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Preface

This publication brings together the main research outputs produced by the
Asia-Pacific Research and Training Network on Trade (ARTNeT) and its members on the
need for and cost of trade facilitation measures related to GATT Articles V, VIII and X
between April 2005 and April 2006.  Research in this area was undertaken following
approval of the ARTNeT Research Programme by participants to the First ARTNeT
Consultative Meeting of Policymakers and Research Institutions on 29 October 2004.

The research was conducted by a regional team of researchers from five research
institutions in the region, including two institutions in least developed countries.  Participating
researchers and research institutions were selected based on the twin ARTNeT objectives
of building national and regional trade research capacity and of delivering quality analysis
to policymakers from the region.

This publication is divided into two parts.  Part I features a synthesis of country
studies conducted in Bangladesh, China, India, Indonesia and Nepal by Debapriya
Bhattacharya and Syed S. Hossain, Centre for Policy Dialogue (CPD, Bangladesh),
Chen Wenjing and Li Wei, Chinese Academy for International Trade and Economic
Cooperation (CAITEC, China), Sachin Chaturvedi, Research and Information System for
the Non-Aligned and Other Developing Countries (RIS, India), Yoze Rizal Damuri, Centre
for Strategic and International Studies (CSIS, Indonesia) and Pushpa Raj Rajkarnikar,
Nephil M. Maskay and Shiva R. Adhikari, Institute for Policy Research and Development
(IPRAD, Nepal), respectively.  It also includes the main results of an international trade
facilitation expert survey on the cost of implementation, prioritization and sequencing of
trade facilitation measures conducted by Yann Duval, Trade and Investment Division,
Economic and Social Commission for Asia and the Pacific (TID, ESCAP).

Part II consists of the individual summaries of the six ARTNeT studies on which the
synthesis is based, complemented by a CD-ROM featuring the full text of the background
studies as well as related studies by ARTNeT members and partners and templates of
the survey instruments developed as part of these studies.  All six ARTNeT studies
were earlier released as ARTNeT Working Papers No. 3, 4, 5, 8, 9 and 10 (see
www.artnetontrade.org) following presentation of preliminary results during the Second
ARTNeT Consultative Meeting of Policymakers and Research Institutions held in Macao,
China in October 2005.  Results and policy implications of these studies were also presented
at the OECD Global Forum on Trade Facilitation held in Colombo in October 2005 and at
the UNDP/ESCAP ARTNeT Consultative Meeting on Trade Facilitation and Regional
Integration held in Bangkok in August 2006.
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Executive Summary

The first meeting of the Negotiating Group on Trade Facilitation (NGTF) held in
November 2004 highlighted the necessity of identifying trade facilitation needs and
priorities of developing countries (DCs) and least developed countries (LDCs), along with
the need to address the concerns of DCs/LDCs related to cost implications of proposed
measures and in terms of special and differential treatment.1  In that context, this
publication presents the findings and results of an exploratory ARTNeT study on the
need for and cost of implementation of selected trade facilitation measures (TFMs)
related to GATT Articles V, VIII and X.  It is based on six ARTNeT working papers issued
between January and April 2006, including five country case studies (available at
www.artnetontrade.org).

Assessment of TFMs implementation

Case studies on TFMs implementation in five Asia-Pacific countries, namely
Bangladesh, China, Indonesia, India and Nepal, reveal that continuous unilateral efforts
have been made by the governments of these countries to facilitate trade, although
countries are often at very different stages of implementation.  In many countries, various
trade facilitation systems and measures have been implemented at selected border crossings
or customs offices on a pilot basis, with plans to expand the systems, as resources
become available, to all border crossings and relevant agencies.  However, it is often
unclear when these systems will be implemented on a national scale and to what extent
rules and regulations will be implemented uniformly throughout each country’s territory.

In an effort to increase transparency, government agencies responsible for issuing
and enforcing trade rules and regulations often have extensive publication and dissemination
programmes in place, although the amount of publicly available information varies from
country to country.  Not all countries have established standard time periods between
publication and implementation, and consultation with stakeholders (e.g., private sector
traders) on new or amended rules remains ad-hoc and informal in most cases.  Some form
of binding advance ruling systems are available or being established, but the coverage
(e.g., tariff, valuation, origin) and effectiveness (e.g., time between receipt of the information
and issuance of a ruling) of the systems vary greatly across countries.  Appeal systems
and procedures exist but are not always independent from the regulatory authorities.  In
addition, appeal processes are often lengthy and costly for the traders.

Fees and charges connected with importation and exportation remain quite numerous
in some countries.  Some of the fees and charges are calculated as a percentage of the
value of a shipment, which may not be consistent with the need for the fees and charges
to be charged on the basis of the cost of services rendered.  Some Governments have
made an effort to reduce the number and complexity of fees and charges, as well as of

1 http://www.wto.org/english/news_e/news04_e/tradefac_15nov_e.htm
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trade documents for imports and exports.  All countries, including the LDCs studied, have
on-going computerization and electronic trade documentation programmes.  All countries
also have some form of rapid clearance system in place, albeit for selected categories of
goods.  Risk management and post-clearance audit systems have also been introduced in
all countries, although on a very limited pilot basis in some.  In regard to tariff classification,
all countries studied rely on the HS nomenclature, often expanded to 8 or 10-digit levels to
suit their needs.

Transit in the Asian countries examined is generally governed by bilateral and
regional transit agreements.  This might suggest that different rules and regulations apply
to goods in transit depending on their country of origin in some of the countries.  No
charges are officially imposed on transit goods.  One recurring concern, particularly in
South Asia, is that goods officially in transit be illegally marketed in the transit country, as
there are often no risk assessment mechanisms in place for these goods.

Results of private sector surveys on TFMs needs and priorities

According to a review of existing legislations/regulations and on-going projects and
programmes often supplemented by interviews with Government officials, many of the
TFMs being discussed at the WTO Negotiating Group on Trade Facilitation (NGTF) have
been at least partially implemented.  The domestic private sectors in these countries, on
the other hand, generally point to a need for improvement in many areas.  For example,
the private sector often acknowledges that relevant trade information is published and
available but points to the need to make the information more easily available, in particular
information on new or amended rules.

Elimination of bribery and other corrupt practices of officials involved in the clearance
and release of imported goods is given top priority by the private sector in all countries.
Improvement of coordination between relevant agencies, particularly on documentation
requirements (e.g., through the establishment of a single window for one-time submission
and collection of trade documents) is also given very high priority in all the countries.
Timely and comprehensive publication and dissemination of trade rules and regulations
(e.g., through the Internet) is the highest priority in Indonesia and Nepal, while reduction
and simplification of the documentation requirements for import/export is the highest priority
in Bangladesh.  Customs valuation, which is not part of the current WTO trade facilitation
negotiation agenda, was identified as the most problematic trade facilitation related area
by the private sector in all five countries.

Costs and benefits to Governments of implementing TFMs

In addition to the need and priorities of private sector stakeholders, the costs and
benefits to governments of implementing TFMs will also be considered when selecting
measures to be included in the agreement.  The trade research and policy literature has
extensively dwelled on the benefits associated with trade facilitation.  Unfortunately, very
little information is available on the cost of implementing selected TFMs discussed at the
WTO, an issue included in the work agenda of the WTO NGTF.  Four of the five country
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case studies on which this report is based provide some, albeit very partial, information on
the costs associated with trade facilitation programmes and efforts at the national level.
The numbers and cost estimates available from the individual studies are, at best, very
preliminary.  However, they are generally relatively low, partly because some of the costs
of implementing TFMs are seen as coming from the regular (routine) budgets of Customs
and other relevant agencies – as well as from the continuation of technical assistance
projects by major donors or international organizations.

While regulatory and institutional costs are expected to be small because of the
rather extensive trade facilitation-related reforms that have been undertaken in most of the
countries, training costs may be significant as some countries lack the human resources
necessary to effectively implement some of the measures (e.g., risk management and
post-clearance audit).  Interestingly, most studies point to the need to upgrade infrastructure
as part of implementing a meaningful trade facilitation programme.  These costs are not
limited to computerization and information and communication technology (ICT) systems,
but include the costs of container scanners or of testing facilities/laboratories at selected
border crossings, for example.  In terms of facilitating transit trade, the country studies
again suggest that transit trade may not be facilitated without significant investment in
various infrastructures, ranging from roads and port facilities to effective risk management
systems.

