspects of trade facilitation. It isthe average of 4 indexed original
inputs. From WEF, “Irregular, additional payments connected with import and export permits,
business licenses, exchange controls, tax assessments, police protection, or loan applications are
very rare;” From WCY, “Bribery and corruption exist in the economy” and “ Transparency of
government policiesispoor.” From Transparency International, The Corruption Perception
Index”. The correlations among these original inputsis above 0.9 except for the WCY
transparency measure.
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Ordered by GDP per capit

Figure 6.4: Inputs To Adm. Trans & Profess
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AA.3 Summary of VAP Reportsin 2002: Source Asia Pacific Economic Cooperation
*No national standard existsin these priority four areasin Brunei Darussalam
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A Review of "VAP for Alignment of Standards with International Standards’

1. Priority four areas (Updated in Aug 14, 2002.)

1 Australia
Number of [Number of| i i .
Product In\;grr;ir(;l ll‘E)TisetEr% Number and Rfstte/ci]far?%‘glenon as of| Number ar;i Eitfs‘zf/g‘g:/ggmple"o" Nunber and Rate of Not Applicable as of 1st /Jan/02
Reference | National
SCtOr | ancarde 1DT/M0D NEQ 1DT/M0D NEQ 1DT/M0D NEQ Yo infomation
Standards
o 20 16 7 |am | 3 Jawm | 5 [3 | o0 0% 2 Jam ] o 0% 0 0%
Food Labeling 4 4 0 0% (0] 0% 0 % 0 0% 0 0% (0] 0% 4 100%
Rubber Products 10 2 0 0% (0] 0% 0 % 0 0% 2 100% (0] 0% 0 0%
Machinery [} 3 Q Q% Q Q% Q Q% Q Q% 1 33% Q Q% 2 6%
Total 40 25 7 28% 3 12% 5 20% 0 0% 5 20% 0 0% 6 24%
2 Chile
Number of [ Number of| Nunber and Rate of Completion as of|] Number and Rate of Not Completion i
Product intematiel || Existing by /JAN/O% e oF 1ot /JA/02 P Number and Rate of Not Applicable as off . Numbe_r of No
Sector Reference | National 1st /Jan/02 mf_omanon of the
Standards | Standards|  1DT/MOD NEQ 1DT/MOD NEQ 1DT/MOD NEQ aligent degree
e o 20 4 4 | 2006 | o 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Food Labeling 4 3 3 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 Q%
Rubber Products 10 10 7 70% 0 0% 0 0% 3 30% 0 0% 0 0% 0 Q%
Machinery 6 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Total 40 17 14 82% 0 0% 0 0% 3 18% 0 0% 0 0% 0 0%
3 Hong Kong, China
Product INn\;:r?;i:;fl ng?:tzr%f Number and Rlastte/oJ;S%\gletion as of] Number ar;ds Eitlesgf/gg:/ggmpletion Nurber and Rate of ot Applicable as off Numbe_r of No
Sector Reference | National 1st /Jan/02 information of the
Standards | Standards IDT/MOD NEQ IDT/MOD NEQ IDT/MOD NEQ aligment degree
e 20 3 3 0] o 0% 0 0% 0 7 ) 0% 0 0% 0 0%
Food Labeling 4 1 0 0% (0] 0% 0 % 0 0% 1 100% (0] 0% 0 0%
Rubber Products, 10 0 0 0% (0] 0% 0 % 0 % 0 0% (0] Q% 0 0%
Machinery [} Q Q Q% Q Q% Q Q% Q Q% Q Q% Q Q% Q Q%
Total 40 4 3 5% 0 0% 0 0% 0 0% 1 25% 0 0% 0 0%
2 Indonesia
Number of | Number of : :
_ P Number and Rate of Completion as of] Number and Rate of Not Completion N Number of No
Pslfe()éjtlfjcf gy;ggr:g 5:&5;;:% 1st /Jan/02 as of 1st /Jan/02 Number and Raiztos N::/ggpl icable as off infpmition of the
Standards | Standards|  1D71/MOD NEQ TDT/MOD NEQ TDT/MOD NEQ alignment degree
Sectrical and 20 6 6 | 1000 | o0 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Food Labeling 4 4 4 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Rubber Products. 10 10 0 0% 0 0% 8 80% 2 20% 0 0% 0 0% 0 0%
Machinery 6 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Total 40 20 10 50% 0 0% 8 40% 2 10% 0 0% 0 0% 0 0%
5 Japan
Number of | Number of s 5
N e Number and Rate of Completion as of] Number and Rate of Not Completion R Number of No
Psreoéit%c: IRn;,-rerFetr:rci:I NE:;Isg:lr;gl st /Jan/02 as of 1st /Jan/02 Nunber and Ratz 0; N:://Sgpllcableas of ; nfornation of the
Standards | Standards 1DT/MOD NEQ 1DT/NMOD NEQ 1DT/NMOD NEQ aligmnent degree
- e“.mal.;. 7 20 16 15 94% 0 0% 0 0% 0 0% 1 6% 0 0% 0 0%
Food Labeling 4 6 4 67% 0 0% 0 0% 0 0% 2 33% 0 0% 0 0%
Rubber Products 10 10 10 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0
Machinery 6 6 5 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0!
Total 40 38 35 92% 0 0% 0 0% 0 0% 3 8% 0 0% 0 0
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Malaysia

6
Number of |Number of| Number and Rate of Completion as of] Number and Rate of Not Completion |Number and Rate of Not Applicable as of] Number of No
Product Internatinal | Existing st /Jan/02 as of 1st /Jan/02 1st /Jan/02 information of the
Sector Reference | National -
standards | Standards| 1DT/MOD NEQ 1DT/MOD NEQ 1DT/MOD NEQ alignment degree
Cirosaptiaee |20 10 10 | 100% | o 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Food Labeling 4 4 0 0% 0 0% 4 | 100%] 0 0% 0 0% 0 0% 0 Q%
Rubber Products| 10 10 0 0% 0 0% 1 10% 9 o 0 0% 0 0% 0 Qi
Vachinery 6 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Total 40 24 10 | 4% 0 0% 5 21% 9 38% o 0% 0 0% 0 0%
7 Mexico
Number of Numpel: of| Number and Rate of Completion as of] Number and Rate of Not Completion | Number and Rate of Not Applicable as off  Number of No
Product Irm;-matiml Existing 1st /Jan/02 as of 1st /Jan/02 1st /Jan/02 information of the
R i -
Sector | Sondards | stienal I I1pT/MoD NEQ 1DT/MOD NEQ 1DT/MOD NEQ alignnent degree
Hlectrical oo 20 8 0 0% 0 0% 3 |38 | 5 | e | o 0% 0 0% 0 0%
Food Labeling 4 1 0 0% 0 0% 1 1006 | © 0% 0 0% 0 0% 0 0%
Rubber Products| 10 2 0 0% 0 0% 0 0% 2 100% 0 0% 0 0% 0 0%
Vachinery 6 Q Q Q% 0 Q% Q Q% Q Q% 0 0% Q Q% Q Q%
Total 40 11 0 0% i 0% 4 366 7 64% 0 Q% 0 Ot 0 Q%
s Philippines
Number of |Number of : :
Product IRntirmtirEl Existing Nunber and Rlastte /0 32576”5 letion as of] Number anall %aftfsgf/glg;/gtz)mpletlon Number and Raie DEJNut//égpl icable as off in%;‘rgii';gfblﬁo\e
Sector eference | National st /Jan, =
Standards | standards [ 1DT/MOD NEQ 1DT/10D NEQ 1DT/N0D NEQ aligment degree
E,;m"*‘i;'“’" E 20 14 14 | 1000 | o 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Food Labeling 4 4 0 QY 0 Q% 0 0% 0 0% 0 Q% 0 0% 4 100%
Rubber Products| 10 10 10 | 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 Q%
Vachinery 6 0 0 0% 0 Q% Q0 Q% 0 0% 0 QY Q0 Q% 0 Q%
Total 40 28 24 86 0 0% 0 0% 0 0% 0 0% 0 0% 4 14%
9 Singapore
Number and Rate of Completion as of] Number and Rate of Not Completion | Number and Rate of Not Applicable as off
Nunber of |Number of 1St £3an/0; as Of 15t 21an/Q2 ist /Jan/02 Number of No
Product Intematinal | Existing information of the
Sector [ Reference canonal | 10T/M0D NEQ 1DT/MOD NEQ 1DT/MOD NEQ alignnent degree
, Clecarical ax 20 10 10 | 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0%
Food Labeling 4 3 3 100% 0 0% 0 0% 0 0% 0 Q% 0 0% 0 0%
Rubber Products]| 10 9 9 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 Q%
Vachinery 6 1 1 100% Q 0 Q Q% Q Q% Q0 Q% Q Qi Q Q%
Total 40 23 23 | 100% 0 0% 0 0% 0 0% 0 0% 0 0% 0 0%
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2. Additional priority areas (Updated in Aug 14, 2002.)

i Asstralia
Product Number off Number off Number and Rate of Number and Rate of Not [ Number and Rate of Not Applicable as of Ist | Number of No
Sro EC Internatina) Existing |Completion as of 1st /Jan/02 Completion as of 1st /Jan/02 information of the
€Ctor  peference | National [ 1DT/MOD NEQ TDT/MOD NEQ TDT/MOD NEQ No information | alignment degree
1EC 603355 74 49 0 o% | o O 0 0% ] o | ow ] 4 J1oo%] o ow]o O 0 0%
CISPRs 10 7 0 0% | 0 0 0 0% | 0 [ ow ] 7 [ioow] o[ ow]o O 0 0%
Aditioral Priority
hres for Stacaras 17 14 1 ™| o o 0 o% | o ow | 2w | ofow]o % 0 0%
Safety of Inforation ¢ 0 0 o | o [ 0 o [ o[ ow] o % o] ow]o % 0 0%
T I 70 T [0 [ 0 % | 0 [ o% S 1 0 [ O0n [0 % 0 o%
2 Chile
Number of | Number off Number and Rate of NL&“T: ir'm Katefml‘ !;I:ot Nurber and Rate of Not Applicable as of 1st Number of N
Product intermatinaf Existing |completion as of 1st /Jan/02 wletion as ot s /Jan/02 information of the
Sector Reference | National I
standards | standards| 1DT/MOD NEQ 1DT/MOD NEQ IDT/MOD | NEQ  |No information| alignment degree
1EC 60335s 74 17 17 1100%) O 0% 0 0% 0 0% 0 0% 0 0% 1 0 0% 0 0%
CISPRs 10 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% | 0 0% 0 0%
Additicral Prioril
"'93; 'd[’g ji‘:;:a’“ 17 14 13 | 93%)]| O 0% 0 0% 1 % 0 0% 0 0% | O 0% 0 0%
ety of Inforation 1 0 0 Jow] o] ow ] oJow]o]ow]ofow]|]oJow]o 0% 0 0%
Total 102 31 30 197%] O 0% 0 0% 1 3% 0 0% 0 0% ] 0 0% 0 0%
3 Hong Kong, China
Number and Rate of Not
Product :‘gmi‘g, ngibse[irrgf ComplNeutn;léenra:rgjfRlitte/g;nloo WP|E};OU as of 1st Number and Rate of Not Applicable as of 1st | Number of No
> lan/00 /Jan/02 information of the
Sector Reference | National - - alignnent degree
Standards | Standards| 1DT/MOD NEQ I1DT/MOD NEQ I1DT/MOD NEQ No information|
1EC 603355 74 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
CISPRs 10 3 2 67%] O 0% 0 0% 0 0% 1 | 33% 0 0% | 0 0% 0 0%
Additioral Priorit
HJ ?gm:a‘ins 17 4 o |ow| oo | ofow]o]ow]a|sm|o]low]o|] o 0 0%
Secwoooy anpent 1 1 o |ow] o ow]|] o]ow|]o|ow| 1 |[sm|o]low]o| ow 0 0%
Total 102 8 2 25%] O 0% 0 0% 0 0% 6 | 75% 0 0% ] 0 0% 0 0%
4 Indonesia
Number of] Number and Rate of Not
Product m.'i;i.ﬁ; ”Eﬂisii',{,’ con &T?ﬁra:rffﬁtte/gn 02| Completion as of 1st Nutber and Rate of Not Applicable as of ist | . ﬁgmbe_f UffN‘;J‘e
Sector  Reference | National P £lan/02 /Jan/02 "‘I i nratl:ndo
standards | standards| 1DT/MOD NEQ 1DT/MOD NEQ 1DT/MOD | NEQ  |No information| 219 cegree
1EC 60335 74 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
CISPRs 10 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% | 0 0% 0 0%
Afi';'s‘?}‘g’:sza'ﬁz‘a‘!us 17 0 o |ox| o) os| ofos|ofos]o]ow]|]o]ox|o]| ow 0 0%
[EE ot et ™7 0 0 [ox] oJow] ofJowjofon]ofow]ofow|]o] ow 0 0%
|_Total 102 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 % ] 0 0% 0 0%
5 Japan
Number of | Number of} Number and Rate of Not
Product  intematina FExisting CDmplNe”t'?E’f]raZ'I)dfﬁtte/ggn 02| Completion as of 1st Nunber and Rate of Not Applicable as of 1st inﬁ;‘,ﬂg&f}ﬂ“?ﬁe
Sector Reference | National /Jan/02 /Jan/02 1i 't
Standards | Standards| 1D1/MOD NEQ TDT/NOD NEQ TDT/MOD NEQ JNo information| &' 'nment degree
1EC 60335 74 62 62 [100%] O 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
CISPRs 10 1 1 1100%] O 0% 0 0% 0 0% 0 0% 0 0% ] 0 0% 0 0%
Additioral Priority
Afea:ﬂ;“gusit:;:ams 17 17 17 |100%) O 0% 0 0% 0 0% 0 0% 0 % | 0 0% 0 0%
Safety of Infomatin 1 1 1 J1o0%] o [ ow ] o Jow] o] ox|] ofow]of]ow]o 0% 0 0%
Total 102 81 81 |100%] O 0% 0 0% ] 0 0% 0 0% 0 0% ] 0 0% 0 0%
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6 Malaysia

Number and Rate of Not Number of Nc
Number of | Number of Number and Rate of = . j !
Product Interratira Existing |Conpletion as of 1st /Jan/02 Comp'e/t;g;‘ ?;“f 1st Hlurber and Rate of Nt Applicable as of Lst ;nlflr;rrv]r?;gndgg r?:
Sector Reference | National N - their Standard
Standards | Standards| 1DT/MOD NEQ 1DT/MOD NEQ IDT/MOD NEQ No information|°" EIr:’ame ards
1EC 603355 74 28 26 _193%]1 O 0% 0 0% 2 7% 0 0% 0 0% | O 0% 0] 0%
CISPRs 10 6 6 [100%] O 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
Additioral Priority
Areas for Standards 17 15 15 |100%) O 0% 0 0% 0 0% 0 0% 0 0% | 0 0% 0 0%
P 0 0 |ow] ofow] oJow]o]ox|]ofow]o]ow]o 0% 0 0%
Total 102 49 47 [96nw] O 0% 0 o] 2 | 4] 0] 0% oJow]o 0% 0 0%
7 Mexico
Nunber of | Number off Number and Rate of Nurber and Rate of Not - unber of
8 Existi ! Completion as of 1st Nuber and Rate of Not Applicable as of 1st | _ Number of No
Psré)cdtuocrt thfegzﬁlcr: r\?a(;sitolr:gl Completion as of 1st /Jan/00 1/ ot : . lr;f_onratlondofme
Standards | Standards| 1DT/MOD NEQ 1DT/MOD NEQ I1DT/MOD NEQ No information| alignment degree
1EC 60335s 74 15 0 0% 0 0% 5 33% | 10 [ 67%) O 0% 0 0% | O 0% 0 0%
CISPRs 10 0 0 0% 0 0% 0 0% 0 0% 0 0% 0 0% ] 0O 0% 0 0%
st o Saaes 17 17 | 16 [om]| o Jow| 2 |ew| o] ow|o|os]ofowm]|]o] ou 0o | o
e 1 1 o [ow] o] ox | 2 Jwoox] o | o) o] ox | ofow]o 0% 0 0%
Total 102 33 16 | 49%) O 0% 7 21% ) 10 [ 30%) O 0% 0 0% | O 0% 0 0%
8 Phillippires
Number of | Number off Number and Rate of Not
Product intermtinal EXISting | conn e o o e 0| Completion s of 1st Nurber and Rate of Not Applicable as of 1t [ ;humber ofNo
Sector Reference | National P /Jan/02 /Jan/02 alignent degree
Standards | standards[ 1DT/MOD NEQ 1DT/MOD NEQ 1DT/MOD | __NEQ _JNo informationf © ‘o™ 9
1EC 60335 74 23 23 _1100%) O 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
CISPRs 10 1 1 S50%) O 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
Additioral Priori
oo stariar 17 13 | 13 {10m) o | | o |os]o|ow|]o]|m]|o]owm|o] o o | o%
o, 1 0 o o] o |ok| o ow|o|ow]o|os|ofow|of| ox 0 | ow
Total 102 37 37 _1100%] O 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
9 S ingapore
Number of | NUmber of] NUMDET and Rate of NoT
Product Ir:trgn;;i‘r)la' Existing CompINeutn;gﬁragrgijlastte /ggn /02 Completion as of 1st Number and Rate of Not Applicable as of 1st in":‘(;JrTr:r:imngtcf)le
Refe National £1an/Q2 /Jan/02 A
Sector  Reerence | e FTDOT/WoD | NEO ToT/7WoD | NED TOT/MOD | NEO o information| aligment degree
1EC 603355 74 13 13 1100%) O 0% 0 0% 0 0% 0 0% 0 0% | 0 0% 0 0%
CISPRs 10 5 5 [100%] O 0% 1 20%] O 0% 0 0% 0 0% | O 0% 0 0%
Additioral Priority
"fea;f;g Usi‘:::ﬂms 17 5 5 |[100%] © 0% 0 0% 0 0% 0 0% 0 0% | O 0% 0 0%
ey of ot ] 1 1 f100%] o | ow] o Jow|] o ow]ofow]o]ow]o] o 0 0%
Total 102 24 24 |100%] O 0% 1 4% 0 0% 0 0% 0 0% ] O 0% 0 0%
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AA.4 Correlation Matrix

Log APEC Log Log APEC Log APEC Log GNP Log GNP

Log of Port Customs Regulatory Standards and Log Business Log E- Log E- Log GNP Log GNP per Capita per Capita Log
Logistics Procedures Environment Conformance Transparency mobility Business Government Importer Exporter Importer Exporter distance