The international expert survey on the costs and benefits of selected TFMs undertaken
as part of the study showed that, while long-term savings were expected to exceed costs
for all measures, initial setup costs of some of the measures could be expected to be quite
high relative to others.  The cost difference between measures was mainly explained by
the underlying political costs (i.e., extent to which measures will be resisted by staffs within
relevant institutions; or by policymakers because of fear of losing political support they
need) and infrastructure/equipment costs.

Selected implications for a WTO Agreement on Trade Facilitation

Since most of the TFMs on the negotiating table have been implemented or are
planned for implementation even in the least developed countries in the region, the list of
TFMs agreed upon will be less important than the accompanying terms and conditions for
implementation, e.g., schedule of implementation for developing countries and technical
assistance.

Negotiation of an agreement on trade facilitation provides an opportunity for pushing
potentially difficult regulatory reforms at home through binding commitments on small,
simple but highly meaningful administrative procedures, e.g., a 30-day standard time
period between publication and implementation of regulations, the establishment of formal
channels of communication with the private sector on trade facilitation issues (e.g.,
establishment of an inclusive national trade facilitation committee), the alignment of trade
documents to specific international standards, or even an agreement to reduce the number
of trade documents to a certain number (by a given date, as necessary).
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Measures to enhance transparency and impartiality, such as an independent system
to appeal or double-check rulings on tariff classification, should be given serious consideration
as a result of the priority accorded by the private sector to the reduction/elimination of
corruption – “tariff classification” ranked as the second most problematic issue in the
private sector surveys.  The notification to the WTO of an official webpage with a negotiated
basic list of information and publications and a complete and official list of all existing fees
and charges (possibly developed in cooperation with the local chamber of commerce and/
or with the support of relevant international organizations) could also be considered.

Given that the main priority identified through the private sector surveys was the
need for improvement of coordination between relevant agencies, the establishment of
single windows for one-time submission and collection of trade documents may therefore
need to be considered.  Commitments on electronic submission and processing of trade
documents and the establishment of electronic single windows connecting all relevant
agencies and organizations (e.g., similar to Singapore TradeNet) may not be feasible
given the level of computerization and the state of the ICT infrastructure in many countries
of the region.  The negotiations, nevertheless, provide an opportunity for developing countries
to request and help shape a well-coordinated technical assistance/capacity building
mechanism in this area.  Developed countries may be particularly open to funding electronic
trade facilitation systems in developing WTO member countries, given the raising concerns
about trade security issues.

While there is some convergence in the needs and priorities of the private sector,
the studies clearly showed that countries remain at various stages of development and
implementation of TFMs.  It was also established that setup costs of some measures may
be significant for countries with limited resources or with difficult political conditions.
Therefore, commitments on TF measures may need to be divided into groups or lists,
depending on how quickly they can be implemented in all WTO members and on the
amount of technical assistance/capacity building (TA/CB) and other resources or infrastructure
that may be required for implementation.

Both the case studies and proposals of WTO members to the NGTF reveal that
trade facilitation terms such as single windows, express clearance, risk management
system and even advance ruling imply slightly different things to different people, even
within a same country.  As such, any agreement that will involve complex trade facilitation
procedures (e.g., for risk management and post-clearance audit) will need to make specific
reference to established trade facilitation instruments (such as paragraphs and sections of
the WCO revised Kyoto Convention).  The disagreements that emerge, even among
experts, on the sequencing of various measures also suggest that a long-term mechanism
to deal with trade facilitation issues (e.g., a WTO working group or committee), as proposed
by various WTO members, is likely to be needed.
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As noted by many respondents to the expert survey, TFMs considered may not be
implemented effectively separately, but as part of an overall trade facilitation programme
(that may include some infrastructure component).  Development of standard trade facilitation
technical assistance/capacity building modules, each including a small set of related TFMs,
for which countries in need could apply, may be considered.

As the on-going unilateral trade facilitation efforts of the countries studied suggest,
implementation of TFMs has no downside for Governments, as it does not result in loss of
customs revenue, even if trade flows remain the same.  The findings on implementation
costs, as well as a significant number of anecdotal evidences from inside and outside the
Asia-Pacific region, also suggest that setup and operating costs are dwarfed by long-term
savings.  As such, special and differential treatment is only needed to shield developing
countries from dispute settlement until they secure the resources and build the capacity
necessary to implement TFMs.

The types of costs associated with various measures may affect the type of special
and differential treatment needed.  Measures with high political costs may require differential
treatment in terms of time of implementation.  Measures with high infrastructure-related
costs may require exemption until technical assistance has been received and capacity to
implement has been acquired.

An agreement on TF with non-binding commitments would make little sense in the
context of the WTO, especially since there are already a number of relatively comprehensive
non-binding international conventions on trade facilitation, notably the WCO revised Kyoto
Convention.  One essential benefit from negotiating on TF at the WTO would be to agree
on a possibly very small but nonetheless existent set of TF measures to be implemented
by all WTO member countries.

However, as pointed out in some proposals submitted to the NGTF, a disagreement
on a single transaction should not lead to the triggering of the WTO dispute settlement
mechanism.  A WTO agreement that would include commitments from member countries
on disclosure of trade-related regulations and fees and charges, combined with a set of
jointly agreed principles to govern and strengthen national level appeal mechanisms (including
time limits on issuance of rulings), would be an option.  The WTO dispute settlement
mechanism would then only be triggered in case of failure of the national appeal system to
comply with negotiated principles.

Transit arrangements in many countries in Asia and the Pacific are mostly a function
of bilateral and subregional agreements.  Freedom of Transit will therefore be dependent
on harmonization of these bilateral and subregional agreements, suggesting that regional
committees on transit issues, and perhaps also other trade facilitation issues, may be
needed to make progress in this area.  Given the neutral role and expertise of regional
commissions of the United Nations in trade and transport facilitation, it is important that
they form an integral part of the coordinated global trade facilitation technical assistance
and capacity building that will likely be needed to facilitate implementation of the agreement.
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The fact that customs valuation, along with sanitary and phytosanitary measures
(SPS) and technical barriers to trade (TBT), rank as the most problematic issue(s) in all
countries studied, especially some years after the WTO Customs Valuation Agreement
and of the SPS and TBT Agreements have been implemented, is an important signal to
the Geneva negotiators of the discrepancies that may emerge between an agreement and
its implementation in the area of trade facilitation.  As such, it may be better to be less
ambitious in the number of TFMs to be implemented, but more detailed in defining how
compliance will be monitored and, importantly for LDCs, what technical assistance will be
provided.
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An exploration of the need for and cost of selected
trade facilitation measures in Asia-Pacific in the

context of the WTO negotiations

SYNTHESIS REPORT2

Introduction

The WTO’s 147 member governments agreed on 1 August 2004 to commence
negotiations on trade facilitation.  The issue of whether trade facilitation, along with four
other so-called “Singapore issues”, should be included in the Doha round of negotiation
had been one of the issues that resulted in the failure of the WTO Ministerial Meeting in
Cancun in 2003.

The main reason for the reluctance of many developing countries (DCs) to negotiate
on trade facilitation as part of the Doha Development Agenda seemed to be the fear that
implementation of such agreement would entail substantial investment in infrastructure
and human resources for them, while at the same time requiring nothing from the developed
countries who had already implemented many of the trade facilitation measures (TFMs)
likely to be included in a multilateral trade facilitation agreement.  Some also feared that
a trade facilitation agreement might not reflect the needs and priorities of their countries in
this area, as most of the standards and international best practices were established by
a few developed countries based on their own needs and priorities.  Finally, a binding
trade facilitation agreement could have serious consequences on some of the lesser
developed countries that still derived a significant share of their Government revenue from
customs activities.

The August 1 Decision of the WTO General Council, often referred to as the “July
Package”, outlined the modalities of the trade facilitation negotiations in its Annex D.3

Members agreed that the negotiating agenda would focus on clarifying and improving
relevant aspects of Articles V (freedom of transit), VIII (fees and formalities) and X (publication
and administration of trade regulations) of the GATT 1994; enhancing technical assistance
and support for capacity building; and effective cooperation between customs or any other
appropriate authorities on trade facilitation and customs compliance issues.