Log of Port

Logistics 1

Log APEC

cUstoms

Procedures 0.46 1

Log Regulatory

Environment 0.87 0.49 1

Log APEC

Standards and

Conformance 0.36 0.63 0.44 1

Log

Transparency 0.81 0.70 0.78 0.44 1

Log APEC

Business

mobility 0.53 0.20 0.48 0.27 0.34 1

Log E-

Business 0.50 0.69 0.56 0.37 0.71 0.15 1

Log E-

Government 0.69 0.62 0.79 0.41 0.76 0.37 0.84 1

Log GNP

Importer 0.31 0.26 0.48 0.32 0.11 0.27 0.26 0.38 1

Log GNP

Exporter -0.01 -0.01 -0.02 -0.01 -0.01 -0.01 -0.01 -0.02 -0.04 1

Log GNP per

Capita

Importer 0.87 0.45 0.88 0.43 0.72 0.39 0.42 0.73 0.50 -0.02 1

Log GNP per

Capita

Exporter -0.05 -0.02 -0.05 -0.02 -0.04 -0.02 -0.02 -0.04 -0.02 0.55 -0.05 1

Log distance -0.01 0.04 0.04 -0.05 0.05 0.04 -0.01 0.11 0.06 0.00 0.07 0.058 1
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Appendix B: Detail Tablesfor Scenario “Halfway to APEC Average”

TablesB1 and B2: Port L ogistics--Experience of Exporters

Manufactured goods - port logistics scenario

Exports to APEC

exporter |est. coeff. |New initial change percent

PHL 5.22 14.71 14.27 0.44 3.1
PER 5.22 0.51 0.48 0.03 6.2
VNM 5.22 1.43 1.32 0.11 8.4
CHN 5.22 148.32] 145.27 3.05 2.1
RUS 5.22 11.09 7.73 3.36 43.5
IDN 5.22 15.15] 13.75 1.41 10.2
MEX 5.22 56.80 56.30 0.51 0.9
CHL 5.22 1.13 0.92 0.20 21.8
KOR 5.22 78.32 67.12 11.20 16.7
THA 5.22 25.28 23.77 1.51 6.4
MYS 5.22 43.61 41.29 2.32 5.6
TWN 5.22 93.92 79.87 14.05 17.6
JPN 5.22[ 318.09 280.06 38.02 13.6
AUS 5.22 11.58 10.19 1.39 13.6
NZL 5.22 2.89 2.76 0.13 4.7
CAN 5.22[ 105.97 103.88 2.09 2.0
USA 5.22 333.45 287.04] 4641 16.2
HKG 5.22 42.46 31.62 10.84 34.3
SGP 5.22 45.20) 41.00 4.20 10.3
Total 1349.91 1208.64| 141.27 11.69

Agr and Raw Matls--port logistics scenario

Exports to APEC

exporter |est. coeff. |new initial change percent

PHL 3.78 2.07 2.01 0.07 3.4
PER 3.78 1.10 0.87 0.24 27.6
VNM 3.78 1.73 1.51 0.22 14.3
CHN 3.78 12.40 11.77, 0.63 5.4
RUS 3.78 3.22 2.88 0.34 11.9
IDN 3.78 5.11 4.77 0.34 7.2
MEX 3.78 5.32 5.24 0.08 1.5
CHL 3.78 3.01 2.84 0.17 5.8
KOR 3.78 3.67 3.30] 0.38 11.5
THA 3.78 8.96 8.26 0.71 8.5
MYS 3.78 7.63 6.84 0.79 11.5
TWN 3.78 4.88 4.47 0.41 9.2
JPN 3.78 4.02 3.44] 0.58 16.9
AUS 3.78 12.00 10.55 1.45 13.7
NZL 3.78 5.39 4.86 0.53 10.9
CAN 3.78 21.08 20.17 0.91 4.5
USA 3.78 50.99 45.37 5.62 12.4
HKG 3.78 1.04 0.85] 0.19 22.9
SGP 3.78 1.49 1.31 0.18 13.3
Total 155.11 141.28 13.83 9.79
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TablesB3 and B4: Port L ogistics--Experience of Importers

Manufactured goods -- port logistics scenario
Imports to APEC

importer |est. coeff. [new initial change percent

SGP 5.22 63.65| 63.65 0.00 0
HKG 5.22[ 117.084 117.08 0.00 0.0
USA 5.22 421.95 421.95 0.00 0.0
CAN 5.22 116.39 116.39 0.00 0.0
NZL 5.22 6.96) 6.96 0.00 0.0
AUS 5.22 29.86 29.86 0.00 0.0
JPN 5.22[ 105.53 105.53 0.00 0.0
TWN 5.22 52.44 52.44 0.00 0.0
MYS 5.22 37.95 37.95 0.00 0.0
THA 5.22 35.08 29.58 5.49 18.6
KOR 5.22 62.34 52.44 9.90 18.9
CHL 5.22 6.60 5.22 1.38 26.4
MEX 5.22 88.63 61.00 27.64 45.3
IDN 5.22 24.64 15.14 9.50 62.7
RUS 5.22 8.51 4.46 4.06 90.9
CHN 5.22 138.94 72.31 66.62 92.1
VNM 5.22 0.00] 0.00 0.00 0.0
PER 5.22 4.69 2.35 2.35 100.0
PHL 5.22 28.68 14.34 14.34 100.0
Total 1349.91] 1208.64| 141.27 11.69

Agr and Raw Matls -- port logistics scenario
Imports to APEC

importer est. coeff. new initial change percent

SGP 3.78] 4.14 4.14 0.00 0.0
HKG 3.78] 8.60 8.60 0.00 0.0
USA 3.78 29.47 29.47 0.00 0.0
CAN 3.78] 8.65 8.65] 0.00 0.0
NZL 3.78] 0.75 0.75] 0.00 0.0
AUS 3.78] 2.13 2.13 0.00 0.0
JPN 3.78 46.20 46.20 0.00 0.0
TWN 3.78 5.87 5.87 0.00 0.0
MYS 3.78] 2.83 2.83 0.00 0.0
THA 3.78] 2.75 2.43 0.33 13.5
KOR 3.78] 9.68 8.51 1.17 13.7
CHL 3.78 0.36 0.30 0.06 19.1
MEX 3.78 8.19 6.17 2.03 32.8
IDN 3.78 4.13 2.84 1.29 45.5
RUS 3.78] 3.18 1.91 1.26 65.9
CHN 3.78 13.49 8.09 5.40 66.8
VNM 3.78 0.00 0.00 0.00 0.0
PER 3.78] 0.93 0.50] 0.44 88.6
PHL 3.78] 3.74 1.89 1.86 98.3
Total 155.11  141.29 13.82 9.78
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Tables B5 and B6: Standards and Confor mance--Experience of Exporters

Manufactured goods--standards and conformance scenario

Exports to APEC

exporter |est. coeff. |new initial change percent

VNM 0.77, 1.38] 1.32 0.06 4.6
RUS 0.77, 7.98] 7.73 0.25 3.2
PER 0.77, 0.50 0.48 0.02 3.2
HKG 0.77 32.08 31.62 0.46 1.4
THA 0.77, 24.76 23.77 0.99 4.1
IDN 0.77, 14.34 13.75 0.59 4.3
CHL 0.77, 1.01 0.92 0.09 9.7
NzL 0.77 2.83 2.76 0.07 2.5
SGP 0.77 44.29 41.00 3.29 8.0
USA 0.77] 296.00 287.04 8.96 3.1
CHN 0.77] 170.91) 145.27] 25.64 17.6
CAN 0.77] 106.08 103.88 2.20 2.1
JPN 0.77] 296.85 280.06 16.79 6.0
MEX 0.77, 57.41 56.30 1.11 2.0
PHL 0.77, 14.84 14.27 0.57 4.0
AUS 0.77, 10.81] 10.19 0.61 6.0
MYS 0.77, 43.33 41.29 2.03 4.9
TWN 0.77 86.39 79.87 6.53 8.2
KOR 0.77, 71.64 67.12 4.52 6.7
Total 1283.40( 1208.64 74.76 6.19

Agr and Raw Matls--standards and conformance scenario

Exports to APEC

exporter est. coeff. new initial change percent

VNM 0.48 1.60 1.51 0.08 5.6
RUS 0.48 2.90 2.88 0.02 0.7
PER 0.48 0.88 0.87 0.02 1.9
HKG 0.48 0.85 0.85] 0.01 0.7
THA 0.48 8.50 8.26 0.25 3.0
IDN 0.48 4.93 4.77 0.17 3.5
CHL 0.48 2.92 2.84 0.08 2.8
NZL 0.48 5.08 4.86 0.22 4.5
USA 0.48 47.20 45.37| 1.83 4.0
SGP 0.48 1.43 1.31 0.12 8.9
CHN 0.48 12.84 11.77, 1.07 9.1
CAN 0.48 20.51 20.17 0.33 1.7
JPN 0.48 3.66 3.44 0.23 6.6
MEX 0.48 5.33 5.24 0.08 1.6
PHL 0.48 2.05 2.01 0.05 2.3
AUS 0.48 10.85 10.55] 0.30 2.8
MYS 0.48 7.06 6.84] 0.21 3.1
TWN 0.48 4.61 4.47 0.14 3.2
KOR 0.48 3.45 3.30) 0.15 4.5
Total 146.63 141.28 5.34 3.78
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TablesB7 and B8: Standards and Conformance— Experience of Importers

Manufactured goods--standards and conformance scenario
Imports to APEC

importer |est. coeff. [new initial change percent

KOR 0.77 52.44 52.44 0.00 0.0
TWN 0.77] 52.44] 52.44 0.00 0.0
MYS 0.77 37.95] 37.95 0.00 0.0
AUS 0.77 29.86 29.86 0.00 0.0
PHL 0.77 14.34 14.34 0.00 0.0
MEX 0.77] 61.00] 61.00 0.00 0.0
JPN 0.77 105.53 105.53] 0.00 0.0
CAN 0.77 116.39 116.39 0.00 0.0
CHN 0.77] 72.32 72.31 0.01 0.0
USA 0.77 429.11 421.95 7.16 1.7
NZL 0.77] 7.08] 6.96 0.12 1.7
SGP 0.77] 64.73 63.65 1.08 1.7
CHL 0.77 5.86 5.22 0.64 122
IDN 0.77 17.24 15.14 2.10 13.8
THA 0.77] 38.13 29.58 8.55 28.9
HKG 0.77] 166.39 117.08| 49.31 42.1
PER 0.77 3.69 2.35 1.35 57.4
VNM 0.77] 0.00] 0.00 0.00 0.0
RUS 0.77] 8.92 4.46 4.46 100.0
Total 1283.40| 1208.64 74.76 6.19

Agr and Raw Matls--standards and conformance scenario
Imports to APEC

importer est. coeff. new initial change percent

KOR 0.48 8.51 8.51 0.00 0.0
TWN 0.48 5.87 5.87 0.00 0.0
MYS 0.48 2.83 2.83 0.00 0.0
AUS 0.48 2.13 2.13 0.00 0.0
PHL 0.48 1.89 1.89 0.00 0.0
MEX 0.48 6.17 6.17 0.00 0.0
JPN 0.48 46.20 46.20] 0.00 0.0
CAN 0.48 8.65 8.65| 0.00 0.0
CHN 0.48 8.09 8.09 0.00 0.0
USA 0.48 29.79 29.47 0.31 1.1
NZL 0.48 0.76 0.75] 0.01 1.1
SGP 0.48 4.19 4.14 0.04 1.1
CHL 0.48 0.33 0.30 0.02 7.6
IDN 0.48 3.08 2.84 0.25 8.6
THA 0.48 2.87 2.43 0.44 18.1
HKG 0.48 10.86 8.60 2.26 26.3
PER 0.48 0.67 0.50 0.18 35.9
VNM 0.48 0.00 0.00 0.00 0.0
RUS 0.48 3.74 1.91 1.83 95.6
Total 146.63 141.29 5.34 3.78
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TablesB9 and B10: E-business—Experience of Exporters

Manufactured goods - e-business scenario

Exports to APEC

exporter |est. coeff. |new initial change percent

RUS 0.28 7.81 7.73 0.08 1.1
THA 0.28 23.88 23.77 0.11 0.5
MEX 0.28 56.33 56.30 0.04 0.1
CHL 0.28 0.94] 0.92 0.01 1.3
MYS 0.28 41.55] 41.29 0.26 0.6
IDN 0.28 13.87] 13.75 0.12 0.9
PHL 0.28 14.37| 14.27 0.10 0.7
JPN 0.28( 282.74 280.06 2.68 1.0
NZL 0.28 2.78 2.76 0.01 0.5
PER 0.28 0.49 0.48 0.00 0.9
KOR 0.28 67.75 67.12 0.63 0.9
HKG 0.28 31.80 31.62 0.18 0.6
VNM 0.28 1.34 1.32 0.02 1.5
CHN 0.28| 145.92] 145.27 0.65 0.4
TWN 0.28 80.46 79.87 0.60 0.7
SGP 0.28 41.58 41.00 0.58 1.4
AUS 0.28 10.31] 10.19 0.11 1.1
CAN 0.28 104.06 103.88 0.18 0.2
USA 0.28] 292.98 287.04 5.94 2.1
Total 1220.95( 1208.64 12.30 1.02

Agr and Raw Matls -- e-business scenario
Exports to APEC

exporter est. coeff. new initial change percent

RUS 0.63 2.93 2.88 0.06 2.0
THA 0.63 8.41 8.26 0.15 1.8
MEX 0.63 5.26 5.24 0.02 0.4
CHL 0.63 2.90 2.84 0.06 1.9
MYS 0.63 7.02 6.84 0.17 2.5
IDN 0.63 4.89 4.77 0.12 2.6
PHL 0.63 2.03 2.01 0.03 1.4
JPN 0.63 3.52 3.44 0.09 2.5
NZL 0.63 5.00 4.86 0.14 3.0
PER 0.63 0.88 0.87] 0.02 2.0
KOR 0.63 3.39 3.30 0.09 2.8
HKG 0.63 0.86 0.85] 0.01 1.4
VNM 0.63 1.56 1.51 0.05 3.0
CHN 0.63 12.09 11.77] 0.32 2.7
TWN 0.63 4.59 4.47 0.12 2.8
SGP 0.63 1.35 1.31 0.04 2.7
AUS 0.63 10.83 10.55 0.28 2.7
CAN 0.63 20.40 20.17 0.22 1.1
USA 0.63 47.38 45.37 2.01 4.4
Total 145.28 141.28 4.00 2.83
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TablesB11 and B12: E-business—Experience of Importers

Manufactured goods - e-business scenario

Imports to APEC

importer |est. coeff. [new initial change percent

USA 0.28] 421.95 421.95 0.00 0.0
CAN 0.28] 116.39 116.39 0.00 0.0
AUS 0.28 29.86 29.86 0.00 0.0
SGP 0.28 63.65 63.65 0.00 0.0
TWN 0.28 52.44 52.44 0.00 0.0
CHN 0.28 72.31 72.31 0.00 0.0
HKG 0.28] 117.08 117.08 0.00 0.0
VNM 0.28 0.00 0.00 0.00 0.0
KOR 0.28 52.44 52.44 0.00 0.0
PER 0.28 2.35) 2.35 0.00 0.0
NZL 0.28 7.01 6.96 0.05 0.7
JPN 0.28 106.63 105.53 1.10 1.0
PHL 0.28 14.60] 14.34 0.26 1.8
IDN 0.28 15.51] 15.14 0.37 2.4
MYS 0.28 39.22 37.95 1.27 3.3
CHL 0.28 5.41 5.22 0.19 3.6
MEX 0.28 65.74 61.00 4.75 7.8
THA 0.28 33.17| 29.58 3.58 12.1
RUS 0.28 5.20 4.46 0.74 16.5
Total 1220.95( 1208.64 12.30 1.02

Adgr and Raw Matls -- e-business scenario

Imports to APEC

importer est. coeff. new initial change percent

USA 0.63 29.47 29.47 0.00 0.0
CAN 0.63 8.65 8.65) 0.00 0.0
AUS 0.63 2.13 2.13 0.00 0.0]
SGP 0.63 4.14 4.14 0.00 0.0
TWN 0.63 5.87 5.87 0.00 0.0
CHN 0.63 8.09 8.09 0.00 0.0
VNM 0.63 0.00 0.00 0.00 0.0
HKG 0.63 8.60 8.60 0.00 0.0
KOR 0.63 8.51 8.51 0.00 0.0
PER 0.63 0.50 0.50] 0.00 0.0
NZL 0.63 0.76 0.75] 0.01 1.6
JPN 0.63 47.28 46.20) 1.08 2.3
PHL 0.63 1.96 1.89 0.08 4.1
IDN 0.63 2.99 2.84 0.15 5.4
MYS 0.63 3.05 2.83 0.21 7.5
CHL 0.63 0.33 0.30] 0.03 8.1
MEX 0.63 7.24 6.17 1.08 17.4
THA 0.63 3.09 2.43 0.66 27.1
RUS 0.63 2.62 1.91 0.71 37.1
Total 145.29 141.29 4.00 2.83
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Table B13: Transparency and Professionalism-Experience of Exporters

Manufactured goods - transparency and professionalism
Exports to APEC

Exporter est. coeff. |new initial change percent

RUS 0.45 8.02 7.73 0.30 3.9
IDN 0.45 13.94 13.75 0.19 1.4
MEX 0.45 56.35 56.30) 0.06 0.1
VNM 0.45 1.35 1.32 0.03 2.3
PHL 0.45 14.38 14.27, 0.11 0.8
THA 0.45 23.97 23.77 0.20 0.8
KOR 0.45 68.64 67.12 1.52 2.3
PER 0.45 0.49 0.48 0.01 1.2
CHN 0.45 146.33  145.27 1.06 0.7
MYS 0.45 41.79 41.29 0.50 1.2
TWN 0.45 81.39 79.87 1.53 1.9
JPN 0.45 286.88 280.06) 6.81 2.4
USA 0.45 300.15 287.04 13.11 4.6
CHL 0.45 0.95 0.92 0.03 3.3
HKG 0.45 32.37 31.62 0.75 2.4
AUS 0.45 10.49 10.19 0.30 2.9
CAN 0.45 104.32 103.88 0.44 0.4
NZL 0.45 2.79 2.76) 0.02 0.9
SGP 0.45 41.95 41.00 0.96 2.3
Total 1236.56 1208.64] 27.92 2.31

Table B14: Transparency and Professionalism-Experience of Importers

Manufactured goods - transparency and professionalism

Imports to APEC

Importer |est. coeff. |new initial change percent
SGP 0.45 63.65 63.65 0.00 0.0
NZL 0.45 6.96 6.96 0.00 0.0
CAN 0.45( 116.39 116.39 0.00 0.0
AUS 0.45 29.86) 29.86 0.00 0.0
HKG 0.45 117.08 117.08 0.00 0.0
CHL 0.45 5.22 5.22 0.00 0.0
USA 0.45( 421.95 421.95 0.00 0.0
JPN 0.45 105.53 105.53 0.00 0.0
TWN 0.45 52.44 52.44 0.00 0.0
MYS 0.45 37.95 37.95 0.00 0.0
CHN 0.45 75.05 72.31 2.74 3.8
PER 0.45 2.46 2.35 0.11 4.8
KOR 0.45 55.11, 52.44 2.68 5.1
THA 0.45 33.85] 29.58 4.27 14.4
PHL 0.45 16.49 14.34 2.15 15.0
VNM 0.45 0.00] 0.00 0.00

MEX 0.45 71.62 61.00 10.63 17.4
IDN 0.45 18.60) 15.14 3.46 22.8
RUS 0.45) 6.35) 4.46 1.90 42.5
Total 1236.56| 1208.64 27.92 2.31
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Appendix C: Detail Tables Summary of Progressin APEC Trade Facilitation

Table C1: Summary of Progressin devel oping APEC Members on Standards, 1999

Table specifiesfor each CAP goal the number of developing APEC Members that have indicated
compliance, work in progress, supplied no information or for whom the particular goal is not
applicable (N/A) in their 1999 |APs. Parentheses have developed APEC Members' figures. Shaded
cellsreferred to in main body of this Chapter.