2 This report was prepared by Yann Duval, Trade Policy Section, Trade and Investment Division,
United Nations Economic and Social Commission for Asia and the Pacific (ESCAP), based on ARTNeT
Working Papers No. 3, 4, 5, 8, 9 and 10.  Please refer to these working papers and their authors for
more detailed and country-specific information.  The views presented in this and related papers are the
responsibility of their authors and do not necessarily reflect the views of the United Nations and other
ARTNeT members and partners.

3 http://www.wto.org/english/tratop_e/dda_e/ddadraft_31jul04_e.pdf
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During the first meeting of the Negotiating Group on Trade Facilitation (NGTF) held
in November 2004, the need to identify trade facilitation needs and priorities of DCs and
least developed countries (LDCs) was highlighted, along with the need to address the
concerns of DCs/LDCs related to cost implications of proposed measures and in terms of
special and differential treatment.4

In that context, the purpose of this report is to present the findings and results of an
exploratory ARTNeT study on the needs for and costs of implementation of selected trade
facilitation measures related to GATT Articles V, VIII and X.  This synthesis report is based
on six ARTNeT working papers issued between January and April 2006, including five
country case studies of Bangladesh, China, India, Indonesia, Nepal conducted by researchers
from research institutions located in these countries, namely, Debapriya Bhattacharya,
Syed S. Hossain, Chen Wenjing, Li Wei, Sachin Chaturvedi, Yoze Rizal Damuri, Pushpa
Raj Rajkarnikar, Nephil M. Maskay and Shiva R. Adhikari, respectively.

Following a brief overview of the relevant literature (section I), this synthesis report
provides an overview of the trade facilitation situation in each of the five countries studied
(section II) as well as the results of private sector surveys on trade facilitation needs and
priorities (section III).  Section IV discusses costs of implementation of trade facilitation
measures and presents the main results of an international expert survey conducted on
this issue as part of the research effort.  Section V highlights potential implications for the
WTO negotiations on trade facilitation.

4 http://www.wto.org/english/news_e/news04_e/tradefac_15nov_e.htm
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I.  Overview of the related literature

Research on trade facilitation and its impact is generally scant, particularly in
developing countries.5  In the WTO context, “Trade facilitation” is generally defined as “the
simplification and harmonization of international trade procedures”, where trade procedures
are the “activities, practices and formalities involved in collecting, presenting, communicating
and processing data required for the movement of goods in international trade”.6  However,
the definitions used in the literature vary widely and many trade facilitation studies use
broader concepts and definitions of trade facilitation covering, for example, quality of port
infrastructure and services.

Quantification of the economic benefits associated with trade facilitation represents
a major challenge due to the lack of reliable and precise data and the complexity of the
underlying issues.  A recent review of the literature in this area was conducted by OECD
(2005).  Quantitative studies generally show that reductions in trade transaction costs
(resulting from implementation of TFMs at the border) may result in global welfare gains of
the same or larger magnitude than those expected from tariff liberalization (e.g., APEC,
2002).  These studies also generally show that no, or very few, countries would lose from
global trade facilitation and that developing countries have the most to gain from
implementation of TFMs, although important variations can be expected across countries,
sectors, and types of traders (Francois et al., 2005; OECD, 2003).

Different approaches and methodologies have been used to measure/study the
impact of trade facilitation, including the following:

• Estimation of the effect of improvement of trade facilitation modelled as
technical progress in trading/transport activities (i.e., improvement in the
productivity of the transport sector) on income/welfare in classic Computable
General Equilibrium (CGE) models.  Recent models also incorporate a logistic
tax modelled as a reduction in import and export charges/duties, which results
in adjustments in the government sector (because of loss of duty), as in
OECD (2003).

• Estimation of the effect of changes in selected trade facilitation indicators
(e.g., Port Efficiency Index) on trade flows using gravity models.  For example,
Wilson et al. (2004) develop a gravity model that accounts for bilateral trade
flows in manufactured goods in 2000-01 between 75 countries, using traditional
factors (such as GDP, distance, language, and trade areas) and augmented
by the TFMs/indicators for each country.  This method allows examination of
the impact of categories/groups of TFMs on trade (e.g., TFMs related to port
efficiency).

5 Please refer to the relevant ARTNeT country studies in Part II and the accompanying CD-ROM for
reviews of the local/national literature on trade facilitation.

6 WTO (1998) G/L/244; UNESCAP (2002).
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Neither of the two approaches mentioned above allows evaluation of the economic
and trading impact of specific TFMs or instruments, such as those that might result from
a possible future WTO agreement on trade facilitation (although Wilson et al.’s approach
may allow prioritization of trade facilitation capacity building projects across four broad
areas).  Both methods also require large amounts of data not easily available, collected or
made consistent across developing countries.

In addition to these global or regional macro-level studies, a number of micro-level
and country case studies have also been conducted (e.g., Abid Khan, 2004; Nomura
Research Institute, 2004; Keen, 2003; OECD, 2005b).  They highlight the significance of
inefficient trade regulations, documents and procedures in impeding firms in some developing
countries to compete in the global markets, and point to the potentially large benefits
associated with implementation of TFMs to cut customs clearance time and streamline
trade regulations.

While, as mentioned earlier, the definition/scope of trade facilitation (and related
measures) varies widely from study to study and the estimated benefits are very often not
linked to a specific TFM, there is a broad consensus that implementation of TFMs result in
significant welfare and competitiveness gains in both developing and developed countries.7

The documents submitted by WTO members to the Negotiating Group on Trade Facilitation
(NGTF) on their national experience in implementing various TFMs also generally support
this consensus.8

However, the existing literature provides little information on the costs associated
with implementing the various measures discussed.  In a first attempt to address this
issue, OECD conducted a series of country surveys in 2004 and 2005.  Data on
implementation approaches and costs of eleven TFMs selected among those proposed by
WTO members for negotiations was collected in fourteen developing countries (OECD,
2004; OECD, 2005c).  While the OECD cost study does not include any conclusive
quantitative cost estimates for the measures examined, it provides very useful information
on the relative complexity of the various measures examined and some of the major
issues associated with their implementation.  The study focused specifically on implementation
costs for Government and considered the following 4 cost components (1) Regulatory
costs, (2) Institutional costs, (3) Training costs and (4) Equipment/Infrastructure costs
specifically and directly related to a given TF measure.  However, the study notes that

7 The significance of the long-term benefits associated with trade facilitation is also not a controversial
issue among trade policymakers and negotiators, as demonstrated by the spirit in which the WTO
trade facilitation negotiations took place, as well as the constructive discussions that took place during
the OECD Global Forum on Trade Facilitation, held in Colombo, Sri Lanka in October, 2005.  However,
the initial and operational costs associated with TFMs remain of concern to some governments, which
need to decide to what extent they should allocate their very scarce resources to their implementation.

8 Australia, Egypt, Guatemala, Japan, Republic of Korea, Malaysia, Norway, Singapore, Thailand
and others have submitted national experience papers to the WTO NGTF (TN/TF/W/.. series available
at www.wto.org).
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overall implementation costs of specific measures will be affected by the current level of
infrastructure development in each country, which may need to be improved before
a particular TFM can be effectively implemented.

The OECD cost study did not readily attempt to compare costs of various measures
examined.  However, risk assessment, audit-based controls, and special procedures for
authorized persons are identified as the most complex and costly measures, followed by
advance lodgment and processing of data.  In contrast, advance rulings and security for
duties and taxes reportedly have minimal implementation costs.  The study concludes that
the costs of even the most technically demanding measures were by no means large.  It
also observed inter-linkages between various TFMs require the need for a coherent
implementation plan of the TFMs to be included in the negotiations.

The ARTNeT studies build on the existing literature, offering a more detailed picture
of the trade facilitation situation in selected Asian countries and, in particular, the needs
and priorities of the private sector in these countries.  Further insights on the sequencing
and implementation costs of various TFMs are also provided, including on the political
costs of the measures.
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II.  Assessment of trade facilitation measures
implementation in selected Asia-Pacific countries

The information provided in this section is based on the five above mentioned case
studies.  Since the five developing countries studied (Bangladesh, China, India, Indonesia
and Nepal) are from two different subregions and feature very different geographic and
development characteristics, findings have potential implications for many countries in and
outside the Asia-Pacific region.