OAA Objective | CAP Goal Time Complied Work in No | N/A
Frame Progress Info
1. Alignment
APEC economies Member economies to align their standards with 1996 to 0 4 3 0
will align their international standards in the following priority 2000/
mandatory and areas: electrical and electronic appliances (air 2005
voluntary standards | conditioners, televisions, refrigerators, radios and
with international their parts and video apparatus); food labeling;
standards. rubber gloves and condoms; and machinery.
Member economies to align their standards wit h 1998 to 0 2 5 0
international standards in the additional priority 2004/
area of electrical and electronic equipment to 2008

include all electrical safety (IEC 60335) and
relevant EMC (CISPR) standards.

Member economies to continue identifying From 5 0 2 0
additional priority areasfor alignment with 1997

international standards.

Member economies to actively participate in the From 0 1 6 0
standardization activities of international 1996

standardization bodies (1ISO & IEC) in the
following priority sectors: building and
construction and hazardous area equipment.

Member economies to participate in ad-hoc From 0 0 7 0
technical groups, which work with PASC in 1997
developing coordinated regional input into the

development of international standards in selected

areas.
Member economies will continue to develop a From 0 1 6 0
Guide to Good Regulatory Practice. 1998
Member economies to convene an Ad Hoc Feb 0 0 0 7
Working Group meeting on the Guide to Good 2000
Regulatory Practice
APEC economies Member economies to conduct comprehensive 2000 0 0 0 7
will conduct a reviews of their alignment work. and
comprehensive 2005
review of progress
on alignment with Member economies to continue to report on the From 0 4 3 0
international progressin aligning their standards with 1998
standards. international standards
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OAA Objective CAP Goal F-I;Ierlnr:e Compli g\rlggr(elsns wa% N/A
ed
2. Recognition of Conformity Assessment
Achieve mutual Regulated Sector:
recognition among Member economies to develop bilateral, multi From 0 6 1 0
APEC economies of sectoral, and plurilateral mutual recognition 1997
conformity assessment | arrangements.
inregulated and
voluntary sectors. Member economies to consider participationinthe  From 2 0 5 0
Arrangement for the Exchange of Information on 1996
Toy Safety. (15
econ-
omies)
Member economies to improve the effectiveness From 0 0 7 0
of the Arrangement for the Exchange of 1999
Information on Toy Safety
Member economies to consider participationinthe  From 2 0 5 0
APEC Mutual Recognition Arrangement on 1997
Conformity Assessment of Foods and Food (6 econ
Products. omies)
Member economies to consider participationinthe ~ From 1 0 6 0
APEC Mutual Recognition Arrangement on 1999
Conformity Assessment of Elect rical and
Electronic Equipment .
Member economies to consider participationinthe ~ From 0 0 7 0
APEC Arrangement for the Exchange of 1999
Information on Food Recalls.
Member economies agreed to review the From 3 0 4 0
implementation and use of the mutual recognition 1998
arrangements.
Member economies to continue to further consider From 4 0 3 0
additional priority areas for MRA in the regulated 1997
sector.
Member economies to consider alternative From 0 0 7 0
mechanismsto facilitate the recognition of 1999
conformity assessment results
Voluntary Sector:
Member economies to enter into mutual 1996 to 0 4 3 0
recognition agreements (bilateral and 2000/
multilateral) in cooperation with 2005
Specidist Regiona Bodies, where
applicable.
Member economies to encourage From 4 0 3 0
1998

participation in APLAC-MRA and PAC
MRA.
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OAA Objective CAP Goal Time Compli Work in No N/A
Frame Progress Info
(=0
3. Technical Infrastructure Development
Promote cooperation Member economies to identify specific From 1 1 5 0
for technical infra requirements, assistance and/or activities for 1996
structure development technical infrastructure development.
to facilitate broad
participation in mutual | Member economies to consider the provision of From 0 1 5 1
recognition assistance for the improvement of other 1996 (6) 0) @ | (0
arrangements in both economies’ technical infrastructure.
regulated and voluntary
sectors. Member economies to undertake specific follow- From 0 0 7 0
on activities from among those recommended in 1998
the report of the survey.
Member economies to undertake the following From 0 0 7 0
technical infrastructure projects: 1999
-Training Seminar on 1SO/IEC Guides 65 & 62;
-Mutual Recognition Arrangement(MRA)
Readiness Project;
-Joint HRD WG/SCSC IQAS I project;
-Quality Systems for Calibration Services at
National Measurement Institutes.
Member economies to conduct reviews of the mid-  Medium 0 0 0 7
term Technical Infrastructure Devel opment to lona- (0) (0) ) | (13
Program implementation. term
Member economies to strengthen participation in From 0 3 4 0
Specialist Regional Bodies activities. 1996
Member economies to participate in Partners for 1997- 0 0 7 0
Progress (PFP) projects on standards and 2001
conformity assessment schemes.
OAA Objective CAP Goal Time Compli Work in No N/A
Frame Progress Info
[Ss]
4. Transparency
Ensure the Member economies to update the APEC Contact From 2 0 5 0
transparency of the Points for Standards and Conformance 1997
standards and Information, including member economies
conformity assessment | participantsin the Specialist Regional Bodies and
of APEC economies member economies SCSC Contact Points.
Member economies agreed that thisinformation
should be maintained on the APEC Secretariat’s
homepage.
Member economies to endeavor to establish From 4 0 3 0
Internet websites to disseminate standards and 1997
conformance information.
Member Economies to develop a database on From 0 1 6 0
conformity assessment operators and their 1999

activities/services offered and establish an APEC
Cooperation Centre for Conformity Assessment.
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Cross-Cutting Activities

5. Closer Linkswith the Business Sector

Member economies to develop awork program on From 0 0 7 0
trade facilitaion in information technology 1999
products in response to a proposal from the
Information Technology Industry Council .
6. Cooperation with Specialist Regional Bodies
Member economies to develop, with the Specialist 2000 0 0 0 7
Regional Bodies, a Satement of Commitment to
Mutually Agreed Objectives between the SCSC
and the Specialist Regional Bodies.
7. Cooperation with International Bodies
Member economiesto hold aforum in Feb 0 0 0 7
conjunction with I1EC. 2000
Aggregate Figures Compl e el TR
ied
Column Totals
7 Developing APEC Members 28 27 139 36
13 Developed APEC Members 77 83 207 63
Per centage:
7 Developing APEC Members (Column Total/33 CAP goals x 7 Members) 12% 12% 60% | 16%
13 Developed APEC Members (Column Total/33 CAP goals x 13 Members) 18% 19% 48% | 15%
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Appendix D: Summary of APEC’sProgressin Selected Areasof Trade Facilitation
TableD1: Summary of Progressin APEC on Customs Procedur es, 1999

Kyoto UN/ WTO TRIPS Clear Advance Temporary Common Risk Express
Convention EDIFACT Valuation Appeal Classification Importations Data Management [ Consignments
Agreement Provisions Ruling System Elements Clearance
Targets 1998 1999 2000 2000 2000 2000 2000 1999 2002 2000
Australia 1999 1999
Brunei 2000 2000 2000 2000 2000 2000 1999 2002 2002
Darussalam
Canada 1999
Chile (a) ** 2000 2000 2000 1999
Peopl€e sRepublic 1999 + 1999 1999 2002 2000
of China
Hong Kong, China (a) ** N/A N/A 1999 .
Indonesia ** 2000 1999 2002
Japan 1999 1999
Republic of Korea 1999 2002 2000
Malaysia > 2000 2000 1999 2002 2000
Mexico 1999 1999 2002 2000
New Zealand 1999 1999 2002 2000
Papua New Guinea > 2000 2000 2000 2000 1999 2002 2000
Peru 1999 2000 2000 2000 1999 2002 2000
Republic of i 1999 1999 2002 2000
Philippines
Singapore i 1999
Chinese Taipe * 2000 2000 1999 2002 2000
Thailand * 2000 1999 2002 2000
United States 1999 2002 2000

Table based on the 1999 Sub-Committee on Customs Procedures report Blueprint for APEC Customs Modernization. -

** jmplementation subject to progressin WCO

+ implementation subject to China' s accession to WTO
- Please note that all Members have implemented the two CAP goal's concerning the HS Convention (1996) and Public Availability of Information (1998).
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Table D2: Summary of Progressin developing APEC Memberson Business

Mobility, 1999

Table specifies for each CAP goal the number of developing APEC Members that have indicated compliance, work in
progress, supplied noinformation or for whom the particular god isnot applicable (N/A) in their 1999 | APs. Par entheses have

developed APEC Members figures. Shaded cellsreferred toin main body of this Chapter.

CAP Objectives jlianget Complied Worin e N/A
Date Progress Info
1. Information Exchange
Survey member’s regulations and 199899 3 1 3 0
reguirementsrelating to temporary
residency of business people
Regularly update APEC Handbook for 1999- 0 0 7 0
Business Travel on the Internet regarding ongoing
short-term travel requirements
Add information on member’s requirements 1999- 0 0 7 0
on temporary residency as survey is ongoing
completed
Facilitate policy dialogue between border 1999- 1 0 6 0
management and other relevant officials on ongoing
regulatory regimes regarding short-term
travel and temporary residency
2. Cooperation in Streamlining Business Travel
Provision of technical assistance on travel 1999-2000 0 0 7 0
document fraud © @) (12) (0)
Participant in APEC Business Travel Card established 1 2 0 4
permanent project 3/1999
3. Cooperation in Temporary Residency Arrangements
Develop mechanisms for cooperation in 1999-2000 0 0 7 0
implementation of plan to raise service
standards to commence pending final
agreement
4. Business Community Cooperation
Engage in dialogue with ABAC and ongoing 0 1 6 0
business representatives on impediments to
business mobility
Encourage feedback from the ongoing 0 0 7 0
representatives on utility of Handbook
A 7 Work in No Info N/A

Aggregate Figures Complied Progress
Column Totals

7 Developing APEC Members 5 4 50 4

13 Developed APEC Members 12 19 80 6
Per centage:

7 Developing APEC Members (Column Total/9 CAP 8% 6% 79% 6%

goals x 7 Members)
13 Developed APEC Members (Column Total/9 CAP 10% 16% 68% 5%

goals x 13 Members)

Source: Asia Pacific Foundation of Canada (2000).
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Table D3: Examples of CAP Implementation in Trade Facilitation—Standards & Conformance

Selected Collective Actions, 1996-2001 Selected Projects Total Funding Approach
Undertaken and Fora Levels”

Develop Guide on Alignment of Member CTI 01/1996: APEC

Economies’ Standards with International | Guide for Alignment of Guides/Best Practice

Standards Standards with $5K Manuals/Blueprints
International Standards
by CTI

Develop database by 2005 on: i) CTI 11/2000T, CTI

Standards and Conformance sy stems of 08/2001T: TIC-CAR

APEC economies; ii) accredited Database Project through

testing/calibration laboratories, quality the APEC Cooperation

systems certification, registration and Centre for Conformity $389K Database/Software

accreditation bodies; iii) the status of Assessment by CTI Development

mutual recognition arrangements; and iv)

the status of dignment of APEC

economies standardswith international

standards

Develop and implement elective model TEL 01/2000T: MRA-

MRA on conformity assessment for HRD Delivery Project:

Telecommunications Orienting and Training $293K Technical Assistance,
Regulatorsfor MRA Training, Study/Expert Visits
Implementation by
Telecom Working Group

Complete the Road Transportation TPT 01/1996, TPT

Harmonization Project (RTHP) and 02/1999, TPT 02/1998,

encourage the development of mutual TPT 01/2000: Various Technical Assistance,

recognition arrangements for road phases of Road $164K Training, Study/Expert

vehicles Transportation Visits; Seminars/Workshops
Harmonization Project by
Transportation WG

Active participation in internationa CTI 24/2001T:

standardization bodies such as 1SO and APEC/SCSC Training

IEC in variety of sectors such as: building | Programs on Standards .

construction, hazardous area equipment, and Conformance for L Sl S s gs

environmental management standards, 2001 and 2002 by CTI

bulk pharmaceuticas, etc

Source: APEC Project Database and Osaka Action Agenda. Shaded cellsreferred to in main body of this

Chapter.

" Total Fundi ng refers to funding from all sources including Self-Funding as reported in the APEC Project Database.
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Table D4: Examples of CAP Implementation in Trade Facilitation-- Customs

Selected Collective Actions, 1996-2001 Selected Projects Total Funding Approach
Undertaken and Fora Leveld®
APEC economies will smoothly CTI 14/2001, CTI
implement the 1996 version of HS and gg/’iggg? g:
prepare for adoption or abiding by the ) f ;
principles of the next version of 09/1998T: SCCP 296K Technical Assstance
Harmonized System to be put into EggéoarTvg)rtiIQ:1p| ]
force in 2002.
Harmonize Customs Vd uation System by [CTI 14/1999T, CTI
adopting or abiding by the principlesof ~ |02/1998T, CTI 01/1997T:
the Agreement on Implementation of SCCP Program to
Article VII of the GATT 1994 (Customs  [Implement WTO $976K Technical Assistance
Valuation Agreement) by 2000, while \Valuation Agreement
encouraging further acceleration, if
possible, through technical assistance.
To focus Customs enforcement effortson  |CTI 08/1999T, CTI
high-risk goods and travellers and 07/2000T, CTI 02/2001T:
facilitate the movement of low-risk SCCP Program to $565K Technical Assistance
shipments, through a flexible approach |mplement Risk
tailored to each APEC economy. M anagement
Adoption of and support for the UN CTI 02/1997T, CTI
Electronic Messaging Standard for 03/1998T, CTI 12/1999T:
automated systems (UN/EDIFACT), to SCCP Program to ; .
promote an%électrorgic highway for) implaﬂmothN/EDI FACT $653K Technical Assistance
business. Electronic Message
Standards
Port Experts Group crested at the TPT 01/1999: Port Data
Transport Ministerial Meeting in June Project by Transportation
1997 with the objective of improving port [Working Grou
efficiency througlh exchange(g‘ . ? P $18K Databases/Software
Development

information and expertise among port
experts and programs to improve port
capacities in the APEC region.

Source: APEC Project Database and Osaka Action Agenda. Shaded cells referred to in main body of this Chapter.

8 Total Fundi ng refers to funding from all sources including Self-Funding as reported in the APEC Project Database.
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Table D5: Examples of CAP Implementation in Trade Facilitation— M obility of Business People

Selected Collective Actions, 1996-

Selected Projects

Total Funding

Approach

2001 Undertaken and Fora Levels™
APEC Economies will examine the CTI 02/1999T: APEC
possibility of setting the scope for Immigration Training and
regiona cooperation aimed at Technical Assistance $102K
streamlining and accelerating: Project by CTI
- processing of visas for short-term Technical Assistance
business travel CTI1 18/2000T: APEC
Capacity Building in $126K
Immigration Facilitation
Techniques by CTI
APEC Economies will exchange CTI 08/1996: Publication
information on regulatory regimesin  |of Handbook on
regard to the mobility of business Members Short-Term 8K
peoplein the region Business Travel Guides, Best Practices Manuals,
Requirements by CTI Blueprints
[TPT 02/2000, TPT
01/2001: Towards Mutual
Recognition of Transport $68.1K
Professional : Surveys, Studies, Needs Analysis
Qudlifications by
Transportation Working
Group
7K Databases/Software
CTI 30/1999T: APEC
Directory on Professional
Services, Phase |
APEC Economies will facilitate policy [HRD 12/1999S:
dialogue between border management |Workshop on
and other relevant officialson International Migration & n/a Seminars/Conferences/Workshops
regulatory regimes relating to short-  |itspolicy in APEC
term travel and business residency Members

Source: APEC Project Database and Osaka Action Agenda. . Shaded cells referred to in main body of this

Chapter.

81 Total Fundi ng refers to funding from all sources including Self-Funding as reported in the APEC Project Database.
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Appendix E: The WTO and Trade | ssues Before Doha

AE.1 Postwar Trade Policy Reform And GATT

Under the auspices of the GATT, the foundation of the postwar international trade regime
was built to achieve freer trade, contributing to a tremendous expansion in international trade
volume and an era of unprecedented global economic growth. The original GATT negotiations
in the mid-1940s were conducted on a selected product-by-product basis with principles of most-
favored -nation, reciprocity and mutually advantage. Negotiations were multilateral and
conducted between principal suppliers and primarily dealt with reducing tariffs. Infact, the
binding of an already low tariff was regarded as equivalent to the substantial reduction of ahigh
tariff. The multilateral approach, as opposed to the bilateral approach of pre-war period, was
seen as beneficial to participants because they could reap the benefits of concessions granted by
other participants over and above direct concessions they may have granted.

In the beginning, the GATT was not effective in efforts to further promote more open
world trade. Theinstitution confronted problemsinitsinitial attempt to negotiate an expanded
multilateral trade agreement. For members of the GATT, it was still a new experience to
negotiate a trade agreement multilaterally although they went through the initial experience of
negotiating multilaterally in the process of negotiating the original GATT agreement after the
war. It was more complicated than bilateral negotiating experience they had previously. In
addition, the U.S. negotiators, who led the post-war multilateral trade negotiations, had
limitationsint heir negotiating authority because, in 1948, the U.S. Congress imposed peril
points for tariff rates of each industry®? The U.S. negotiators could not negotiate tariff-cuts
below the peril points. Thisrestricted U.S. negotiatirgg authority and was a significant negative
factor in negotiating further expansion of the GATT.