All researchers conducted their assessment based on a modified version of the
World Customs Organization (WCO) Self-Assessment Checklist submitted to the WTO
Negotiating Group on Trade Facilitation in 2005 (TN/TF/W/16).9  In conducting this
assessment, researchers gathered information from secondary sources (e.g., government
documents and regulations) and, whenever possible, through consultations with relevant
government agencies.  Information was collected, for the most part, between August 2005
and November 2005.  Assessment checklists for all five countries are presented in
tables II.1 to II.5 below.

A.  Measures related to Articles VIII and X

The classification adopted by the WTO Secretariat in its compilation of proposals
(TN/TF/W/43/Rev.) is used to present the assessment results.  The following categories of
measures fall under Articles X, VIII or both:  Publication and Availability of Information;
Time Period between Publication and Implementation; Consultation and Commenting on
New or Amended Rules; Advance Ruling; Appeal Procedures; Advance Lodgment of Data;
Fees and Charges Connected with Importation and Exportation; Border Agency Coordination;
Release and Clearance of Goods; Tariff Classification.  Implementation of measures in
each of these categories is discussed briefly below.

1.  Publication and availability of information

All five country case studies suggest that most of the relevant information is published
and made available in various forms, at least through a State Gazette or various Gazettes
of relevant government agencies (see table II.1).  Most countries have made efforts or
designed policies to improve and expand the dissemination of information.  All governments,
including in the two LDCs studied (Nepal and Bangladesh), appear to make an increasing
amount of information available on the Internet.

9 This shorter version of the WCO self-assessment checklist was developed by the WTO Secretariat.
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Table II.1.  Assessment checklist on publication and availability of information

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP: Nepal

1 Are any of the following
published?

Laws Y Y Y Y Y

Regulations Y Y Y Y Y

Documentary requirements Y Y Y Y Y BD:  Changes

Standard operating practices Y Y Y Y Y BD:  Sectoral

CN:  Usually in newspapers /
Standard processing times Y Y N Y Y ID:  No decision to publish it so far. /

BD:  3 days for PSI.

Specific customs procedures Y Y Y Y Y

Tariff classification Y Y Y Y Y

Valuation Y Y N Y Y
ID:  Provided by local customs office /
BD:  GATT valuation.

Exemptions, prohibitions,
Y Y Y Y Y

BD:  Statutory Regulatory Orders
restrictions (SROs).

Duty & tax rates Y Y Y Y Y BD:  Tariff classification/tax schedule.

Fees and charges Y Y Y Y Y

Administrative arrangements
Y Y Y Y Y

& requirements

Management plans Y Y Y Y N BD:  Strategic development plan.

NP:  Supreme court decisions are

Rulings Y Y Y Y Y
published in Nepal Law Journal, but
decisions of lower level courts are not
published.

Judicial decisions Y Y N Y Y ID:  published by private publishers.

Agreements with other
Y Y Y Y Y

countries

Other? Y
BD:  Nothing verbal; all published;
dispatch is poor.

2 Is relevant customs and
trade related information

Y Y Y Y Y IN:  http://www.beacukai.go.id
made available via the
Internet?
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3 Is relevant customs and
trade related information Y
made available in:

Customs offices Y Y Y Y Y

Embassies Y Y Y Y N
ID:  through website /
BD:  Occasionally sent to them.

Consulates Y Y Y Y N
ID:  through website

BD:  Occasionally sent to them.

Trade missions/offices Y Y Y Y N ID:  through website

Government buildings/offices Y Y Y Y N BD:  Do

Public buildings/offices Y Y Y Y N
IN:  At International Airport and
Seaport / BD:  Do.

Other? Y N
ID:  Private publishing houses bring
out various customs manuals.

4 Is relevant information made
CN:  Some in English / IN:  Bi-Lingual

available in English, French Y Y Y N N
Website (Inde-Eng) still under

or Spanish?
development / ID:  only in English

BD:  Only in Bangladeshi.

5 Does Customs charge for
Y N N Y N

CN:  Not all information are charged /
information provided? BD:  Tk. 20 for particular information.

6 When charges are made, IN:  See answer no. 5 / ID:  Since no
are costs limited to only the Y – N Y charges are imposed hence not
service provided? applicable.

7 Is information relevant to any
CN:  30 days in advance / ID:  Certain

proposed changes or new
legal provisions are not out for

requirements made available
comments / BD:  However,

sufficiently in advance for
Y Y Y N N Customs invites proposals for

interested parties to take
changes from interest groups during

account of them?
December-January period; this offer
closes in February.

8 Does Customs publish all
BD:  Not as such, but seeks new

proposed changes or new
proposal from the stakeholder groups.

requirements in advance of
Y Y Y N N This final decision is up to the

the entry into force?
government.  All changes are informed
during the Budget declaration.

Table II.1.  (continued)

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal
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9 Do stakeholders have the
opportunity to contribute/ CN:  Not in all cases / ID:  Not in all
develop/influence/question

Y Y Y Y Y
cases / BD:  However, the decision is

all proposed changes of new up to the Government whether or not
requirements in advance of to take any proposal into account.
the entry into force?

10 Does Customs invite CN:  Not in all cases / ID:  Not in all
comments from the public cases / BD:  Not as such, but seeks
and trade on all proposed

Y Y Y N Y
new proposals from the stakeholder

changes or new groups.  The final decision is up to the
requirements in advance of Government.  All changes are informed
the entry into force? during the Budget declaration.

11 Has Customs established
information services such as:

Client/help desk Y Y Y Y Y
IN:  Help centres have been
established.

Enquiry point Y Y Y N Y

Customer/trader contacts Y Y Y N Y

Call center Y Y Y N Y

Other? Y IN:  Watch Dog Committees exist.

Source: ARTNeT Working Papers No. 4, 5, 8, 9 and 10; www.artnetontrade.org

Table II.1.  (continued)

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal

However, information in most countries is available only in the local language (e.g.,
in Bangladesh) with some countries making some information available in English (e.g.,
China plans to have all relevant information in English by 2020).  The amount and types of
information published and available appear to be substantial in all countries, but efforts
appear to be needed in making this published and available information more easily
accessible to all.

As pointed out in the Indonesian study, publication and availability of information
may vary since trade regulations come from different government agencies (e.g., Customs,
Ministry of Finance, Ministry of Trade, Ministry of Transportation), each with its own information
dissemination policies, channels and practices.  This highlights the need to establish
a single trade related policy and regulation platform, preferably internet-based.
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2.  Time period between publication and implementation

Many of the country studies report problems in this area (see table II.1).  Bangladesh
Customs appears not to publish all relevant information or regulatory changes in advance
of their entry into force.  In India, entry into force generally starts after online publication on
the relevant agency’s website – which is almost instantaneous, but often long before paper
publication of regulations.  The laws in Bangladesh, Nepal, and Indonesia reportedly do
not specify a set time period between publication and implementation.  However, a grace
period of at least 30 days is reported between adoption of a new regulation and its
implementation in Indonesia.  A minimum 30-day period between publication and enforcement
appear to be generally enforced in China.

3.  Consultation and commenting on new or amended rules

Key government agencies involved in trade facilitation appear to have some
consultation with the private sector, even if the consultation process is not institutionalized.
The public-private sector consultation mechanism on trade facilitation seems to be most
institutionalized in Nepal and least in Indonesia.  While the private sector is often – but
generally not systematically- given opportunities to comment on proposed changes and
amendments, as reported in the cases of China and India, joint public-private development
of trade facilitation mechanisms is not common place.  In Bangladesh, the Customs
Authority invites proposals for new or amended rules from private sector and other interested
parties every year between December and January.  However, the Government retains
sole authority to accept or reject any proposal.

4.  Advance ruling

Many countries provide some advance ruling facilities, with the exception of Nepal
(see table II.2).  In Indonesia, legally binding advance rulings on valuation is sometime
provided (valid for a period of 6 months) and an electronic application system for determining
goods classification has been made available to traders.  In India, an Authority for Advance
Rulings started functioning in April 2003 but its activities have been limited.  India and
China are however equipped and do provide some binding rulings on valuation and
classification.  Given the reported existence of binding ruling systems in many of the
countries examined, the reluctance of some developing countries in negotiating on advance
ruling as part of Article X may not be fully warranted.

5.  Appeal procedures

Appeal procedures exist in all countries studied but vary from one country to
another (see table II.2).  China, Indonesia and India do not generally allow for goods to be
released in the event of an appeal.  In Bangladesh and Nepal, release of goods is possible
as long as a security deposit equal to the amount of import duties being appealed is paid.
While, in most countries, traders have multiple channels of appeal (internal and external
appeals), the procedures are often complex, time consuming and expensive.  The number
of pending cases in India appears problematic while in Nepal, the number of cases is
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Table II.2.  Assessment checklist on rulings and appeals and review

Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal

Rulings

12 Does a system exist of
national legislation
establishing appropriate Y Y Y Y Y ID:  Tribunal (CEST) is in place.
provisions for binding rulings
by Customs?

13 Does national legislation
provide for Customs to

Y Y N Y N
ID:  There are several cases pending

furnish rulings within for long.
a specified period?

14 Are ruling processes
NP:  Only for certain activities and

established with specific Y Y Y Y Y
only in DoC.

time limits?

15 Do ruling procedures provide
the opportunity for appeal

Y N Y Y Y
BD:  The Commissioner (Appeal), and

with review and/or judicial the Customs Tribunal are in place.
process

16 Does the administration
provide binding rulings for:

Valuation Y Y Y Y N

Classification Y Y Y Y N

Origin Y N Y Y N

Other Customs purposes? Y Y Y N

Appeals and Review

17 Are internal appeal and
review mechanisms Y Y Y Y Y
established?

18 Are internal appeal and
review mechanisms Y Y Y Y Y
independent?

19 Are provisions established for
Y Y Y Y Y

an initial appeal to Customs?

20 Are provisions established
for a further appeal to an

Y Y Y Y Y
authority independent of
Customs?
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suspiciously low due to the cost of the appeal process and the fear of retaliation from
customs officials.  In Indonesia, the Director General of Customs is bound to make
a decision within 60 days.  If the claimant disagrees with the Customs decision, external
appeal is possible but time limits for a decision at this level do not exist.  This is true for
most other countries studied.

6.  Advance lodgment of data

Systems for advanced lodgment of data generally exist but are still at a very early
stage of development in many of the countries examined.  However, some efforts are
on-going even in the LDCs studied, with pilot systems available in Bangladesh and Nepal
(see table II.3).

7.  Other measures to enhance impartiality and non-discrimination

In the three large countries studied, progress in the development of computerized
and automated customs control systems is expected to enhance impartiality and reduce
discretion of customs officers (see table II.3).  For example, in India, the proposed Risk
Management System (RMS), which was expected to cover all the Electronic Data Interchange
(EDI) points by the end of 2005, is designed to considerably reduced the discretion of
customs officers.  In Indonesia, the Ministry of Finance has issued a Decree on Codes of
Ethics and conduct for Customs officials and an enforcement committee has been established.
Sanctions towards all illegal actions are clearly stipulated in the Decree.

21 Are provisions established ID:  There is a quasi judicial authority
for a final right of appeal to Y Y Y Y Y in place / BD:  May go to the Supreme
a judicial authority? Court.

22 Do appeal processes have
Y Y N Y Y BD:  Three months to 1 year.

specific time limits?

23 Are goods released pending
ID: It is being considered to release

the outcome of an appeal?
N N N Y Y goods at least in case of accredited

traders.

24 Is a security or other form of
Y Y Y Y Y

BD:  Bank guarantee or Commercial
guarantee required? undertaking.

Source: ARTNeT Working Papers No. 4, 5, 8, 9 and 10; www.artnetontrade.org

Table II.2.  (continued)

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal
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Table II.3.  Assessment checklist on customs management and
systems and procedures

Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal

Management

25 Are systems in place to
monitor and evaluate the

IN:  Code of Conduct Committee at
performance of Customs Y Y Y Y Y

Department of Finance.
against established
standards and/or indicators?

26 Are training programmes
BD:  The Customs Training Academy

established for customs Y Y Y Y Y
provides such courses along with

clearance procedures
refresher courses.
NP:  Not adequately.

27 Are all customs staff given
Y Y Y N Y NP:  But not specifically on integrity.

training on integrity matters?

ID:  There is a Citizen’s Charter in
28 Has a Code of Conduct/Code place.  However, India is not in favour

of Ethics been developed
Y Y Y N Y

of including it in WTO.
and implemented by BD:  Nothing formal; only the Service
Customs? Rule for the Civil Servants in

Bangladesh is followed.

Questions on Systems and Procedures

IN:  Using Electronic Data Interchange
29 Is the customs automated? Y Y Y Y Y (EDI) / BD:  As part of the

ASYCUDA++ / NP:  But not fully.

30 Is electronic filing of entry
Y Y Y Y N

BD:  The Direct Trader Input (DTI)
documents provided for? system.

CH:  Through many projects, such as
the “Fast Customs Clearance” and

31 Do Customs and other “Electronic Ports” / IN:  For data
agencies share information Y Y Y Y N statistic purpose with Department of
electronically? Trade not as a Single Window

System / ID:  It is happening only
partially / BD:  In CD format.

32 Are pre-arrival clearance
IN:  Using Pre-Notification facility /

procedures used?
Y Y Y N N BD:  Pre-arrival assessment is done;

not clearance.
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IN:  Granted to authorized importers

33 Does the administration grant
(priority channel) and under certain

immediate release/clearance
customs facilities such as rush

procedures to any category
Y Y Y Y N handling, express consignment

of goods?
except for restricted goods /
BD:  Petroleum, and perishable goods
such as rice, sugar, wheat etc.

34 Does the administration
specify a minimum
value/minimum amount of

Y N N Y N BD:  Specific Rate of Duty.
duties and taxes below
which no duties and taxes
will be collected?

IN:  Decree of Director General of
35 Do you have separate Customs and Excise

expedited procedures for
Y Y N Y N

(No. KEP-78/BC/1997 juncto
express consignment KEP-83/BC/2002) / BD:  Petroleum,
shipments? and perishable goods such as rice,

sugar, wheat etc.

36 Can data be submitted prior
Y Y Y Y Y

to arrival of the goods?

37 Can goods be released prior IN:  Using simplified procedure for
to completion of all Y Y N Y N authorized importers on priority
clearance formalities? channel / BD:  Partly.

IN:  Decree of Director General of
38 Do you have weight or value Customs and Excise

restrictions for express Y Y Y Y N (No. KEP-78/BC/1997 juncto KEP-83/
consignment shipments? BC/2002) / ID:  Weight restrictions /

BD:  Tariff value for Petroleum.

39 Does the administration use ID:  Under implementation /
risk analysis to determine

Y Y N N N
BD:  Parametres are there; but partly

which goods should be implemented / NP:  Just initiated on
examined? trial basis in selected customs.

40 Do customs control systems
ID:  Under implementation /

include audit based controls?
Y Y Y Y Y BD:  Partly done / NP:  Just initiated on

trial basis in selected customs.

Table II.3.  (continued)

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal
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8.  Fees and charges connected with importation and exportation

GATT Article VIII requires that “All fees and charges of whatever character (other
than import and export duties and other than taxes within the purview of Article III) imposed
by contracting parties on or in connection with importation or exportation shall be limited in
amount to the approximate cost of services rendered and shall not represent an indirect
protection to domestic products or a taxation of imports or exports for fiscal purposes.”
While countries may be in broad compliance with this requirement (see table II.4),
a detailed assessment is difficult to conduct given the wide number of fees charged by
various agencies and organizations in connection with importation and exportation (e.g., in
China or Nepal), not to mention the difficulties associated with estimating the cost of
services provided.

Some of the countries appear to be charging ad-valorem fees (i.e., fees that are
proportional to the value of the shipment or invoice), which rises some questions since fee
amounts should be linked to cost of services rendered rather than cost of goods imported
or exported.  That said, the country studies suggest that, while some of the official fees
may sometime be excessive, the problem lies more in traders being charged ad-hoc illegal
additional fees in practice.