It was not until the 1962, when the peril points were removed in the process of enacting
the Trade Expansion Act, that the GATT made meaningful progress during the Kennedy Round.
As aresult, although there were afew attempts to further improve the GATT system, which were
known as the Anncey (1949), Torquay (1950-51), Geneva (1955-56), and Dillon (1960-61)
Rounds, negotiations failed to produce significant results. The early GATT rounds primarily
focused on further tariff reductions and the accession of economies to the GATT system.®*
During this period, many European economies stopped invoking the balance-of-payments
exceptions rule under the GATT and quantitative restrictions were lifted. The Dillon Round®®
followed the creation of the European Economic Community (EEC) and resulted in some tariff
concessions, but at the same time it was recognized during this Round that future negotiations

82 These peril points were removed temporarily in 1949 when the U.S. Congress faced a criticism that they were
limiting the administration’s negotiating capacity. But the peril points were revived in 1951when the Congress
renewed the administration’s trade negotiation authority.

53 Dohbson (1976).

84 Duri ng the Anncey negotiations, 11 more economies acceded to the GATT, and the West Germany joined the
GATT during the Torquay Round.

8 The Dillon Round was named after C. Douglas Dillon, who led the effort to come up with amultilateral trade
agreement as the U.S. Under Secretary of State at the time.
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would haveto deal with non-tariff barriers and the problems of trade barriersin agricultural
products.

AE.2 GATT Agreement- Kennedy Round, Tokyo Round And Uruguay Round

From 1964, the GATT began serious efforts to negotiate an expanded multilateral trade
agreement, which is known as the Kennedy Round. It was the Kennedy Round that provided a
strong support for the GATT system and its effort to achieve freer trade. The Kennedy Round
(1964-1967) covered almost 75% of world trade at the time. The most significant achievement
of the Round was thefact that, for the first time in the history of the multilateral trade
negotiations, the style of negotiations changed from a product -by-product approach to an across-
the-board linear method of cutting tariffs for industrial goods. The Kennedy Round achieved an
across-the-board 50% cut in tariffs on industrial goods. During this Round, separate agreements
were al so reached on grains and chemicals, and an anti-dumping code was adopted into the
GATT.

During the Kennedy Round, many devel oping economies acceded to the GATT. The
Kennedy Round was the first GATT negotiations in which a concerted effort was made to
include devel oping economies in the multilateral trading system. One of the fundamental
principles of the negotiations was broken to alow exceptions to the developing economies. It
was that full reciprocity for concessions made would not required for the devel oping economies.
The concept of full reciprocity in GATT negotiations was applied strictly until the Kennedy
Round. One example of special concessions offered was the decision to allow duty free access
for tropical productsin developed markets. Tropical products were defined as agricultural and
forestry products grown in the areas between 20 degree north latitude and 20 degree south
latitude -- where many devel oping economies are located.

Asthe 1960s ended, the U.S., the European Community, and Japan emerged as the major
economic powers in international trade. After the monetary devel opments and crises of the early
1970s, these three economies called for another round of trade negotiations under the auspices of
the GATT. Asaresult, the Tokyo Round commenced in 1973 and ended in 1979. The Tokyo
Round further reduced tariffs, on average, by approximately one-third. The Tokyo Round tariff
cuts used aformula different from that of the Kennedy Round. The so-called ‘ Swiss' formula
for the Tokyo Round generated greater reductionsin higher tariffs than lower ones. The most
significant achievement of the Tokyo Round was the fact that it addressed non-tariff barriers for
thefirst time in the history of multilateral trade negotiations. Asaresult, the Tokyo Round
resulted in various agreements (known as “ codes”): subsidies, technical barriersto trade
(standards), import licensing procedures, government procurement, customs valuation, tradein
bovine meat, international dairy arrangement, trade in civil aircraft, and a revised anti-dumping
code. However, not all the GATT contracting parties uniformly became signatories of these
agreements. Therefore, strictly speaking, these agreements should be considered “plurilateral”
agreements®®

In addition, the Tokyo Round adopted four important decisions regarding the
interpretation and practice of the GATT. These decisions, taking effect in 1979, included:
alowing preferential treatment to devel oping economies, allowing practices to safeguard

% For the legal uncertainty surrounding their implementation, see Jackson (1990).
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external financial and balance-of-payment positions, allowing devel oping economies greater
flexibility in using trade measures, and improving existing mechanismsin the GATT.®” For the
developing economies, the Tokyo Round produced the Enabling Clause, establishing the
principle of differential and more favorabletreatment, reciprocity and fuller participation of
developing economies. Special and differentia treatment for devel oping economies included
many preferential and favorable applications of the GATT rules for developing economies.
Although the Enabling Clause established a stronger legal basisfor the specia and differential
treatment of developing economies within the GATT system, it did not really introduce any
concrete new measures and was not donein legally binding terms.

The Uruguay Round of negotiations began in 1986 and were completed in 1993. The
Round was the most ambiti ous negotiations undertaken under the auspices of the GATT. It
resulted in the most significant changesto the world trading system since the establishment of
the GATT inthelate 1940s. The scope of the Uruguay Round was much larger than all earlier
GATT rounds of trade negotiations. The most significant achievement of the Uruguay Round
was the establishment of the World Trade Organization (WTO). After 45 years since thefailed
attempt to establish the ITO with the Havana Charter, members of the GATT succeeded in
creating aformal organization of rights and responsibilitiesin the world trading system.

The Uruguay Round strengthened the GATT agreement by:

Further reducing tariff and non-tariff barriers,
tightening subsidy code for agriculture,
bringing back textile and apparel trade into the multilateral trading system, and;

bringing new issues of services, intellectual property rights, standards, and investment
into the multilateral trading system.

One of the most significant achievements of the Uruguay Round isthe fact that member
economies must agree to abide by all stipulated codes of conduct in international trade, rather
than the ones they choose to observe, which was allowed in previous GATT rounds.®
Developing economies undertook commitmentsin the new areas of intellectua property and
standards related to goods and sanitary and phytosanitary standards related to food safety
animal, and plant health (SPS).# The critical problem for the developing economiesis
inadequate technical assistance promised to be provided by the devel oped economies.

Another outcome of the Uruguay Round was the fact that it expanded the scope of
multilateral trade rules by venturing into “new areas’ and thereby producing the Genera
Agreement on Trade in Services (GATS), the Agreement on Trade-Related Intellectual Property
Rights (TRIPs), and the Agreement on Trade-Related Investment Measures (TRIMs). Inthe area
of market access, much was achieved during the Uruguay Round. For thefirst time, agricultural

87 These four Understandings” had an even more controversy and more uncertain legal gatus than the nine codes.
See Jackson (1990).
% The plurilateral agreement in civil aircraft and government procurement are still optional. Those involving dairy
Egroducts and bovine meat were optional, but terminated on January 1, 1998.

The standard issues were included in the Tokyo Round agreement, but many developing economies opted not to
become signatories of that agreement. Thus, for developing economies, the standard issue is new.
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protection was dealt with substantively. Quantitative restrictions on imports of textiles and
clothing allowed under the Multi-Fiber Arrangement (MFA) was agreed to be eliminated by the
end of 2004. Interms of tariff cuts, the coverage and depth of cuts under the Uruguay Round are
compared well to the Tokyo and Kennedy Rounds. In particular, developing economies agreed
to tariff cuts even deeper than those agreed by devel oped economies, to bind nearly the same
percentage of their tariffs as devel oped economies have bound. Asaresult of these liberalization
measures under the Uruguay Round, the increase in the world economic output was estimated to
be about $75 trillion per year®°

In 1947, when the GATT wasfirst established, there were 23 original members (officially
called “contracting parties’). Out of these 23 members, 10 members were devel oped economies
(Australia, Belgium, Canada, France, Luxembourg, Netherlands, New Zealand, Norway, U.K.,
and the U.S.) and the other 13 members would have been considered as developing economies
(Brazil, Burma, Ceylon, Chile, China, Cuba, Czechoslovak Republic, India, Lebanon, Pakistan,
Rhodesia, Syria, and South Africa. At the end of the Tokyo Round in 1979, the number of
devel oping economies out of total number of 90 signatories of that agreement reached 69. Even
though more devel oping economies were joining the GATT system throughout the 1960s and
1970s, many devel oping economies looked upon the UNCTAD rather than the GATT asthe
primary international organization to promote their interests in international trade. In fact, many
devel oping economies regardless of GATT membership did not even maintain official
representatives resident in Geneva, where the GATT secretariat was |ocated®?

Although devel oping economies participated in GATT negotiations throughout the
Kennedy Round and the Tokyo Round, they were largely passive in negotiations and did not
engage significantly in the mutual exchange of concessions on areciprocal basis®® Since the
beginning of the Uruguay Round, however, developing economies’ attitudes towardsthe GATT
system changed. Many more devel oping economies joined the GATT system and participated
actively in the Uruguay Round negotiations. Asaresult, by the end of the Uruguay Round
negotiations, there were 107 devel oping economies out of the total of 128 signatories, which
became members of the WTO.

AE.3 From 1948 To Late 1960s: Talk and Not Much Action

Inthe original text of the GATT agreement in 1947, there was no official mention of
devel oping economies, nor were there any special provisions for them. The basic principle of
the original GATT agreement of 1947 was not to create specia arrangement for some of its
contracting parties, but to set uniformity of applying the agreement. To be sure, the preamble to
the agreement emphasi zed the importance of reducing discriminatory treatment and reciprocal
and mutually advantageous arrangement. A door was |eft open for special arrangement when an
amendment was introduced to the GATT in 1948 with a provison, under which contracting
parties could use protective measures for the establishment, development or reconstruction of
particular industries or branches of agriculture contrary to their obligations, provided they

% This figure represents the welfare gain and is based on the size and price level of the world economy in 1992. See
Finger (2002).

91 Michalopoulos (1998)

%2 Michalopoulos (1998)
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obtained the permission of the other contracting parties.® But, this provision was not necessarily
aimed at devel oping economies.

Thefirst significant development for treating devel oping economies differently camein
the GATT review session in 1954-55. In this session, three main amendments were adopted to
address the need of developing economies as a group withinthe GATT system. Two of these
provisions were related to the GATT Article XVIII. Article XVI11(B) was revised to include a
specific provision to allow economies at an early stageof their development to adopt quantitative
restrictions on imports whenever monetary reserves were deemed to be inadeguate in terms of
the economy’ s long term devel opment strategy * Thiswas in response to developing
economies’ argument that they would face balance-of-payments instability for an extended
period. Article XVI11(C) was aso revised to alow for the imposition of trade restrictions using
tariffs and quantitative restrictions to support infant industriesin order to raise living standards.
Thethird amendment was to del ete the provision granting the vetoing right to certain affected
contracting parties, thereby making theimposition of quantitative restrictions easier.®

In 1956, the GATT addressed the issue of commodity price stabilization by adopting a
joint resolution on Particular Difficulties Connected with Trade in Primary Commodities. This
resolution called for an annual review of trends and devel opments in commodity trade and the
convening of an intergovernmental meeting, if members felt that international joint action could
contribute to the solution of the commodity priceinstability.® In 1961, the GATT adopted a
declaration on the Promotion of Trade of Less Developed Countries, which later became the
basis for the Generalized System of Preferences (GSP). This declaration called for preferential
treatment in market access for devel oping economies, which were not already covered by the
preferential tariff systems such as customs unions or free trade areas.

In 1964, the GATT adopted alegal framework to specifically address the developing
economies’ concerns about trade and development. This, known asthe Part 1V of the GATT
agreement, contained three new GATT Articles, XXXV to XXXVIII, which mainly addressed
the issue of providingpreferential market access conditions for devel oping economies’ exports.
Subseguently, the Committee on Trade and Development was established to carry out and review
the application of Part IV provisions.

During these early years of the GATT, members beg an to address the concerns of
developing economies. The primary interest of developing economies focused on preferential
treatment in setting trade liberalization measures based on the bal ance-of-payments difficulties.
They were aso focused on infant industry protection and preferential access to devel oped
economies' market. The GATT, however, did not take action in these areas, although they began

9 The content of this provision was originally contained in the draft charter of the International Trade Organization
(ITO), which was never ratified.

% Although the GATT Article X11 already allowed the use of safeguard provisions, this was not regarded as
adequate provision for developing economies with insufficient reserves.

% GATT(1954) and Michal opoulos (2000).

% |n 1957, at the GATT Ministerial meeting, ministers agreed to appoint an expert panel to produce a report on this
issue. The result was the Haberler report, which concluded that primary good producing economies were not happy
with the existing trade rules and conventions at the time and recommended that the GATT come up with commaodity
price stabilization program.
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to discuss the issue of developing economies’ concern about trade and development. None of the
Part 1V provisions were legally binding commitments, however, for developed members.
Moreover, the Committee on Trade and Devel opment has always been aforum to discuss

devel oping economy issues but not to deliver any legal commitments for devel oping economies.
Part of the problem was that not only many devel oping economies were not members of the
GATT at that time, but also those devel oping members did not participate fully in deliberations
within the GATT.

AE.4 From Late 1960s To Early 1980s. Emergence Of GSP And The Enabling Clause

As developing economies felt that their concerns were not being addressed effectively in
the GATT, they focused on creating a separate international organization to specifically deal
with problems of trade and development. Asaresult, the United Nations Conference on Trade
and Development (UNCTAD) was established in 1964. The main agenda of the UNCTAD was
to establish a system of providing preferential market access for developing economies’ exports
to developed markets and stabilizing commodity price. In 1968, the Generalized System of
Preferences (GSP) was established under the auspices of the UNCTAD. However, the GSP was
on avoluntary basis, and the devel oped members of the GATT were still not legally bound by
the GSP. The GATT granted awaiver from MFN obligationsin 1971 for an initial period of ten
years and another waiver allowing devel oping membersto grant preferences amongst
themselves. What the devel oping economies were able to gain from these separate avenues of
pursuing preferential treatment was to gain double benefits from two tracks of tariff reductions:
one from the GSP and the other from implementations of tariff reduction on an MFN basisfor all
GATT members.

Asinthe case of the Kennedy Round, the outcome of the Tokyo Round also turned out to
berelatively disadvantageous to the devel oping economies than the devel oped economies.”” The
average tariff reduction made by the Tokyo Round was estimated to be 33% on goods of export
interest to developed economies, compared to 26% on goods of export interest to devel oping
economies®® The reason for this outcome was that many products of export interest to
developing economies were either exempted from formula tariff cuts or subject to lower rate cuts
than formulatariff cuts®® The relatively less favorable tariff-cut formula outcome of the two
Rounds forced the devel oping and developed economies to arrange exceptions. Although
developed economies did in fact meet some of the devel oping economies’ demands, these
arrangements were made almost unilaterally without substantial further negotiations.

One development of the Tokyo Round of concern to devel oping economies was the
enactment of the Enabling Clausein 1979. This clause established the principle of differential
and more favorable treatment, reciprocity and fuller participation of developing economies. The
Enabling Clause contained provisions on specia and differential treatment for devel oping
economies:. the preferential market access to devel oped markets on a non-reciprocal and non-
discriminatory basis; more favorable treatment for devel oping economiesin other GATT rules

%7 Some argue that this disadvantageous outcome for the devel oping economies could be attributed to the limited
active participation by the developing economies in the GATT negotiating process. See Kemper (1980).

% GATT (1979). Respective figures for the Kennedy Round were 36% and 26% (UNCTAD, 1968).

9 Michalopoulos (2000). Many developed economies extended non-reciprocal tariff reduction on tropical products
to developing economies.
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dealing with non+ariff barriers; the introduction of preferential trade regime between developing
economies; and the special treatment for least developed economies in the context of specific
measures for devel oping economies.

The Enabling Clause established a stronger legal basisfor the special and differential
treatment of devel oping economies withinthe GATT system. It did not, however, introduce
concrete new measures:®® Moreover, it was not donein legally binding terms, but in
discretionary and permissive terms. The special and differential treatment was simply a
privilege extended to the devel oping economies by the devel oped members of the GATT. In
addition, the Tokyo Round agreement added the principle of graduation, thereby providing the
formal basisfor developed economies to phase out preferential market access program extended
to developing members, which make enough progressto reach the level of graduation from the
program. Since the specia and differential treatment was merely privilege, when the privilege
was taken away, devel oping economies could have no legal recourse within the GATT against
such action.

AE.5 From Early 1980s To Mid 1990s. Trade And Development | ssue Revisited

By the early 1980s, it appeared that developing economies had achieved some of their
goalsin establishing international trading rules suited to perceptions of development priorities.
Developing economies had advanced preferential arrangements in the following areas: flexibility
under the GATT rulesin protecting domestic industry based on infant industry or balanceof-
payments arguments; non-reciprocal liberalization in multilateral trade negotiations; preferable
market access to devel oped markets under the GSP; new fund to support commodity price
stabilization; and even export subsidies although subject to the risk of countervailing duties.

While the Kennedy Round and the Tokyo Round produced considerable tariff cuts on
manufactured products, many non-tariff barriers continued to exist in developed markets. The
most significant barriers were in textiles and clothing industry under the Multi-fiber
Arrangement (MFA) and in shoes, iron and steel, and non-ferrous metals industries under the
Voluntary Export Restraints (VER) arrangements. Developed economies were still able to
restrict imports and subsidize export of agricultural products since the agricultural sector was not
in the domain of the GATT agreement.

In addition, the benefits of the GSP were more limited than originally expected, in part
due to the fact that a number of products such astextiles, of great interest to many developing
economies, were either excluded completely or severely limited in the preferential treatments. In
addition, the preferential margins were becoming smaller as tariff rates were lowered after the
Tokyo Round negotiations. Asaresult, not many devel oping economies were particularly happy
with the benefitsthey were getting from the GSP, and thus the GSP was not performing asa
main driving force to further integrate developing economies into the internationa trading
wstem.ml

100 For example, the Enabling Clause merely changed the ten-year waiver for the GSP and other trade preferences

among developing economies into permanent waivers.
101 According to astudy of Karsteny and Laird (1987), the benefits of preferences created by the GSP turned out to
be concentrated on more advanced and higher-income developing economies. The study showed that four
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Policy makersin both developed and devel oping economies began in the 1980s to
reassess the linkages between trade and devel opment. They began to question the intellectual
underpinnings for trade protection and value and effectiveness of infant industry protection. The
justification for the use of trade restrictionsin addressing balance-of-payments difficulties was
also reevaluated. In fact, studies already completed in the late 1970s outlined the ineffectiveness
of trade restricting policies based on infant industry and balance-of-payments arguments*®? In
addition, there was empirica evidence from the 1960s and 1970s, that export-led growth policy
was working better for devel oping economies than the import-substitution policy. Asaresult,
by late 1980s, many developing economy policy makersincreasingly questioned trade policy
objectives of the past.’®® Subsequently, many developing economies undertook aLtonomous
trade liberalization outside the GATT system (and thus creating no changesin the formal
commitments of developing economiesin the GATT context) by introducing stabilization and
adjustment programs, which often supported by the World Bank and/or the IMF %4

Devel oping economies al so recognized the value of participating in multilateral trade
negotiations with a view to securing market access through reciprocal concessions. At the same
time, developing economies also began to feel the importance of the GATT asamain
international institution in order to pursue their trade policy goals. Asaresult, many developing
economies, especially many Latin American economies like M exico, decided to jointhe GATT
and began to participate actively in the Uruguay Round, which in 1986 incidentally launched in a
developing economy. By the time the Uruguay Round was concluded eight years |ater in 1994,
the GATT was transformed into atru e international organization dealing with trade i ssues, the
World Trade Organization (WTO), and the role of developing economies within the international
trading system changed significantly.

To many devel oping economies, the Uruguay Round (UR) meant more than any previous
GATT Rounds because more devel oping economies participated actively in the negotiations.
Among others, there are four aspects of the UR agreementsimportant to devel oping economies.
First isthe strengthening of the dispute settlement mechanism, which provides better protection
for devel oping economies against trade disputes brought by strong and large developed
economies. Second, devel oping economies gained better market access to devel oped economy
market in agriculture, textiles and clothing, footwear and leather products as the UR agreements
included progress on agricultural market access, phaseout of the MFA, and the elimination of
VERSs. Third, devel oping economies were able to maintain most of special and differential
treatment provisions. Fourth, devel oping economies committed to abide with multilateral rules
in new UR agreements that most of them committed for the first time: Services, Trade Related
Intellectual Property Rights (TRIPS), Trade Related Investment Measures (TRIMS), Subsidies,
TBT, Customs Valuation, and Sanitary and Phyto -sanitary Measures (SPS). Previously, they
were enjoying complete |atitude in Services, TRIPS and TRIMS while only afew developing

developing economies, Brazil, Hong Kong, Korea, and Taiwan, were receiving more than 50% of all GSP derived
benefits.

192 There were several intensive studies of developing economies’ trade regimes in late 1970s. The most significant
example was a twelve-volume study sponsored by the National Bureau of Economic Research (NBER). Its
findings are summarized in Bhagwati (1978) and Krueger (1978).

198 Rodrik (1992).

104 Michal opoul os (2000).
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economies were committed to the other agreements. In order tomake devel oping economies
transition and implementation easier, the UR agreement provided transitional time frame and
technical assistance support.

AE.6 Efforts To Integrate Developing Economiesinto the WTO

Developing economies participated actively inthe UR negotiations and committed to the
final agreement in 1994. Since then, many developing economies have expressed concern about
the costs of implementation of commitments undertaken. This perception of imbalance,
contributed to the failure of the Seattle Ministerial to launch anew round of WTO
negotiations'® At the Doha Ministerial meeting at the end of 2001, many issues related to
development were discussed and were reflected in the Doha Ministerial Declaration. The main
i ssuecentered onimplementation of the Uruguay Round commitments by the developing
economies. In the Doha Declaration, it was expressed that implementation issues should be
given significant prominence and be an integral part of the work program. Regarding the
agricultural market access, the main issue was the phase-out of export subsidies and other
support measures, which devel oping economies also demanded commitment in advance of any
negotiation.

With the EU’ s reluctance to make this commitment, members reached a compromise.
Thus, the ministers agreed to commit to “comprehensive negotiations aimed at: substantial
improvements in market access; reduction of, with aview to phasing out, all forms of export
subsidies; and substantial reduction in trade distorting domestic support...modalities for further
commitments including provisions for special and differential treatment, shall be established no
later than 31 March 2003.”® For non-agricultural product market access, the ministers agreed
to negotiations “to reduce or as appropriate, eliminate tariffs, including the reduction or
elimination of tariff peaks, high tariffs, and tariff escalations, as well as non-tariff barriers, in
particular on products of export interest to developing economies.” X’ Thisis an important issue
because tariff peaks are often concentrated in products of interest to developing economies%®

Regarding textiles and apparels, products of great export interest to many developing
economies, there was no explicit mention of it in the Declaration although many developing
economies called for an accel eration of the pace of phaseout of MFA quotas. The Uruguay
Round agreement included the Agreement on Textiles and Clothing, which promised the phase
out of bilateral import quotas of the MFA in three stages and over a 10-year period ending at the
end of 2004. Many devel oping economies have complained that the phase-out is heavily back-
loaded, meaning the most of the liberalization would come in the later years of the period.1*®

The Doha Declaration also refers to the need for technical and other assistance to the
least developed economies and the special and differentia treatment for developing economies.

105 grinjvasan (2002).

196 \WT0 (20014).

107 WTO (20014)

198 Hoekman (2002) sites the US Department of Commerce statistics in showing that in 1999, in the US alone,
imports originating in least developed economies generated tariff revenues of $487 million, equal to 11.6% of the
value of their exports to the US, and 15.7% of dutiable imports.

109 According to Srinivasan (2002), textiles and apparel products accounting for as much as 49% of the value of
1990 imports could still be under quota restrictions as of December 31, 2004, the last day of the phase-out period.
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To deepen the integration of the least developed economies into the multilateral trading system,
Ministers committed the WTO to the objective of duty-free, quotafree market access for
products originating from the least developed economies. At the same time, recognizing the
importance of technical assistance and capacity building in order for the developing economies
to implement trade policy reform, the Ministers endorsed the New Strategy of WTO Technical
Cooperation for Capacity Building, Growth and Integration, and instructed the WTO's
Committee on Budget Finance and Administration to develop a plan for long-term funding for
development assistance. The Ministers also recognized the case for a multilateral framework in
competition policy, transparency in government procurement and trade facilitation to enhance
the contribution of these areas to trade and development. They agreed to have negotiations

taking place at the same time and on the same terms as set for negotiations on trade and
investment 1

10WT0 (20014).
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Appendix F: Trade Facilitation Initiatives of Other Institutions:
Selected Examples

Many inter-governimental organizations are engaged in trade facilitation issues.
As shown below, some of these organizations are multilateral ones with large members,
while some of them are regional or bilateral ones with fewer members:

Multilateral Organizations Working on Trade Facilitation

United Nations Conference on Trade and Development (UNCTAD)
United Nations Economic Commission for Europe (UNECE)
World Customs Organization (WCO)

World Trade Organization (WTO)

World Bank (WB)

Organization for Economic Cooperation and Development (OECD)
International Monetary Fund (IMF)

International Trade Centre UNCTAD/WTO (ITC)

International Maritime Organization (IMO)

International Civil Aviation Organization (ICAO)

United Nations Commission on International Trade Law (UNCITRAL)

Regional Organizations Working on Trade Facilitation

AsiaPacific Economic Cooperation (APEC)
Association of Southeast Asian Nations (ASEAN)
Asian Development Bank (ADB)

Asia Europe Meeting (ASEM)

Inter-American Development Bank (IDB)

Free Trade Area of Anmericas(FTAA)

Common Market of the South (MERCOSUR)
G-7

Depending on their organizational characteristics, some of these organizations
have done a substantial amount of work on wide range of issues in trade facilitation,
while othershave only dealt with p articular aspect of trade facilitation. A brief summary
of their work on trade facilitation is provided in the following sections.***

AF.1 United Nations Conference on Trade and Development (UNCTAD)

UNCTAD becameinvolved in trade facilitation work in 1970 when it was agreed,
within the ECE context, on the need for facilitation work to be coordinated on a global
basis and for the existing technical functions of the United Nationsto be strengthened in

11 This section is a brief summary of various organizations' activities in trade facilitation, mainly taken
from those organizations websites and previous summary by the WTO (WTO document
G/C/WI/80/Rev.1), where more detailed information can be found.
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thisarea. Asthework expanded, it became necessary to separate the UNDP-financed
technical assistance activities and the substantive UNCTAD secretariat work. 1n 1973,
UNCTAD and the ECE agreed that UNCTAD would provide secretariat technical
expertise on aglobal basis. In 1975, a separate unit in the secretariat was established
called the Special Programme on Trade Facilitation (FALPRO), which was subsequently
absorbed by the Special Programme on Trade Efficiency (SPTE) in 1992. Inthe 1996 re-
organization of UNCTAD, SPTE was transformed into the Division of Services
Infrastructure for Development and Trade Efficiency (SITE) and trade facilitation
activities fall under its Trade Facilitation Section. The objective of SITE isto simplify
and harmonize trade procedures world -wide and give governments and traders access to
advanced technologies and information networks. Adopted at the conclusion of
UNCTAD X in Bangkok in February 2000, the Plan of Action™*? of the Bangkok
Declaration'® provides a new mandate for the UNCTAD secretariat, in particular
regarding transport, trade facilitation and e-commerce.

Technical Assistance Activities

SITE carries out awide variety of activitiesin trade facilitation, which are
described below**, through technical assistance programs of UNCTAD. UNCTAD is
currently implementing about 300 technical assistance projects for an annual delivery of
$20 million or so, with particular attention to the needs of Africaand of least devel oped,
land-locked and island economies. Itstechnical assistance activities are grouped under
five aeas: international trade; sustainable development; financial resources; investment,
technology and enterprise development; and transport. Naturally, trade facilitation
related technical assistance programs are mainly included in the areas of international
trade and transport and carried out under the SITE programs. 1n 2001, UNCTAD’stotal
technical assistance expenditure was $23.2 million, an increase of 3.7% from the
previousyear. Out of thisamount, $8.6 million or 37.2% of the total was spent on SITE
programs related to trade facilitation. The ASY CUDA related technical assistance
programs received the largest amount of $5.4 million. LDCs continued to be the major
beneficiaries of UNCTAD technical cooperation expenditures, amounting to $10 million
or 43% of the total. The Africaregion benefited the most in the amount of $4.2 million
or 18.3% of the total.1%®

Columbus Ministerial Declaration on Trade Efficiency

The United Nations International Symposium on Trade Efficiency was held, at
Ministerial level, in Columbus, Ohio, in October 1994. The Symposium concluded that
"adoption of trade efficiency measures can significantly lower the costs of trade
transactions. Estimates place the costs of trade transactions at 7 to 10 per cent of the total

112 pyan of Action (TD/386), Bangkok, February 2000.

113 Bangkok Declaration: Global Dialogue & Dynamic Engagement (TD/387), Bangkok, February 2000.
14 For more information, visit the UNCTAD web site: www.unctad.org

115 For details, see Review of Technical Cooperation Activities of UNCTAD (TD/B/49/4), June 2002.
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valueof world trade". The Columbus Ministerial Declaration®*® put forth a set of
practical actions, recommendations and guidelines for governments, international and
national organizations and enterprises. They addressed six areas which were considered
ripe for tangible results for international trade: customs, transport, banking and
insurance, information for trade, business practices, and telecommunications.
UNCTAD'srole, as agreed at the symposium, wasto act asthe focal point inthe
implementation of the Declaration, which would require coordinated efforts by many
national and international bodies, particularly the United Nations. In particular, the
symposium called for "coordination with the GATT/WTO and al United Nations
regiona economic commissions'. The Declaration called for governments to simplify
procedures for determining customs value and to avoid as far as possible the use of pre-
shipment inspection agenciesto carry out customs-related activities.

Trade Point Programme

UNCTAD's Trade Poin t Programme was launched in 1992 as part of alarger
campaign towards improving trade efficiency. Its main objective isto facilitate the access
for small and mediumsized enterprises (SMES) to international markets, in particular
using newly emerging electronic commerce technologies. Through the electronically
interconnected network of Trade Points, known as Global Trade Point Network
(GTPNEet), in many economies of the world, SMEs gain access to the latest information
and tel ecommuni cation technol ogies and services, and this enables them to get their
products known to potential customers and find business partnersin other economies.
These services are provided at areasonable cost to increase the participation of SMEs,
particularly from devel oping economi es and economies in transition, in international
trade. Trade points may be government-subsidized; entirely private-sector operations; or
mixed public-private ventures. They may be based in such institutions as ministries,
tradepromotion organizationsor universities.

The GTPNet, launched at the Columbus Symposium in 1994, is an electronic
network inter-linking the central web site of the Trade Point Programme and web sites of
individual Trade Points. It has recently undergone a substantial renovation in order to
keep pace with the most recent market and technological trends. The redesigned GTPNet
is adatabasedriven Internet (with password {protected areas) for providing international
traderswith up-to-the-minutelistings of potential buyersand sellers of products and
services and other trade-related information not usually available online*” There are
currently more than 131 trade points in 83 economies, of which 63 are operational .8
During the VI World Wide Trade Point Meeting in November 2000 in Geneva, the
growing community of Trade Points was further strengthened and institutionalized.
Currently, UNCTAD isin the process of externalizing the Trade Point Programme,
including GTPNet, which islikely to be transferred to the World Trade Point Federation

116 » columbus Ministerial Declaration on Trade Efficiency”, Report of the United Nations | nternational
%/mposi um on Trade Efficiency, TD/SYMP.TE/6, November 1994.

17 For more information, visit the GTPNet web site: www.gtpnet - e.com

118 |nformation as of 15 September 2001.
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(WTPF) 1 A very limited amount of technical assistance for capacity building program
isavailableto train developing economy Trade Point directors.

ASYCUDA 120

The ASY CUDA customs software program is the largest technical assistance
project under the SITE. The core of the program is a computer software program which,
since 1985, has been installed in over 80 developing and transition economies throughout
theworld. Itisdesigned to streamline and reduce customs forms and procedures and is
based on and incorporates UN/ECE and WCO Recommendations and Standards, codes
and other standards. The basic ideaisto rid the customs system of outdated procedures,
practices and incorporate international practices and standards in order to increase the
econo my's customs revenue through reduced costs and faster clearance.

A new improved version of ASY CUDA (ASY CUDA ++) offersthe traditional
core features, i.e. system administration, national configuration, tariff and master file
maintenance, cargo manifest handling, declaration processing and accounting. The
software can be adjusted to each economy's customs val uation methodology and
translated into its official language. It isusablefor all the types of transit as defined in
the Kyoto Convention covering the movements from the import transit, through transit,
export and internal transit. Thisyear, UNCTAD islaunching a new web-based version of
ASY CUDA (dubbed AsycudawWorld), which will allow customs administrators and
tradersto handle most of their transactions viathe Internet. Asycuda represents an
opportunity to use theinternet to make international trade simpler and cheaper for
customs administration and their clients, thus facilitating trade.

Bilateral and regional transit agreements

Since the mid-1970s UNCTAD has offered technical assistance to help land-
locked devel oping economies and their transit neighborsto intensify their co-operative
arrangements for the development of transit infrastructure, institutions and servicesin
order to facilitate faster movement of goodsin transit. This assistance is based on the
recognition that high transit transport costs are a major disadvantage to landlocked
developing economies and economies in transition; moreover, long, unpredictable transit
times undermine the competitiveness of many developing economies. Priority aress of
work where achievements have been made include: assistance in negotiating and/or
implementing bilateral and regional transit agreements and arrangements; streamlining
and harmonizing administrative and customs procedures and documentation; assistance
in implementing policies and procedures to reduce transit costs; and assistancein
institution building and human resource development in the transit sector.*?*

19 WTPF was established in May 2001 as an international nor-governmental organization, which has all
the Trade Points in the world as its members. For details, refer to its website: www.wtpfed.org.

120 For more information on ASY CUDA, visit the web-site: www.asycuda.org

121 The Meeting of Governmental Experts from Land-locked and Transit Devel oping Economies and
Representatives of Donor Economies and Financial and Development Institutions, which meets once every
two years, has provided recommendations for action at the national, regional and international levels have
been transmitted for review and endorsement by the General Assembly of the United Nations
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Much of UNCTAD’ s earlier technical assistance support work was concentrated
in Africa, but more recently, assistance has been extended to other economies and
regions, notably, the newly independent and developing statesin Central Asiawhere, in
co-operation with the Economic Co-operation Organization (ECO) a Transit Transport
Framework Agreement was adopted (1998). A similar agreement between the People's
Republic of China, Mongoliaand Russiais currently being negotiated with assistance
from UNCTAD. UNCTAD continues to work closely with regional integration groupings
(ECOWAS, COMESA, SADC, ECO etc.), which play amajor role in promoting regional
standards, procedures, documentation and practices designed to facilitate faster
movementsof goodsin transit.*?2

Transport

The transpo rt sector has received the most attention of all sectors of economic
activity in UNCTAD'strade facilitation work. In particular, UNCTAD promotesthe
implementation, through advisory services as well as technical assistance and training
activities, of the concept of National Trade and Transport Facilitation Committees
(NTTFC)*? along the lines suggested in the UN-ECE/CEFACT Recommendation
No.4.*?* These committees bring together representatives of public and private parties
concerned with international trade and transport facilitation in an economy, i.e.
governmental entities, services providers, and transport users. UNCTAD and the Latin
American Association for Integration (ALADI) have signed a Memorandum of
Understanding to promote jointly the creation of NTTFCsin Latin America. Ina
particular sub-region, these committees can serve asfocal pointsto monitor and co-
ordinate regional activities on trade facilitation.

Other activitiesin the transport area have concentrated on the increasingly multi-
modal transport operations of transport services, on the use of different terms of shipment
(e.g. cif, fob) with special emphasis on shipping and ports. The latter work is often
coordinated with the International Maritime Organization (IMO), which concentrates on
technical and safety problemsin shipping and ports. The technical assistance focuses on
advice, management assistance and training with regard to economics and management
of shipping, and shipping companies, including corporate planning and fleet operation. It
provides advice on the implementation of conventions negotiated under UNCTAD and

122 Eor more information, see the recent UNCTAD studies on transit transport issues in Africa: “ Review of
progress in the development of transit transport systemsin West and Central Africa’ (UNCTAD/LDC/102)
of 15 June 1999 and “Review of progress in the development of transit transport systemsin Eastern Africa’
SUNCTA D/LDC/103) of 15 June 1999.