41 Does the Customs
administration authorize
persons with an appropriate

Y Y Y N N ID:  Under implementation.
compliance record for
simplified and special
procedures

42 For authorized persons,
can goods be released on
the provision of minimum
information with full

Y Y N N
clearance being finalized
subsequently/can goods be
cleared at the declarant’s
premises

Source: ARTNeT Working Papers No. 4, 5, 8, 9 and 10; www.artnetontrade.org

Table II.3.  (continued)

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal
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9.  Formalities connected with importation and exportation

Significant efforts have been made in streamlining trade documents and their
processing, including in China, Bangladesh, India and Indonesia.  Most studies report that
trade related documents have been aligned using the United Nations Layout Key for trade
documents.  A number of WCO instruments, including the harmonized system of tariff
classification (HS), as well as parts of the WCO revised Kyoto Convention have also been
implemented – even if only China and India are contracting parties of that convention
(as of 31 March 06).  The use of these international standards is sometime prompted by
the introduction or development of electronic or automated customs and trade document
systems (e.g., in Bangladesh).10

Table II.4.  Assessment checklist on fees and charges

Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal

CN:  Usually such information is free.
43 Does the administration For those information which needs to

charge for the provision of Y N N Y N be processed and classified, it is
information to the trade? charged. / ID:  It is freely available /

BD:  Tk. 20 per information.

IN:  Customs User Fee called PNBP =

44 Do fees for customs
Penerimaan Negara Bukan Pajak

processing reflect the cost Y Y N N Y
Does not arise / NP:  No fees are

of services rendered?
charged other than duties and taxes.
Refers fees charged by different
agencies to issue GSP.

45 Are fees published? Y Y Y Y

the amount? Y Y Y Y

time due? Y Y Y Y

entity assessing the fee? N Y Y Y

how payment can be made? Y Y Y Y

46 Are fee amounts published
N Y N Y N

on the internet?

Source: ARTNeT Working Papers No. 4, 5, 8, 9 and 10; www.artnetontrade.org

10 All countries examined have implemented or, in the case of Nepal, are preparing to implement, the
WTO Customs Valuation Agreement.
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China, India and Indonesia have EDI systems in place and Bangladesh is leapfrogging
to single administrative document (SAD) as part of its implementation of ASYCUDA++.
Although ASYCUDA and SAD have also been introduced in major Customs offices in
Nepal, 11 documents are still needed for exports and 20 for imports.  Nepal also requires
that a letter of credit be open for every import transaction above USD 30,000.

10.  Border agency coordination

Pilot projects and committees to improve border agency coordination have been
launched and established, respectively, in all the countries examined.  However, most
studies point to coordination among agencies as an area where significant improvement is
still needed.  In particular, they point to the need for more coordination between Customs
and the many other agencies involved in regulating imports and exports.

The China study reports significant progress in this area since implementation of
a “Fast Customs Clearance” system initiated in 2001 and involving the development, at
major ports, of Electronic Port Platforms connecting 12 to 16 government agencies with
each other and to traders and banks.  Steps have also been taken to improve coordination
at the regional level to facilitate movement of goods across regions of China.

One issue raised it that of duplication of physical examination of shipments by
different agencies, resulting in delays in clearance.  Simultaneous examinations by officers
from all relevant agencies and/or transfer of authority among staff of different agencies
(whenever feasible) are two possible solutions mentioned in the reports.

Another issue that seem to emerge from the studies is the gap between the
information systems and overall resources of Customs relative to those of units involved in
regulating imports and exports in other government agencies.  While Customs have been
reformed and their IT systems upgraded in many countries, those of other agencies may
not have, creating bottlenecks.

11.  Release and clearance of goods

As mentioned earlier, most countries examined have launched trade facilitation
initiatives, many of which aimed at shortening release and clearance time.  Most reports
point to investment in infrastructure and ICT as the key to more efficient release and
clearance, as in the case of China.  The Nepal study also suggests that one of the main
reasons for delay in customs clearance is that customs houses are not equipped with the
modern tools of examination and the technical manpower they need.

In Bangladesh and Nepal, although SADs have been introduced as part of the
implementation of ASYCUDA, clearance still requires an often long list of paper documents
– ranging from 11 for a Nepalese exporter to 20 for a Nepalese importer.

Risk management principles have been applied in all countries, but the level of
implementation varies greatly across countries (see table II.3).  Risk assessment systems
often exist at major ports and/or border crossings, but systems do not appear to be in
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place nationwide in most of the countries studied.  The Indonesian study provides
a relatively detailed description of the risk assessment system in that country, indicating
that the development of the database on which the current risk management system is
based began in 2002.  China aside, implementation of risk management systems in other
countries studied has been slow.  In Nepal, only one customs office has a risk assessment
system in place.  Post clearance audit, typically implemented as part of a risk management
programme, has also been introduced only recently there.  In India, Customs has launched
a risk management system (RMS) on a limited basis at select customs ports.  Based on
data from the EDI and other electronic trade documentation systems, ‘Star Performers’ are
to be identified, depending on their creditability and goodwill.

Express consignment clearance systems are in place in Indonesia as well as at
9 major customs offices in China.  Other countries also have simplified or rapid clearance
systems, although these systems are sometime limited to shipments of perishable products
and a few other product categories, as in the case of Bangladesh (e.g., petroleum products,
relief goods).  Importers can secure faster clearance of their good by making a security
deposit with Customs in advance of the arrival of the goods.  However, this option is
generally not available in Nepal, except for certain raw materials.  The WCO revised
Kyoto Convention and related guidelines appear to be used as references in most countries
studied, even when the countries have not ratified the Convention.

12.  Tariff classification

The WCO Harmonized Commodity Description and Coding System, generally referred
to as “Harmonized System” or simply “HS”, is the 6-digit coding system that forms the
basis for tariff classification in all countries studied – Nepal, while not a contracting party to
the related WCO convention, did adopt the nomenclature.  However, countries, or institutions
within countries, may not use or interpret the HS nomenclature in exactly the same way,
as is the case in India, for example.  Countries also breakdown 6-digit level tariff lines into
non-standard 8-digit to 10-digit tariff lines to refine the classification.

A major issue emerging from the study is the large number of misclassification
(e.g., over 30 per cent in India) resulting from differences in interpretation of the nomenclature,
attempts by traders to declare under tariff lines with lower rates, but also attempts by
customs officers with often large discretionary powers to extract rent, as in Nepal.  China
has recently launched an Advance Classification Ruling System, including publication of
rulings, to address discrepancies between classification of same goods depending on the
time and place of classification.

B.  Measures related to GATT Article V

GATT Article V addresses matters related to goods in transit, including non-
discrimination of transit goods, disciplines on fees and charges, disciplines on transit
formalities and documentation requirements, and improved coordination and cooperation
amongst authorities and with the private sector.
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Except for Indonesia, none of the countries studied are contracting parties to
international transit agreements such as the TIR convention (China and India are parties
to the ATA Carnet convention for temporary imports of goods into foreign countries).
However, many of them are parties to bilateral transit agreements, each with their specific
rules and systems (see table II.5).  Many countries seem to be concerned that facilitating
transit will result in some transit goods being sold illegally in the transit country.  For
example, Bangladesh is concerned that facilitating the transit of Indian goods through its
ports will result in a flood of Indian products into the country.  At the same time, Bangladesh
has taken steps to facilitate transit of goods from Nepal and Buthan, two landlocked
countries of the South Asian subregion.  These steps have included negotiations of transit
agreements and improvement in the transport infrastructure between the three countries.

The Nepal study finds that, while a transit agreement is in place between India and
Nepal, clearance of goods at Indian ports remain very lengthy and port operators do
discriminate when charging service fees on Nepalese or Indian shipments.  Other issues
mentioned include the lack of harmonization (alignment) of Indian and Nepalese trade/
transit documents and the fact that shipments in transit are subjected to regulations
established by both the central Government of India and local state governments.  Nepal
itself has no legal provisions for transit goods given the absence of declared transit traffic
at this time.