23 Established as a consultative body, an NTTFC serves as a national forum to establish formalities,
procedures and documentation used in international transport and trade. Its mandate is to prepare
recommendations and advise on domestic and foreign policy matters related to the development of trade
and transport through proposals to the institutions concerned and to the executive branch of the

(Igzavernment. _ _ o _

U N-ECE/CEFACT Recommendation No. 4 “National Trade Facilitation Bodies”
(TRADE/CEFACT/1999/11), March 1999, and its supporting document: “ Creating an efficient
environment for Trade and Transport” (TRADE/CEFACT/2000/8), March 2000.

127



on maritime administration and maritime law. With regard to ports, UNCTAD's
assistance has concentrated on both the economic and commercia aspects. Thisincludes
port operations, administration and organi zation (including legislation and regul ations),
financial management, cost control and information systems.

One of the major recent initiativesin the area of Transport has been the Global
Facilitation Partnership for Transportation and Trade (GFP) launched in 1999 with the
support of the World Bank. As of mid-2001, the partnership comprised 75 partners
including private companies, chambers of commerce, international professional
organizations, and United Nations agencies. The partnership recently developed a Trade
and Transport Facilitation Toolkit designed to assist developing economiesin
streamlining their transportation systems to facilitate their access to international trade.
Current efforts of the GFP focus on expanding knowledge sharing in the area of
transportation facilitation. The International Association of Ports and Harbours has
provided resources for the GFP distance learning initiative, while the International Air
Cargo Association has established alearning facility for transport studies. Furthermore,
UNCTAD/Trainmar center in Trinidad & Tobago has volunteered to disseminate course
information over its network, and Ports World of Malaysia, atransport data management
company, has also committed its research resources.

Over the past two years, several international organizations substantially
increased their assistance in transport facilitation, concentrating their efforts on
developing economies. Over 2001-2002, the World Bank launched its two largest
projects ever inthisarea. In June 2001 the Bank started a $589 million Grand Trunk
Road Improvement Project in India to support the efforts of Indian government in
eliminating infrastructure inefficiencies as a major barrier to India' s international trade.
In June 2002 the World Bank approved a $542 million Mumbai Urban Transport Project
meant to raise transport efficiency in India’ s metropolitan areas and improve their access
to global trade markets. In February 2002, the Asian Devdopment Bank started a $25
million project in Cambodia and in April of this year the Bank launched a $50 million
initiativein Sri Lanka. Future effortsin the area of transport facilitation will concentrate
on improving port logistics and increasing the efficiency of cargo clearance.

ACIS

UNCTAD has developed and isinstalling a transport management tool called the
Advance Cargo Information System (ACIS). The objectiveisto counter the high cost of
transportation resulting from extended door-to-door transit times. ACISisaset of
computer applications designed to produce management information to address
multimodal cargo transit and transport problems. ACIS has four main modules, each
tracking cargo on amode or interface: rail (Rail Tracker), port (PortTracker), lake/rivers
(Lake/RiverTracker) and road (RoadTracker). These modules are linked together
through the Backbone Information System, which can interface with ASY CUDA. These,
in turn, have sub-modul es performing different, but inter-related functions, especially
with regard to statistics and performance indicators. ACIS providesimproved
information to help control the operations of individual transport operators and facilitate
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rational corporate planning. It isalso adatabase facility availableto partiesregistered as
having an interest in a consignment and its transportation, providing them with the latest
reported location and status of goods and transport equipment. ACIS PortTracker and
Rail Tracker modules have beeninstalled in 15 economies and the system is currently
being implemented in another five economies.

TRAINFORTRADE'?®

The TRAINFORTRADE program aims at strengthening training capacitiesin
developing economies, particularly in the least developed economies (LDCs), in the
fields of international trade and traderelated services. Recently, for example, to intensify
thetraining activitiesin thefield of legal aspects of electronic commerce, especially for
devel oping economies and their SMEs, anew TRAINFORTRADE courseon “Legal and
regulatory aspects of electronic commerce” was prepared. This capacity building
program a so offers distance learning courses.

AF.2 UN Economic Commission for Europe (UNECE)

Work on trade facilitation activities began in the ECE in 1960, following a 1959
initiative from the Nordic economies, when it was decided to set up a Group of Expertsto
explore ways in which export documents could be simplified and standardized. 1n 1971,
the trade facilitation work was reorganized into the newly established Working Party on
the Facilitation of International Trade Procedures, also referred to as Working Party 4 or
WP.4. Its activities were concentrated in two areas, each carried out in a group of experts
(GE.1 and GE.2):

the analysis of trade 'formalitiesand procedures as embodied in information

requirements (whether legal, administrative, commercial or operational) of
participantsin international trade; and

the development of improved transmission methods (computerized processing and
tele-transmission) for trade information which could replace traditional paper
documents.

Thework of the two expert groups has been oriented towards the following trade
facilitation objectives:

seeking improvementsin trade procedures in order to assist governments and
trade participants to be more efficient and effective while also minimizing delays
and costs...thus reducing '"artificial' barriers to increased participation in world
trade;

reducing the cost of the paperwork used in trade by seeking, in cooperation with
the interests and authorities involved, the reduction, simplification and
international harmonization of the information and documents required for
foreign trade;

125 For more information on TRAINFORTRADE, visit the web site: www.unctad.org/trainfortrade
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standardizing the formats (whether electronic or paper) used in transaction
information flows for administration, commerce and transport at an international
level;

ensuring that the information flows related to the distribution of goods and
services facilitate and do not impede national industrial development or growth in
external trade.

In February 1997, WP.4 was reorganized into the Centre for Facilitation of
Procedures and Practices for Administration, Commerce and Transport (CEFACT) by
decision of the Committee on the Development of Trade. In March 2000 considering that
trade facilitation and electronic business were central to the work of the UN/ECE and to
achieve improved world -wide coordination of trade facilitation, UN/ECE modified the
Centre’ s name into the Centre for Trade Facilitation and Electronic Business
(UN/CEFACT) which reflected its new focus.'®

UN/CEFACT has produced 28 UN/ECE Trade Facilitation Recommendations*’
developed over the past 37 years. Severa of these recommendations have been adopted
by the International Standards Organization (1SO) as SO international standards. The
first Recommendation was the United Nations Layout Key which essentially establishesa
set of rules on how national trade documents should be formulated. UN/CEFACT has
also devel oped a Compendium of Trade Facilitation Recommendations which is currently
under revision and isintended to be used as a reference by those engaged in the process
of simplifying, harmonizing and rationalizing trade procedures and practices.

As aresult of the work onthe UN Layout Key, the importance of structured trade
and business datawas recognized. Thisresulted in the development of standardized
codes and data elements for use in both paper and el ectronic based information exchange.
These standards are compiled in a publication called the UN Trade Data Element
Directory (UNTDED), as well asin some Recommendations. Volume | contains
definitions of data elementsincluding UN/EDIFACT and is an 1SO standard (SO 7372),
which isjointly maintained by the ECE and the | SO central Secretariat. Volumelll
contains the ECE Recommendations'?8,

Electronic Data |nterchange (EDI)

The use of computersto carry out buying and selling between individuals,
individuals and companies, and companies and companies, known as el ectronic
commerce (e-commerce for short), has contributed sig nificantly to facilitating
international commerce because it is reducing the amount of paperwork that isrelated to
doing business. This can be done through the Internet, the World Wide Web, E-mail and
Electronic Data Interchange (EDI). EDI can be definal as the "structured exchange of
data between applicationsin different companies.” A structured message is formatted

126 Seewebsite: hitp: //vwwv.mcém.org

127 A complete list of these Recommendations is contained in Annex | to this document. The full texts of
the Recommendations can be accessed through the www at http://www.uncefact.org/
128 volume |1 contains a User Code List

130



according to a predefined arrangement of putting the information into afile. On paper,
thiswould bea"form."” In EDI, the format used in general is called UN/EDIFACT or the
United Nations Electronic Data Interchange for Administration, Commerce and
Transport.

UN/EDIFACT isan international standard for the formatting and sequencing of
datafor EDI. It was developed through the work of WP.4 to develop an international
standard to replace the two regional standards, which had emerged in the United States
and in Europe and whose incompatibility with each other was creating difficulties for
international trade. The UN/EDIFACT is"aset of standards, directories and guidelines
for the electronic interchange of structured data, in particular related to trade in goods or
services, between independent computerized systemsin different organizations,
irrespective of the type of computer orsoftware used". In sum, EDI is used for the
automation of data exchange.

Within the work program of UN/CEFACT there are activities for the review,
monitoring and evaluation of on-going developmentsin the information technology area
in order to incorporate appropriate new technol ogies, such asthose related to e
Commerce, into itswork. Recently, in order to take advantage of information
technology, UN/CEFACT decided to asses the use of internet technology and new
techni qzua and methodologies to transfer datain line with the work done over the
years,'?®

Other work of UN/ECE

Another arearelates to legal issues arising from trade facilitation initiatives and is
based on the recognition that the removal of legal impedimentsis akey requirement to
enable global trade to develop and befacilitated. In carrying out itslegal work program,
UN/CEFACT liaises with other organizations, particularly the UN Commission on
International Trade Law (UNCITRAL) and the International Chamber of Commerce
(ICC). In Mach 2000 the UN/CEFACT Plenary approved arecommendation on the
Electronic Commerce Agreement that proposes a model for a contractual approach of
€l ectronic commerce operations. This approach takesinto consideration the need for a
framework of basic provisionsto be agreed by business entities combined with the
flexibility required to conduct day to-day commercial transactions.

The UN/CEFACT International Trade Procedures Working Group (ITPWG) is
dedicated to identify, simplify, harmonize and align public and private sector practices,
procedures and information flows relating to international trade transactions both in
goods and related services. Itskey deliverables are:

development of relevant instruments and recommendations for trade facilitation,

and proposals for revision, amendment or abolition of these recommendations, in
co-operation with the other working groups;

129 UN/CEFACT's Strategy for Electronic Business, document TRADE/CEFACT/2000/21, February
2000).
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evaluation of the state and progress in the implementation of trade facilitation

measures; systematic review and monitoring of the implementation of trade
facilitation Recommendations; notification to other working groups of constraints
identified in the field of international trade procedures;

contributions in support of and to influence related work in other relevant
intergovernmental and non-governmental organizations; and

provision of relevant know-how, educational and promotional material.

The UN/CEFACT Business Process Analysis Working Group (BPAWG) is
dedicated to the analysis of current business processes, identification of constraints and
the development of proposals for appropriate changes to business processes. Its key
deliverables are:

analyses of business processes relevant to the mission and objectives of
UN/CEFACT using the common descriptive techniques and methodology agreed
within the Centre;

identification of constraintsto more effective business processes,

proposals, including draft Recommendations, for more effective business
processes,

assistance to other working groupsin understanding approved propo salsin order
to enable them to devel op solutions, based on these proposals, for the migration
from existing to new business processes.

Technical Assistance

The UNECE provides various technical assistance programs with very limited
annual budget. For example, in 2000/2001 fiscal year, itstotal amount budget
expenditure on technical assistance programs was only $2.8 million. Morethan half of
this amount was spent on the implementation of its “ Subprogramme 6” (“Trade, Industry
and Enterprise Development™), which includes the following five areas: trade facilitation;
investment promotion; gender and economy; enterprise development and SMEs; and
development issues and policies. It is estimated that about 10% (less than $300,000) of
the total technical assistance expenditure is spent annually on trade facilitation™® Most
of UNECE technical assistance programs are aimed at supporting transition economiesin
Eastern Europe. 13!

130 5ee Review of Operational Activities Undertaken in 2001, a note by the Executive Secretary presented
during the Fifty-seventh session of the UNECE in May 2002.
131 See website: http://www.unece.org.
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AF.3World Customs Organization (WCO)

The World Customs Organization was founded in 1953 as the Customs Co-
operation Council (CCC). Established originally by 13 European countries, its
membership has expanded to 151 members. All aspects of the WCO’ swork relate
closely to questions of trade facilitation. The WCO's mission is to enhance the efficiency
of customs administrations in the areas of compliance with trade regulations, protection
of society and revenue collection. The WCO's main work program has been the
establishment and maintenance of various customs-related legal instruments. Its key
accomplishments are the Kyoto Convention, as the key convention covering customs
procedures and the I stanbul Convention on temporary admission.

International Convention on the Simplification and Harmonization of Customs
Procedures (Kyoto Convention)

The Kyoto Convention, agreed in May 1973, consists of two parts. Thefirstis
comprised of 19 Articles setting out the general provisions essentia for the
implementation of the instrument. The second consists of 31 Annexes (26 of which have
entered into force), each devoted to a specific customs procedure®? An Annex enters
into force when five Contracting Parties have accepted it. Each Annex consists of a set
of definitions clarifying the main customs terms used and the rules governing the
implementation of the procedure concerned. The Kyoto Convention is open for
accession by any State, and by Customs or Economic Unions. Presently, the Kyoto
Convention has 59 Contracting Parties. The 31 Annexes are the real instruments of
harmonization of customs procedures, since they contain the principlesintended to be
incorporated in national legislation. At the time of accession to the Convention, a State
has to accept at least one Annex.

In 1999, the WCO completed a full revision of the 1973 Convention. The goal of
the revision work was to provide customs administrations with a modern set of uniform
principles for simple, effective and predictable customs procedures that also achieve
effective customs control. Thisrevision was necessary as aresult of the radical changes
in trade, transport and admini strative techniques since the Convention had originally been
adopted. An additional reason was that the Convention had not significantly resulted in
the harmonization and simplification of customs procedures world-wide. Furthermore,
theoriginal version of the Convention had only asmall number of Contracting Parties to
the individual annexes, and additionally, many Contracting Parties had entered
reservations to the legal provisionsin the annexes that they had accepted.

The key feature of the revised Convention is a new structure consisting of a
General Annex and ten Specific Annexes. The General Annex contains the core
procedures and practices for clearance of goods that are common to all customs
procedures. The General Annex is obligatory for accession and implementation by
Contracting Parties. This key Annex contains 10 Chapters and covers areas relating to
the clearance of goods, payment of duties and taxes, customs trade co-operation,

132 The term "customs procedure” in the context of the Kyoto Convention is not used in the narrow sense of
the treatment assigned to imported goods; it covers all provisions relating to customs activity.
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information to be supplied by customs, and appealsin all customs matters — areasthat are
of concern both to customs administrations and to the trading community. It also covers
customs control including risk management, audit-based controls and mutual
administrative assistance between customs administrations and with external
organizations, aswell as the use of information technology which provides the key to
simple procedures while ensuring adequate customs Control.

No reservations can be entered against the Standards and Transitional Standards
of the General Annex. However, in recognizing that many economies may not be able to
commit to a number of Standardsimmediately, the revised Convention provides a
transition period for the present and new Contracting Parties to make any necessary
changes in their national legislation in order to apply the provisions. Contracting Parties
will have aperiod of up to three years to implement Standards and five yearsto
implement Transitional Standards.

The revised Convention has 10 Specific Annexes containing atotal of 25
Chapters, each dealing with a different customs procedure.*** Contracting Parties are
required to accede to only those Specific Annexes and/or Chapters applied by their
administration. Asinthe General Annex, the Standards are obligatory and binding on
Contracting Parties accepting an Annex(es) and/or Chapters, and there isthe same
transitional period for the application of the Standards. Reservations, however, can be
entered against the Recommended Practices in the Specific Annexes.

The revised Convention will be brought into force by a Protocol of Amendment.
Forty of the current Contracting Parties will have to accede to the Protocol for it to come
into force. Asof 30 June 2002, eleven Contracting Parties have acceded to the Protocol
and six have signed the Protocol subject to ratification. The WCO Secretariat is
conducting anumber of technical assistance missions and regional seminarsto promote
the revised Convention and to assist Contracting Partiesin their accession.

Customs Convention on Temporary Admission (Istanbul Convention)

The Istanbul Convention, which entered into force on 27 November 1993,
combinesin one legal instrument all existing agreements covering temporary admission
of goodsinto one state or customs union from another, and creates a framework for
accommodating future requirements. The Convention also provides for the continuing
use of the ATA carnet (carnet de passage en douanepour |I'admission temporaire) for
temporary admission and broadens its application. It currently has 35 Contracting
Parties, and another 8 signatories subject to ratification. It isopen for accession by any
state and customs or economic unions. Since it is expected that for some time not a |
those implementing the ATA and CPD (car net de passage en douane) carnet scheme will
be a Contracting Party to the Istanbul Convention, the WCO Council adopted a

133 The Annexes to the revised Kyoto Convention, A through K, are: (A) Arrival of goods in a Customs
territory; (B) Importation; (C) Exportation; (D) Customs warehouses and free zones; (E) Transit; (F)
Processing; (G) Temporary Admission; (H) Offences; (J) Special Procedures; (K)Origin.
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Recommendation inviting Contracting Parties to accept ATA and CPD carnet regardless
of whether they are issued under the Istanbul Convention or other legal instruments.

The body of the Convention consists of 34 Articles representing the main
principles and provisions essential for the uniform implementation of the instrument,
such as scope, admi nistration, accession and amendment procedures. The main
provisions foresee that each Contracting Party may require presentation of a document
and security for temporary admission; security shall not exceed the amount of import
duties and taxes from which the goods are conditionally relieved. General minimum
periods for re-exportation of six or twelve months were agreed in specific annexes. The
Convention has 13 Annexes, of which Annex A (concerning temporary admission papers,
ATA and CPD carnets) aswell as at least one other Annex have to be accepted by each
Contracting Party. To date, only afew Annexes have entered into force.*** The other
Annexes have not yet reached the minimum number of five signatories.

International Convention on the Harmonized Commodity Description and Coding System

The Harmonized Commaodity Description and Coding System (Harmonized
System) is an international product nomenclature in force since 1 January 1988. Itsmain
application isfor customs purposes such as classification and valuation, but also for the
collection of trade statistics, rules of origin and for all kinds of transactionsin
international trade (transport, insurance etc.) In order to keep the Harmonized System up
to date and to take into account changes in t echnology and the devel opment of new
products, revisions have taken placein 1992 and 1996 and a third set of amendments was
introduced in January 2002.

The Harmonized System (HS) contributes to the facilitation of international trade
by providing acommon basisfor classification of goods. The HS Convention has 102
Contracting Parties to date, and about 180 economies apply HS-based customs tariffs and
trade stati stical nomenclatures (as of May 2002). In order to secure uniform
interpretation and application of the legal texts of the HS, the WCO has put in place a
number of programmes. These includes settling of classification questions and disputes,
publishing of classification related information on the internet (www.wcoomd.org),
development of a classification infrastructure and best practicesin commodity database
(CD-ROM) giving HS classification of more than 200,000 commodities in trade.

International Convention on Mutual Administrative Assistance for the Prevention,
Investigation and Repression of Customs Offences (Nairobi Convention)

In the face of increasingly widespread customs offences concerning al
economies, the WCO Council in 1974 felt the necessity to go beyond the devel opment
and promotion of bilateral and multilateral agreements, which were until then the
standard instruments for customs co-operation. The Nairobi Convention was drawn up
between 1074 and 1977 to combat customs fraud. It consists of abody and 11 Annexes,
one of which has to be accepted at minimum by each Contracting Party. Asabasic

134 These are Annexes A, B.1., B.2, B.5 and B.6.
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principle, “customs administrations shall afford such other mutual assistance with aview
to preventing, investigating , and repressing customs offence.” The Convention is based
on the concept of reciprocity: a Contracting Party has an obligation to render assistance to
another Contracting Party only in so far as both have accepted the same Annex. The
Nairobi Convention currently has 51 Contracting Parties. In 2002, the WCO updated its
1966 “Model Bilateral Agreement and adopted Model Bilateral Agreement on Mutual
Administrative Assistance in Customs Matters’. The model agreement sets out and
explains anumber of provisionsthat should be considered when drawing up abilateral
agreement.

Other Customs Conventions administered by the WCO

The WCO also administers the following Customs Conventions to solve certain
specific customs problems:;

on the temporary importation of packing;

on the temporary importation of professional equipment;

concerning customs facilities for the importation of goods for display or use at
exhibitions, fairs, meetings or similar events;

concerning welfare material for seafarers;

on the temporary importation of scientific equipment;

on temporary importation of pedagogic material;

onthe ATA carnet or the temporary admission of goods (ATA Convention);
on theinternational transit of goods (1Tl Convention);

on Containers, 1972.2%°

Other instruments and programs

The WCO has also developed other instruments and programs to further facilitate
trade:

WCO Recommendations: These do not have abinding character but are
intended as tools for improvement of customs techniques by national customs
administrations.**®

I nter national Customs Norms: These norms deal with a specific point of
customs technique and set out the fundamental principlesto be incorporated in
customs | egislation or regulation.

Immediate Release Guidelines: These are developed to provide atool for
customs administrations to grant fast clearance while maintaining customs control
with regard to consignmentsthat require immediate release.**’

135 The Customs Convention on Containers, 1972 is a UN/ECE Convention administered with technical
input from the WCO.

136 Recommendations have been issued in five areas: cooperation between administrations; duty relief,
re;)ayments and remission; transport, travel and tourism; information technology; and other s.

137 The principlesin the new General Annex of the revised Kyoto Convention reflect the same principles
contained in these Guidelines.
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WCO Resolutions: These concern the abolition of the passenger manifest in
respect of passengers arriving or departing by air; customs facilities for tourists;
and abolition of control of motor vehicle insurance at frontiers.

Integrity of Customs administrations

The WCO adopted the Arusha Declaration in 1993. The WCO Secretariat hosted
an open discussion on thisissuein Brusselsin April 1998. The recommendations from
the Forum were discussed at the annual meeting of the Council of WCO in Morocco in
June 1998 and it was decided to establish an Integrity Working Group to develop an
Integrity Action Plan to assist Members' to implement the provisions of the Arusha
Declaration and improve the level of integrity within their administrations. The Working
Group has since met three times and has devel oped a comprehensive Action Plan which
was approved by the Council in June 1999.

Asapart of the WCO Integrity Action Plan, the WCO Secretariat, with the assistance of
anumber of Member administrations has developed an Integrity Self-Assessment Guide
and an I ntegrity Workshop™*®, drafted a Model Code of Ethics and Conduct, and
established an Integrity Resource Centre.

Customs Reform and M odernization Programme

The Customs Reform and Modernization (CRM) Programme is a comprehensive
approach to help improve the overall performance of customs administrations and meet
the growing expectations of society, business and governments. The CRM Programme is
acollection of management tools available to customs administrations to assist them to
better understand the requirements of their changing external and internal environment,
and to devel op self-assessment abilities and skills to implement a comprehensive and
sustainableorganizational improvement and change program. The WCO can assist
Member administrations through the provision of technical assistancein thisareaor by
assisting participating administrations to identify alternative sources of donor support.**
The WCO has devel oped the necessary tools for implementation, trained 150 experienced
customs officers to use these tools and maintains a pool of accredited facilitators who
support the process of self -assessment in beneficiary economies.

138 \Workshops have been conducted on a national basisin the Czech Republic, Sri Lanka, Zambia, India
and Vietnam and on aregional basis in Japan, Lesotho and Australia.

139 \WCO CRM Programmes have been completed in Latvia, Senegal, Uganda, and are currently under
implementation in Cuba, Lithuania, Mauritius, Namibia, Sri Lanka and Vietnam and on regiona basisin
the Southern African Development Community (SADC). The Programme is currently under preparation in
Bangladesh and Mongolia.

137



WCO Technical Assistance Activities

The WCO offers 38 standard training programs in the fiel ds of Harmonized
System, customs valuation, origin of goods, customs procedures, computerization of
customs, enforcement, organization and human resources devel opment in customs
administrations. The WCO has devel oped 66 training modules to assist technical training
for customs officers. The WCO carries out approximately 250 seminars, training courses
and expert missions for which it spends about $2 million annually. 1n 2000/2001 fiscal
year, more than 30% of the WCQO' s technical assistance expenditures was spent on
programs for the Africaregion and 27% for the Asia-Pacific region. During the same
period, about 37% of technical assistance expenditures went to programs in customs
valuation, procedures and Harmonized System.

AF.4World Bank (WB)

Trade Facilitation projectsfeature in several of the Bank's activities, such as
project lending (transport), adjustment lending (customs, quality standards and
simplification of procedures), technical assistance |oans (customs modernization) and
economic and sector work (export promotion and competition). Historically, there have
been three phases of World Bank involvement: During the 1980's, most Bank activities
concerning trade facilitation had transport facilitation as their goal. The very first
transport sector work facilitation took place in Latin Americain 1976. In the mid-1980's
isolated trade facilitation components. particularly focusing, on governance reform, have
been included more and morein structural  adjustment loans (Metrology, Standards,
Deregulation of Prices). Since 1990, Bank initiatives have explored ways of addressing
the wide range of policy and administrative issues involved in trade enhancement,
leading, to useful conditionalitiesin adjustment loans, new types of technical assistance
and new types of projects.

In 1987, the Bank's Transportation Department prepared a general review of
projects in transport facilitation and logistics, finding that World Bank lending for non-
infrastructure transport operations only accounted for 2 per cent of overall transport
lending.

Major projectssince 1977 include: Analysis of Road Transport Industry in
Central America (1977); India Containerization Study (1979); Intermodal Transport in
Latin America (1982); Logistics Cost Study, Zaire (1990); Philippines Competitiveness
Assessment (1992); UDEAC, Regional Policy Reform Program (1993); Lebanon-
Revenue Enhancement and Fiscal Management Project (1995); Pakistan Logistics Cost
Study (1996); Jordan Economic Reform and Development Loan (1996); Rwanda
Commodity Export Diversification Study (1998) ,Cote d' Ivoire - Agricultural Sector
Adjustment Credit (1995), Economic Recovery Credit (1996), Private Sector
Development Adjustment Credit (1996), Transport Sector Adjustment/Investment Credit
(1998); Nepa — Multi-modal Transit and Track Facilitation Project (1986, 1992, 1997);
Pakistan -Trade and Transport Facilitation Project (1993, 1996, 1999).140

140 For a detailed description of the Lebanon 1995 and Jordan 1996 programs, see the World Bank
presentation at the WTO Trade Facilitation Symposum in March 1998; WTO document G/C/W/115.
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In collaboration with other partners the World Bank is prepaing a project to help
six economiesin the South East Europe region improve customs procedures (Albania,
Bosnia and Herzegovina, Bulgaria, Croatia, Macedonia and Romania). The program aims
to integrate the efforts of the governments, EU, SECI **! and the World Bank Group for:
(a) physical improvementsto border crossings, (b) technical assistance to strengthen the
customs administrations, (c) computerization of procedures at the border crossings and
electronic filing of customs declarations, and (d) improved exchange of information
between the border control agencies and the business community, through seminars and
the development of Internet web sites ("trade facilitation"). At the regional (i.e.
international) level a steering committee has been created to provide aforum for the
exchange of experience among the economies, the collective aligning of procedures on
EU standards, and the coordination of operating practices at "paired" crossing points.
Thereby the Program aims to: (i) reduce costs to trade and transport; (ii) reduce
smuggling and corruption at border crossings; and (iii) strengthen regional partnerships
and expand regional trade*?.

In 1999, the World Bank launched the Global Facilitation Partnership for
Transportation and Trade (GFP) to provide afocus and forum for the public and private
sectors, who want to bring about lasting, significant improvementsin theinvisible
infrastructure of transport and trade in all interested Bank member countries. Itis
foreseen that partnerswill 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 support of this purpose, the areas of collaboration are expected to
include the following: (i) sharing agendas of common interest; (ii) pooling resources and
expertise where appropriate; and (iii) sharing knowledge and ideas. The GFP hasnow 49
members, from both the public and private sectors, and including most of the main
international institutions involved in facilitation'®.

TheWorld Bank and all GFP Partners agree on pursuing:

the establishment of a comprehensive Facilitation Audit Framework, combining
qualitative assessment with asimplified set of data on efficiency of trade and
transport transactions; the corresponding Facilitation Audit Methodology is now
being published by the World Bank asthefirst GFP product, and should become
available by end-March 2000;

141 The Southeast European Co-operative Initiative (SECI), is aforum in which representatives of the
participating states meeting to discuss common regional economic and environmental problems calling for
concerted action and developing region-wide plans for dealing with these problems. For additional
information, see http://www.unece.org/seci/seci.htm.

142 For additional information on this program, see http://www.seerecon.org/Regional I nitiatives/ttfse.htm
and http://www.seerecon.org/Regional Initiatives/ TTFSE/tffsepid.htm.

143 For additional information on the Global Facilitation Partnership for Transportation and Trade, see
http://wbln0018.worl dbank.org/twu/gfp.nsf.
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The definition of systematic approaches to measurement, based on a set of
facilitation indicators on transportation and cross-border processes, to be
systematically collected;

The monitoring and publishing on aregular basis of data on thesefacilitation
indicators;

Any commonly agreed initiative aiming at promoting trade and transport

facilitation programs through education, training, and targeted technical assistance
activities.

Trade Facilitation-Related Adjustment L ending and Technical Assistance

As adevelopment lending institution, the World Bank has always been activein
trade-related lending. Through the mid-1990s, trade related lending focused largely on
trade liberalization measures, such as quantitative restrictions, duties, subsidies, export
financing, and customs. Recently, however, bank policy lending has been rather focused
on trade facilitation measures, such as privatization, public enterprise restructuring, and
regulatory reform.*** In fiscal year 2000, there were about 232 lending operations for a
total of $15.3 hillion (including both IBRD lending of $10.9 billion and IDA lending of
$4.4 billion). About 41% of thistotal lending was adjustment lending, which is more
geared toward policy reform activities. It isalso estimated that 13 projects totaling $650

million were related to trade promotion and facilitation 24°

AF.5 Organization for Economic Cooperation and Development (OECD)

While the OECD is not engaged in trade facilitation, per se, the OECD, as an
intergovernmental organization with amultidisciplinary dimension, undertakes anumber
of activities dealing with specific sectoral issues, some of which enhance trade efficiency.

Consumer _crossborder transactions, including parcel delivery and customs

The OECD Committee on Consumer Policy has been examining a number of
issues related to consumer cross-border transactions, including parcel delivery and
customs. Roundtables were held in June and October 1996 to examine issues that might
impact the cost of shipping parcelsinternationally. At a subsequent roundtable on the
simplification of customs clearance procedures (September 1997), organized in
cooperation with the World Customs Organi zation, participants discussed policy
approaches for simplified procedures that could benefit consumers as well as customs
authorities and businesses. Current work on theseissuesis, for the moment, focused on

144 see World Bank Report, Trends in World Bank Trade-Related Lending, (May, 2000), and Wilson
(2001), Trade Facilitation Lending by the World Bank: Recent Experience, Research, and Capacity
Building Initiatives, Presented at the WTO Workshop on Technical Assistance and Capacity Building in
Trade Facilitation, in Geneva, May 2001.

145 See Wilson (2001).
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fiscal aspects of customs and is being done by OECD’s Committee for Fiscal Affairsin
consultation with the WCO.

Information, Computer and Communications Policy

In May 1997 the Committee for Information, Computer and Communications
Policy (ICCP Committee)"*® issued areport on Global Information Infrastructure - Global
Information Society (GlI-GIS), which set forth recommendations addressed to
governments and international organizations suggesting policy directionsto enable the
private sector to take the lead in the development and implementation of the GII-GIS.
Since then the Committee has taken the lead in the analysis of policy frameworks for
electronic commerce, showcased in a series of international meetingsin Turkey, Finland
(1997), Ottawa (1998) and Paris (1999) which have stressedinter alia the policy issues
which need to be addressed if electronic commerceisto fulfill its potential to facilitate
international trade.

With respect to telecommunications policy and international commerce, the ICCP
Committee's Working Party on Telecommunications and Information Services Policy
activities include assessment of the economic effects of changes in communications
policies on international trade-related issues. Studies have focused on interconnection and
equal accessto networks by competing operators; pricing strategies and competition in
mobile telephony; policy frameworks and pricing for information infrastructures; and
employment changes in the telecommunications industry. Studies were also conducted of
the international accounting rates system.

More recently the Working Party has examined the Internet access prices,
infrastructure indicators, traffic exchange, domain name all ocation policies and has
studied itspotential impact as an aternative to conventional telephone networks.
Currently, electronic commerce has been apriority areafor the Working Party. In 1999 a
Review of Market Openness and Trade in Telecommunications was conducted and a
report on leasedline devel opments and pricing Building Infrastructure Capacity for
Electronic Commerce was produced. Work on market liberalization is addressing the
issue of encouraging competition inthe local loop. The biennial Communications
Outlook provides key indicators and policy analysis related to trade aspects.

The ICCP Committee's Working Party on the Information Economy is studying
the software industry, including aspects of trade development and the recent evolution of
Intellectual Property Rights related to software. Furthermore the bi-annual Information
Technology Outlook provides an overview of trade developmentsin the I T sector and
compiles T policy profiles, including trade-related policies.

148 The 1CCP Committee works on policy issues related to information and communications technologies
and their impacts on the economy and society, including such matters as el ectronic commerce and the
Internet.
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At the Ministerial Conference in Ottawain October 1998 referred to above,
Ministerial Declarationsthat establish baseline principles and goals, and provide
guidance regarding the OECD's further work, were adopted in three critical aress, i.e.
Protection of Privacy on Global Networks, Consumer Protection in the Context of
Electronic Commerce, and Authentication for Electronic Commerce. So far, the main
achievements with relevance to trade facilitation include the OECD Privacy Policy
Statement Generator and the Report on Transborder data Flow contracts.

The work of the ICCP Committee's Working Party on Indicators for the
Information Society is also relevant to trade facilitation. It has recently agreed upon
definitions and key indicators for the Information and Communication Technologies
sector and isworking on the electronic content sector and el ectronic commerce.

Regulatory reform

The OECD has been engaged in concerted work on regulatory reform sinceits
1995 Ministerial Meeting. In 1998, a series of reviews was initiated Organization-wide
of regulatory sy stems and reform efforts in different OECD economies. In this context,
the Trade Committee has been studying the market access effects of domestic regulations
(including those for administering trade). The analysis has examined in particular the
extent to which economies achieve efficient regulation through the application of six
principles: i.e. transparency and openness of decision-making; non-discrimination;
avoidance of unnecessary trade restrictiveness; use of international harmonized
measures; recognition of other economies’ regulatory measures; and application of
competition principles from an international perspective.

In the review, particular attention is paid to selected sectors such as
telecommuni cation equi pment, automobile, electricity and telecommunication services.
With respect to the use of international harmonized measures, the Chemicals Committee
and the Environment Policy Committee are working for harmonization of national
chemical safety policies and instruments and harmonized global control system for trans-
boundary movements of wastes.

International air cargo transportation

The OECD has been exploring the possibility of liberalizing the provision of air
cargo services since 1997. Work on this subject covers not only service-market access
issues but also several practical hindrances that air-cargo service providersare facing,
such asthose found in customs procedures and documentation and ground -handling
services. In this context, trade facilitation measures, such as simplification of control on
cargo in transit, acceleration of customs clearance and documentation simplification, are
referred to and advocated in the work. The OECD organized workshops on Regulatory
Reform in International Air Cargo Transportation in July 1999 and October 2000, where
many industry and government representatives exchanged views on market access
matters and practical hindrances.
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Integrity and corruption

Due to increasing concerns that corruption may counteract any trade facilitation
efforts, OECD has studied, since 1996, the issue of integrity and corruption from the
point of view of both public sector and private sector, emphasizing its adverse effect on
national development. The most significant development in thisfield isthe entry into
force of the “Convention on Combating Bribery of Foreign Public Officiasin
International Business Transactions” in February 1999. Thirty-four economies have
signed for the accession. Among them, twenty-one economies have been subject to close
monitoring to determine the adequacy of their implementing legislation, and these
economy review reports have been availabl e to the public on the OECD Internet site.

In order to assist in the evaluation of government systemsto promote integrity
and fight corruption, in 2000, the OECD published areport which presentsthe first ever
comprehensive database of integrity measuresin OECD countries and includes an
analysisof common trends and good practices.**’ Also in 2000, the Trade Committee has
undertaken an analysis of the “ Potential Anti-Corruption Effects of WTO Disciplines’,
which discussed how trade facilitation provisionsin existing WTO agreements contribute
to improving transparency, limiting arbitrariness and thereby reducing the opportunities
and motivations for corruption in trade procedures.

AF.6 International Monetary Fund (IMF)

Work of the IMF relating to trade facilitation can take place in a number of
contexts: (1) as part of its regular consultations with member economies on their
economic policies and developments; (2) as a component of member economies’
stabilization programs that are supported by IMF resources; and, most notably, (3) inthe
form of technical assistance when requested by member economies.

Technical assistance on trade facilitation can involve both tariff policy and
customs administration. On tariff policy, the assistance typically includes assessing the
revenue impact of lowering and restructuring tariff rates, the tariffication of quotas, and
the removal of other non-tariff barriers; aswell asthe identification of compensatory
revenue measures. On customs administration, the assistance often comprises aligning
customs|egislation and procedures with international standards and practices such asthe
WTO Customs Valuation Agreement or the WCO Kyoto Convention; modernizing the
customs organization and clearance procedures (including the use of preshipment
inspection services); and formulating strategies to create an environment that facilitates
the flow of cargo, reduces costs of operations, promotes the transparency of procedures,
and increases compliance.