While the India study confirms that no duty or taxes are charged by India on transit
goods, it recognizes that some local governments might impose unofficial fees.  The
importance of correct application and interpretation of regulations and conventions is
highlighted by the fact that, in India, since no fees or charges are supposed to be imposed
on transit goods, shipments in transit are not allowed to be cleared during holidays and
weekends, when overtime charges apply.  Other issues identified in the India study are the
lack of simplified transit procedures for authorized consigners and the lack of risk assessment
mechanisms for transit goods, both of which are not covered in bilateral transit agreements
currently governing transit among South Asian countries.  Poor or lack of infrastructure to
facilitate transit is mentioned in all the studies.
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Table II.5.  Assessment checklist on measures related to freedom of transit

Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal

General

47 Have international transit
Y Y Y N

systems been implemented?

48 Have regional transit
Y N N N

systems been implemented?

49 Is the customs territory
N N N N Y

a landlocked country?

50 Are transit corridors
established within the Y Y Y N
customs territory?

IN:  Confirmation is needed with

51 Are transit routes prescribed? Y N Y Y
Department of Transportation /
NP:  India Nepal transit traty has
prescribed transit route for Nepal.

52 Are transit routes agreed in
IN:  Confirmation is needed with

consultation with trade Y N N N
Department of Transportation /

operators?
ID:  The consultations are at the
bilateral government level only.

53 Is abuse of the customs
transit system a concern in Y Y Y Y N
the customs territory?

54 Is a strict route stipulated for
Y N N N

IN:  Confirmation is needed with
all high risk goods? Department of Transportation.

55 Is customs escort required
Y N N N

for all high risk goods?

56 Are time limits imposed for
Y N N N

ID:  As there are no roads so
transit goods? connectivity is poor.

57 Are current border posts and
customs offices suitably
located for effective transit

Y Y Y N
operations within the
customs territory?

58 Are operating hours
coordinated with other Y Y Y
customs administrations?
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59 Are controls and
responsibilities at border

Y Y Y
ID:  It is largely at level of army and

posts coordinated with other BSF.
border agencies?

60 Are controls and
responsibilities at border

ID:  However, with automation this may
posts coordinated with other Y Y N

improve the ground situation.
country’s customs
administrations?

Documentation

61 Is a Goods declaration
NP:  Not applicable as Nepal is not

required for all goods in Y Y Y
transit country.

transit?

62 Is a standardized customs
NP:  This document is used for goods

transit declaration/document Y Y Y Y
moving via India.

in use?

63 Have documentary
requirements for transit

Y N N
NP:  Not applicable as Nepal is not

coordinated with other transit country.
border agencies?

64 Are documentary
requirements for transit

Y N N
NP:  Not applicable as Nepal is not

coordinated with other transit country.
border agencies?

65 Are simplified transit
ID:  So far, it is only with Bhutan /

declarations in use?
Y Y Y NP:  Not applicable as Nepal is not

transit country.

Securities and Guarantees

66 Are goods in transit relieved
ID:  In some cases traders face octroi,

of the payment of duties and Y Y N
imposed by local authorities at state

taxes?
level / NP:  Not applicable as Nepal is
not transit country.

67 Are any fees and charges ID:  On holidays overtime is charged /
levied in connection with Y N N NP:  Not applicable as Nepal is not
customs transit? transit country.

Table II.5.  (continued)

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal
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68 Has an international
ID:  Mutual guarantees are provided

guarantee system been Y N N
by national governments /

implemented?
NP:  Not applicable as Nepal is
not transit country.

69 Are securities and/or
ID:  Only in case of sensitive

guarantees required for all Y N Y
commodities as declared by

goods in transit?
Government of India.  As of now there
are 8 such commodities.

70 Are cash deposits required
N N N

NP:  Not applicable as Nepal is not
for goods in transit? transit country.

71 Are securities and/or
guarantees discharged as

Y N Y
NP:  Not applicable as Nepal is not

soon as the obligations have transit country.
been fulfilled?

Examination

72 Are examinations for goods
in transit based on the

Y Y N
ID:  Currently, there is no scope for it

application of risk in the bilateral treaties.
assessment?

Authorized Trades

73 Are simplified procedures
established for authorized

Y N Y
ID:  It is same for all.  However,

consignors involved in the government is working to implement it.
transit procedure?

Seals and Fastening

74 Are seals and identification
marks affixed by foreign

Y N Y
NP:  Not applicable as Nepal is not

Customs accepted for transit country.
customs transit operations?

Source: ARTNeT Working Papers No. 4, 5, 8, 9 and 10; www.artnetontrade.org

Table II.5.  (continued)

 Response
Comments

(Y = Yes; N = No)

C I I B N CN:  China / IN:  Indonesia / ID:  India /
N N D D P BD:  Bangladesh / NP:  Nepal
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III.  Private sector surveys of needs and priorities

Exploratory private sector surveys were conducted in all five countries to assess
their trade facilitation needs and priorities.  The survey instrument consisted of two main
sections:  Part I assessed the private sector perception of the level of implementation of
various trade facilitation measures related to Articles V, VIII and X in their own country;
Part II asked private sector respondents to prioritize selected trade facilitation measures
for implementation.  The survey also identified the four trade facilitation related areas in
which private sector respondents faced the most problems.11

Sample size and selection vary across the five country case studies, as some of
the team members chose to administer the questionnaire through phone or face to face
interviews rather than by mail.  However, most country teams relied on small random
samples stratified by sectors (e.g., primary products, manufactured goods) or by types of
activities (e.g., freight forwarders, exports manufacturers, international courier services).
Responses from a total of 218 companies in the five countries studied were collected –
seventy three (73) in Bangladesh, thirty two (32) in China, fifty one (51) in India, eighteen
(18) in Indonesia, and forty four (44) in Nepal.  Response rates ranged from about 5 per
cent for the self-administered mail survey in India to 72 per cent for the interview-based
survey in Indonesia.

A.  Perceived level of implementation of Articles V, VIII and X

Table III.1 summarizes the responses of the private sector companies to various
statements related to the level of implementation of Articles V, VIII and X in their own
country.  Statements are grouped depending on whether they relate to Articles VIII and X,
or to Article V, and are ordered based on the extent to which private sector respondents
agree (or disagree) with them.  While the averages should not be compared across
countries as interpretation of scales may vary depending on cultural and other factors,
rankings of the various measures in terms of implementation within countries and across
the sample of countries studied are of interest.

Across the five countries, private sector respondents tend to slightly agree that
relevant trade and customs procedures and regulations are publicly available and easily
accessible, although information about changes in regulations and procedures may not be
communicated promptly and conveniently to the public in Bangladesh and, to a lesser
extent, in Indonesia.  The private sector also agrees that computerization and automation
of customs and trade procedures have noticeably reduced average time of clearance,
except in Nepal, while also expressing that (a) irregular and arbitrary payments are often
required to expedite release of goods from Customs (with the singular exception of China)
and that (b) documentation requirements for import/export are excessive and time consuming
(with the exception of Indonesia).

11 The survey instrument template is available on the companion CD-ROM.
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Table III.1.  Perceived level of implementation of GATT Articles V, VIII and X
by the private sector in selected countries

(7:  Strongly agree; 6:  Agree; 5:  Slightly agree; 4:  No opinion;
3:  Slightly disagree; 2:  Disagree; 1:  Strongly disagree)

Overall
Bangladesh China India Indonesia Nepal

Average

Articles VIII & X (Transparency

and Fees & Formalities)

Relevant trade and customs

procedures and regulations are
4.8 3.4 5.1 5.4 4.9 5.3

publicly available and easily

accessible

Computerization and automation

of customs and trade procedures
4.7 4.2 5.8 5.0 5.6 3.0

have noticeably reduced average

time of clearance

Penalties and fines for minor

breaches of customs regulation
4.4 3.3 5.6 4.3 4.3 4.3

(e.g., due to typing mistakes)

are small and reasonable

Information about changes in

regulations and procedures are
4.3 3.1 4.5 4.9 3.6 5.3

made available promptly and

conveniently to the public

It is easy to submit required trade

documentation to trade/customs 4.3 3.1 3.9 4.3 5.4 5.0

authorities for approval

A formal and effective private

sector consultation mechanism

exists, which allows traders to

comment on proposed changes 4.0 3.7 4.6 4.0 3.4 4.3

to regulations and procedures

before they are issued and

implemented.