147 Following the “ 1998 Ministerial Council Recommendation on Improving Ethical Conduct in the Public
Service”, the report on the implementation of the recommendation, “ Trust in Government: Ethics Measures
in OECD Economies’, was submitted to the OECD Ministeria Council in June 2000.
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AF.7 International Trade Centre UNCTAD/WTO (ITC)

ITCisatechnical cooperation organization that deals with the operational aspects
of trade promotion and export development. It complements the research, policy,
deliberative and normative work of its parent bodies, WTO and UNCTAD. Assuch, it
does not, therefore, have aproactive rolein trade facilitation, but it is concerned with the
improvement of the performance of busin esses, particularly SMEs, in entering into
international trade transactions, within the existing regulatory environment.

For instance, I TC provides technical assistance for capacity building in
developing economies and economiesin transition to enable them to implement the WTO
Agreementson TBT and SPS. Thisis done through consultancy missions, training,
seminars and the provision of information technology equipment. Thefocusis on the
establishment/strengthening of National Enquiry Points required by these agreements.
These NEPs contribute to trade facilitation by providing information on technical
regulations/sanitary and phytosanitary measures in their domestic markets to exporters to
their economies. They also provide similar information about requirements in export
markets to exportersin their economies. 1TC publishes handbooks and bulletins on
Export Quality Management, some of which provide information about technical
requirements in specific economies for specific products.

AF.8 International Maritime Organization (IMO)

The International Maritime Organization, established by a Convention adopted
under the auspices of the United Nationsin Genevaon 17 March 1948, met for the first
timein January 1959. It has currently 158 Member States. The MO isaspecialized
agency of the United Nations responsible for improving the safety of international
shipping, facilitation of international maritime traffic, prevention of marine pollution
from ships, and legal matters, including liability and conpensation issues. The adoption
of maritime legidation is still IMO’s most important concern. Some 40 conventions and
protocols and well over 800 codes, recommendations and guidelines have been adopted
by the Organization and most of them have been amended on several occasionsto ensure
that they are kept up to date with changes taking place in world shipping. Since 1960, the
IMO has been involved in the facilitation of international maritime traffic.

Convention on Facilitation of International Maritime Traffic (fal)

The Convention on Facilitation of International Maritime Traffic was adopted by
IMOin 1965. It has currently 84 Contracting Parties. Its main objectives are to prevent
unnecessary delaysto ships, passengers and cargoes in maritimetraffic; to aid co-
operation between governments; and to secure the highest practicable degree of
uniformity in formalities, documentary requirements and other procedures. The
Convention has been amended several times.

Other relevant IMO Conventions related to trade facilitation are the following:

Convention for the Suppression of Unlawful Acts against the Safety of Maritime
Navigation;
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Protocol for the Suppression of Unlawful Acts against the Safety of Fixed Platforms
Located on the Continental Shelf;

International Convention on the Safety of Life at Sea (SOLAS), 1974;

International Convention on the Prevention of Pollution from Ships as modified by the
Protocol of 1978 (MARPOL 73/78);

International Convention on Load Lines(LL), 1966;

Specia Trade Passenger Ships Agreement (STP), 1971,

International Regulations for Preventing Collisions at Sea (COLREG), 1972;
International Convention for Safe Containers (CSC), 1972

Athens Convention relating to the Carriage of Passengers and their Luggage by
Sea (PAL), 1974

Convention on Limitation of Liability for Maritime Claims (LLMC), 1976;
International Convention on Tonnage Measurement of Ships (TONNAGE), 19609.

AF.9 International Civil Aviation Organization (ICAO)

The basic objective of ICAO in the field of facilitation isto promote productivity,
security, compliance and customer servicein the context of international border clearance
formalities, in accordance with Article 44 (d) of the Convention on International Civil
Aviation (Chicago Convention). In order to pursue this objective the facilitation program
of ICAO retainsthe original strategies of reducing paperwork, standardizing
documentation and simplifying procedures, in order to minimize delaysfor the
customers. In recent years, astraffic volumes outg rew the traditional facilities and
clearance methods, the focus of Annex 9 to the Chicago Convention, which contains
Standards and Recommended Practices on facilitation of air transport, shifted to
inspection techniques based on risk management and assisted by modern technology,
with the objectives to increase productivity and reduce congestion in airports. Most
recently, responding to the current needs of Contracting States, the program pursues new
priorities. These are to enhance compliance and security , control abuses such as
narcotics trafficking and travel document fraud, and to support the growth of
international trade and tourism.

The ICAO introduced guidelines to Contracting States calculated to reducing
congestion in passenger terminals and cargo facilities at international airports by
improving the processes by which traffic is cleared through the necessary formalities of
inspection authorities such as customs, immigration and quarantine. Since 1998, ICAO
has undertaken substantial revision of Chapters 1 to 4 of Annex 9 which address the
clearance of passengers, cargo and aircraft, and isin the process of preparing a
facilitation manual that would offer the user improved comprehension of the Annex.
Additionally, technical specifications on machine readable passports have been revised
and technical specifications on official travel documents will be released later in 2000. At
present, ICAQ is revising al of Annex 9, including international Standards and
Recommended Practices of Chapter 4 (Cargo).
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AF.10 United Nations Commission on International Trade Law (UNCITRAL)

Established by the UN General Assembly in 1966, UNCITRAL’s objectiveisto
help reduce or remove obstaclesto the flow of trade caused by disparitiesin nationa laws
governing international trade through furthering the progressive harmonization and
unification of the law of international trade. Inthe areas of work relating to trade
facilitation, the Commission is dealing with the international sale of goods and related
transactions; international transport of goods; international commercial arbitration and
conciliation; international payments; and electronic commerce.

AF.11 Association of Southeast Asian Nations (ASEAN)

Trade Facilitation efforts within ASEAN intensified in the context of the AFTA
initiative although ASEAN had already put in place a Customs Code of Conduct as far
back as 1983. A first significant step was undertaken at the first Directors-General of
Customs Meeting in early 1995 where it was agreed to initiat e measuresto facilitate trade
in goods and serviceswithin the region, in order to support the implementation of
AFTA 18 The ASEAN Agreement on Customs was signed at the First ASEAN Finance
Ministers Meeting on 1 March 1997'%°. This Agreement espouses the principlesof
consistency, availability of accessto appeals, smplicity, transparency, efficiency and
mutual assistance*°

In 1997, ASEAN Customs Vision 2020 was developed to provide the necessary
directions into the 21st Century*®* Then, a Policy Implementation and Work Programme
(PIWP) for realizing the vision was formulated. The PIWP specifies the objectives,
activities and outputs planned for thefirst cycle (1999 2004) implementation of the
Vision. Itsobjectivesare: Post Clearance Audit; Cargo Processing; Customs Valuation;
Tariff Classification; Goodsin Transit; Automation; Enforcement; Temporarily Admitted
Goods; Strategic Planning and Management; Mutual Assistance; Transparency
Enhancement; Training and Human Resource Development; Technical A ssistanceto
New Members of ASEAN; International Customs Fora; Partnership with the Business
Community.

AF.12 The Asia-Europe Meeting (ASEM)

The Asia-Europe Meeting (ASEM) is agathering of heads-of-government from
10 Asian and the 15 European Union Memb er states!>2 aswell asthe President of the
European Commission. Itsobjectiveisto strengthen the political, economic and cultural

148 The ASEAN Customs Code of Conduct was then revised in 1995.

149 New Member Economies Lao PDR and Myanmar acceded to the Agreement on 23 July 1997, when they
were admitted into ASEAN. Cambodia acceded to the Agreement on 30 April 1999.

150 Under this Agreement, ASEAN member economies agreed in the following areas: Tariff Nomenclature;
Customs Valuation; Customs Procedures; |nformation Exchange; Appeals; Private Sector Participation.

151 1n 1997, ASEAN Customs Director-Generals agreed on the following vision for Customs 2020: “an
ASEAN Customs Partnership for World Class Standards and Excellence in efficiency, professionalism and
service, and uniformity through harmonized procedures, to promote trade and investment and to protect the
health and well -being of the ASEAN community.”

152 The ten Asian participants are: Brunei Darussalam, China, Indonesia, Japan, Republic of Korea,
Malaysia, The Philippines, Singapore, Thailand and Vietnam.
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ties between the two continents. The inaugural ASEM was held in Bangkok in March
1996, and it started a series of initiatives involving both the public and private sectors of
al ASEM Countries. At the Second ASEM, held in London in April 1998, a Trade
Facilitation Action Plan (TFAP) was adopted. It aims, inter alia, at reducing non-tariff
barriers (NTBSs), increasing transpaency and promoting trade opportunities between the
two regions while complementing and considering work being carried out in bilateral and
multilateral fora. The TFAP identified seven priority areas for the period of 1998-2000,
i.e. customs procedures; standards, testing, certification and accreditation; public
procurement; quarantine and SPS procedures; intellectual property rights; mobility of
business people; and other trade activities.

Although the TFAP s not itself aforum for negotiations, it contributesto the goal
of promoting greater trade between Asia and Europe and facilitating and liberalizing
trade between the two regions. Implementation of TFAP is supervised by the Senior
Officials Meeting on Trade and Investment (SOMTI)*%3,

At the second Economic Ministers Meeting (EMM 1[1) in Berlin on 9-10 October
1999, Ministers specifically emphasized the importance of achieving substantive progress
and of the need for the TFAP agendato be more forward -looking, focusing on concrete
stepstowardsimplementing its objectives. In urging a more practical approach,
Ministers adopted a paper on the Future of TFAP. SOMTI VI (May 2000) recognized
that the seminars which took place in the different areas of work of TFAP have enabled
the officials to better understand each partner's policies and practices, to agreeon a
number of best practices. It aso adopted a Consolidated and Prioritized List of the Major
Generic Trade Barriers among ASEM Partners with a view to reducing and removing
them.

AF.13 Inter-American Development Bank (IDB)

The Inter-American Devel opment Bank finances technical assistance projects
supporting customs modernization and reform in the economies of Latin Americaand the
Caribbean. Over the past decade, the IDB has financed twenty-six projects that deal
exclusively with customs modernization. Currently, fourteen projects with IDB financing
are underway in 12 countries, plustwo regional projects. All of these projectsinclude
trade facilitation as one of the main objectives, precisely following the World Customs
Organization guidelines. A region-wide technical assistance project was also approved in
mid-2000 to support the implementation of trade and business facilitation measuresin
member countries of the Free Trade Area of the Americas (FTAA). ThelDB isalso
financing the implementation of a quality assurance system, applying the International
Organization for Standardization (1SO) standards 9000, in one Latin American
economy’ s customs service.

153 For further information and documentation on ASEM and the TFAP, consult the following web-sites:
http://europa.eu.int/comm/external_relations/asem ipap vie/intro/index.htm, and
http://europa.eu.int/comm/external_relations/asem/intro/index.htm
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AF.14 Free-Trade Area of the Americas (FTAA)

The FTAA's origins date back to the first Summit of the Americasin Miami in
December 1994 where the Heads of State of the 34 democraciesin the region agreed to
construct a"Free Trade Area of the Americas’ (FTAA). Theformal negotiations were
launched by L eaders at the second Summit of the Americasin Santiago in April 1998
with a commitment to conclude an agreement by 2005. The Summit process engages the
member countries in an integrative and co-operative forum to promote economic, social
and political development'>*,

The FTAA's Trade Negotiations Committee™ regularly convenes special
meetings of experts on Customs-Related Business Facilitation Measures. Work at these
meetings has led to the adoption of 8 customs-related Business Facilitation Measures by
Trade Ministersin their Declaration at the fifth Ministerial Meeting in Toronto on 4
November 1999.%°® Those 8 customs-related measures annexed to the Declaration were:
Temporary Importation / Temporary Admission of Certain Goods Related to Business
Travelers; Express Shipments; Simplified Procedures for Low Value Shipments;
Compeatible Electronic Data Interchange (EDI) Systems and Common Data Elements;
Harmonized Commaodity Description and Coding System; Customs Information
Disseminat ion/Hemispheric Guide on Customs Procedures, Codes of Conduct for
Customs Officials; Risk Analysis/Targeting Methodol ogy.

In addition to these customs rel ated measures, Ministers agreed to take a number
of transparency measures in order to “make our procedures and regulations better known
and more accessible to the public'®’. Ministers further directed the TNC to continue to
work on facilitation since they agreed that business facilitation is an ongoing process.
Technical assistance to facilitate implementation of these measures, particularly in
smaller economieswill be carried out by FTAA countries, aswell asthe IDB.

AF.15 Common Market of the South (MERCOSUR)

Until 1999 neither a special forum, nor a comprehensive approach on trade
facilitation existed among Mercosur member economies. Based on the Treaty of
Asuncion (1991) and the Protocol of Ouro Preto (1994), which sketch the principles and
the aims of the integration process, a number of Working Groups and Technical

154 For further information on the FTAA, see http://www.ftaa-alca.org/

155 Under the oversight of the Trade Negotiations Committee, 9 Negotiating Groups address the following
issues: Market Access; Investment; Services; Government Procurement; Dispute Settlement; Agriculture;
Intellectual Property Rights; Subsidies, Antidumping and Countervailing Duties; and Competition Policy.
In addition, a Consultative Group on Smaller Economies a Committee on Civil Society, and a Joint
Government-Private Sector Committee of Experts on Electronic Commerce were established.

156 Ministers declared, “... in the area of customs, we agree to implement, beginning on January 1, 2000,
the eight specific measures set out in Annex |1 to this Declaration. These measures will contribute
significantly to the conduct of business in the hemisphere by reducing transaction costs and creating a more
consistent and predictable business environment.”

157 These transparency measures do not relate directly to transparency as concerns trade procedures. They
address mainly publication and dissemination of FTAA documents. The annex can be accessed at
http://www.ftaa-al ca.or g/ministerial yminisA 3e.asp
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Committees were set up in ord er to foster harmonization of the rules and procedures that
prevailed in each Member State, as well as to draw common regulations. ™8

However, based on the 1992 Recife Agreement, common border control points
were implemented in 1994. Since then, seven common border points destined to goods
control were implemented, five of which are located in Brazilian borders. There are also
some common border points destined to tourism control (people and lowvalue goods) in
operation. In 1997, an “ Agreement on Co-operation and Mutual Assistance among
Customs Administrations concerning prevention and repression of illicit practices’ was
concluded and implemented between the four Mercosur member economies. This
Agreement supplements the bilateral co-operation that exists between common customs
points at borders.

With the significant increase of trade flows among Member States, the four
Mercosur members decided to adopt a"package" of measures designed to facilitate
commercial transactions. This Decision by the Common Market Council developed into
amore consistent and detailed program known as " Plan of Asuncion." The
implementation of thisPlan isstill under negotiation. In addition to the points set out in
the Action Plan, directives have been enacted to implement asingle freight form, asingle
request form for temporary export and import of goods, asingle value declaration form, a
single phytosanitary certificate, common rules for phytosanitary inspections, and a
working timetable for integrated borders control areas. In addition, a Mercosur
Harmonized Product Description and Coding System Nomenclature (NCM), adirective
on mutual recognition and equivalence of control systems have been implemented.
Moreover, anew version of aMercosur Customs Code has been under negotiation since
1996.

AF.16 The G7

At the Lyon summit in June 1996, the G7 heads of state and government
launched an initiative for the standardization and simplification of customs
procedures. The G7 finance ministers and the representative o f the European
Commission took up thisinitiative in connection with the preparations for the
1998 G7 summit in Birmingham, formulated the mandate to the experts and set
the year 2000 as atarget date. At the Kyushu-Okinawa Summit Meeting of the G7
finance ministersin Japan in July 2000, the results achieved so far were approved
and the mandate from the year 1996 was brought up to date.

Work undertaken under this G7 initiative addresses the following issues:
Paperless data interchange; Harmonized and standardized data; Reducing the amount of
data; Data I nterchange and the concept of a"Seamless dataflow"; Standardization of the
data requirements of other governmental agencies; Production of customs prototypes. G7

1%8 The main Worki ng Groups and Technical Committees involved in trade and customs facilitation are:

W G-3 (Technical Barriers), WG5 (Transport), WG8 (Agriculture), WG-11 (Health) and TG2 (Customs
related matters). These bodies are co-coordinated by the Common Market Group (GMC) and the Mercosur
Trade Commission (CCM).
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countries have drawn up the data sets needed for the various customs procedures. In
order that the various procedures may be compared and appraised, the individual data sets
have been combined in acomprehensive file. Thiscomprehensivefile, the"G7 DATA
BASE", iscontinuously being brought u p to date according to the standards of the G 7
working group. The individual data sets are: cargo report data set; import data set; cargo
rel ease data set; export data set.

Work in the area of data harmonization and EDIFACT mapping has almost been
completed for import and export procedures. In view of the fact that EDI standard
messages are most efficient in reducing costs for traders and authorities when they are
applied aswidely as possible, G 7 customs experts have called upon other economies and
organizations to participate in the prototypes aswell. Mexico, Australia, New Zealand
and Singapore have already shown interest in such a participation.

Coordination with WCO, EU and APEC

Dueto its extensive experience in the devel opment of customs standards and in
the harmonization of customs procedures, the WCO has been involved from the outset in
this G7 Initiative. In addition, the WCO had initiated and coordinated the development
of the UN/EDIFACT customs messages. The G7 customs experts are in agreement that
the WCO should take over the management of the G7 results (the G7 date set and
EDIFACT message specifications) in order to take them beyond the framework of the G7
into an internationally valid and implemented standard. For this purpose, the WCO had
previously started its own WCO Common Customs Data Model Project, in which the G7
results could be integrated.

The simplifications sought at G7 level cannot be implemented without changesin
the legislation of the G7 countries. For the four G7 countries being member of the EU
this will mean changing the EU customs law, which is applicable to all 15 EU members.
This requires agreement over the G7 results from al EU customs administrations, but it
means at the same time that the G7 results will beimplemented in many more economies
fromthe outset. Therefore, the European Commission has been involved in the G7
discussions from the very beginning.

Moreover, the customs experts have agreed in March 1999 to invite a
representative of asimilar APEC project to the G7 discussions, in order to ensure that the
devel opment of the APEC project can be harmonized and synchronized with that of the
G7 initiative, and facilitate dissemination of the G7 results throughout the 20 economies
of the Asian-Pacific economic area. It isunderstood that if all EU and APEC economies
implement the G7 proposals, they will be very close to becoming a de facto international
standard.
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