On average, fees and charges

levied on export and import are

reasonable (i.e., are limited to 4.0 3.4 4.3 4.0 3.3 5.0

the cost of services rendered

by the authorities)

An independent system to appeal

trade and/or customs authorities’
3.9 2.6 3.6 4.4 4.2 4.6

decisions is available and operates

effectively
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An effective advance ruling system

is in place, which allows the

importer, in advance of trade,

to obtain binding rules in certain 3.8 4.1 4.4 4.0 5.1 1.3

specific areas (e.g., tariff

classification, customs valuation,

origin)

Laws, regulations and judicial

decisions are applied in a uniform, 3.4 2.7 4.5 3.9 2.7 3.3

impartial, and reasonable manner

Documentation requirements for

import/export are NOT excessive 3.3 1.9 2.9 3.3 4.4 4.0

and time consuming

Irregular and arbitrary payments

are NOT often required to expedite 3.2 1.8 5.9 3.6 3.2 1.4

release of goods from customs

Article V (Transit related)

Vehicles in transit are allowed

to use the most convenient 5.1 4.3 6.0 4.8 4.3 6.0

routes to their destination

The treatment of goods and vehicles

in transit is non-discriminatory

(i.e., imported goods are not 5.0 4.1 5.8 4.7 4.3 6.0

discriminated based on origin

and/or destination)

Regulation and procedures for

goods in transit are clearly 4.4 3.4 4.3 4.2 3.9 6.3

defined and widely available

Goods in transit are NOT subject

to unreasonable transit duties or 4.1 3.3 4.9 4.6 3.8 4.0

transit charges

Source: Compiled and adapted from ARTNeT Working Papers No. 4, 5, 8, 9 and 10;
www.artnetontrade.org

Table III.1.  (continued)

Overall
Bangladesh China India Indonesia Nepal

Average
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Table III.2.  Private sector priority ranking of selected
trade facilitation measures (1:  Highest priority)

Trade Facilitation Measures
Overall Bangladesh China India Indonesia Nepal

Ranking Ranking Ranking Ranking Ranking Ranking

Elimination of bribery and other

corrupt practices of officials
1 1 1 1 2 1

involved in the clearance and

release of imported goods

Improvement of coordination

between relevant agencies,

particularly on document

requirements, e.g., through the 2 3 3 4 2 4

establishment of a single window

for one-time submission and

collection of all trade documents

Timely and comprehensive

publication and dissemination of
2 6 4 4 1 1

trade rules and regulations

(e.g., through the Internet)

Computerization and automation

of trade procedures, e.g., online

submission and approval of
4 6 4 2 5 6

customs declarations, cargo

manifests, including electronic

payment of fees and customs duties

Harmonization and standardization

of documentation requirements 5 4 8 8 4

based on international standards

Reduction and simplification of the

documentation requirements for 6 1 7 3 6

import and export procedures

Improvement in customs inspection

and control procedures,

e.g., systematic use of risk analysis

to determine which goods should be
7 6 7 4 10 6

examined, clearer criteria for

“green” and “red” channels and

special channels for authorized

traders and express shipments
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Establishment (or improvement

in the effectiveness) of an advance

ruling system, which allows the

importer, in advance of trade,
8 4 10 8 1

to obtain binding rules in certain

specific areas (e.g., tariff

classification, customs valuation,

origin)

Beginning and, if possible,

completing clearance of goods

before they have arrived physically
9 9 2 4 9

in the customs territory (based on

advance submission of good

declaration and other documents)

Establishment (or improvement in

the effectiveness) of a consultation

mechanism through which traders 10 4 7 6

can provide inputs on proposed new

or amended rules and regulations

Establishment (or improvement in

the effectiveness) of enquiry points 9 9 2

and/or call centers for up-to-date

information on trade procedures

Establishment (or improvement in

the effectiveness) of an appeal

mechanism outside of the authority 5 10 9

of customs or related agencies for

traders to dispute customs and

other authorities’ decisions

Separating release from clearance

procedures, i.e., allowing goods to

be released before all clearance

formalities have been completed 7

(this may be subject to providing

a financial guarantee to customs

and/or post-release audit)

Implementation of international and

regional transit systems based on

international standards and practices

Source: ARTNeT Working Papers No. 4, 5, 8, 9 and 10; www.artnetontrade.org

Table III.2.  (continued)

Trade Facilitation Measures
Overall Bangladesh China India Indonesia Nepal

Ranking Ranking Ranking Ranking Ranking Ranking
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Table III.1 also highlights disparities across countries.  For example, there is strong
disagreement that an effective advance ruling system is in place in Nepal, but the advance
ruling system in Indonesia receives favorable ratings.  Also, the private sector in Bangladesh
seems particularly dissatisfied with the implementation of almost all measures related to
transparency, fees and formalities related to importation and exportation (Articles VIII
and X) considered in the survey, while Chinese private sector ratings tend to be positive,
except in terms of documentation requirements and the existence of an independent
appeal mechanism.

B.  Private sector priorities

Table III.2 summarizes how private sector respondents in each of the countries
studied prioritize fourteen trade facilitation measures mainly related to Articles VIII and X.

Elimination of bribery and other corrupt practices of officials involved in the clearance
and release of imported goods is given top priority in all the countries.  Improvement of
coordination between relevant agencies, particularly on documentation requirements, e.g.,
through the establishment of a single window for one-time submission and collection of
trade documents, is also given very high priority in all the countries.  Timely and
comprehensive publication and dissemination of trade rules and regulations (e.g., through
the Internet) is the highest priority in Indonesia and Nepal, while reduction and simplification
of the documentation requirements for import/export is the highest priority in Bangladesh.

Beginning and, if possible, completing clearance of goods before they arrive
physically in the customs territory is a priority for the Chinese private sector and, to
a lesser extent, for India, but not for the other countries.  Establishment of enquiry points
receives high priority in Indonesia, but not in other countries.  Establishment of an advance
ruling system is a top priority for the Nepalese private sector.  Interestingly, establishment
of a consultation mechanism through which traders can provide inputs on proposed new or
amended rules and regulations, or improvement in customs inspection and control procedures
through risk analysis and authorized traders channels are relatively low priorities in most
countries.

C.  Key problem areas for trade facilitation

Table III.3 highlights the 4 trade facilitation areas/issues that are identified as most
problematic by the private sector respondents.  Inspection and release of goods and tariff
classification are identified as two of the top four problem areas that may be addressed
within the scope of the current WTO negotiations.

The areas and issues identified go beyond the current scope of the WTO trade
facilitation negotiations.  In particular, customs valuation, which is not part of the negotiation,
is ranked as the most, or second most, problematic issue by the private sector in all
countries surveyed.  Technical or sanitary requirements is ranked as the fourth most
problematic area overall, and as the most problematic area by the Chinese respondents.
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Table III.3.  Most problematic areas in conducting trade

Overall Bangladesh China India Indonesia Nepal

Ranking Ranking Ranking Ranking Ranking Ranking

Customs valuation 1 1 2 1 3 2

Inspection and release
2 2 6 2 2 1

of goods

Tariff classification 3 3 5 3 4 3

Technical or sanitary
4 7 1 7 5 4

requirements

Payment of fees and
5 6 4 6 1 n.a.

penalties

Obtaining an import
6 5 3 5 6 n.a.

license

Submission of
7 4 6 4 7 n.a.

documents for clearance

Identification of origin of
8 8 8 8 8 n.a.

the goods

Source: Compiled and adapted from ARTNeT Working Papers No. 4, 5, 8, 9 and 10;
www.artnetontrade.org
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IV.  Implementation costs of trade facilitation

Estimating the cost of implementation of selected trade facilitation measures is
a difficult exercise.  Indeed, trade facilitation measures are typically implemented either as
part of larger reform efforts or as part of continuous reviews and improvements of rules
and procedures of customs and other, often numerous, agencies, each with its own
budget and resources.  In addition, the political dimension of trade facilitation and its
potential impact on rent seeking by groups of government officials can also add significantly
to the cost and time necessary for full implementation of a given trade facilitation measure.

Aside from political costs, trade facilitation implementation costs may include
legislative/regulatory costs, institutional costs (e.g., for the establishment and operation of
a national trade facilitation committee or enquiry point), human resource training costs
(e.g., training of customs officers on conducting post-clearance audits) and infrastructure
costs (e.g., hardware and software needed for establishment of an electronic trade
documentation system).

After highlighting selected quantitative information from the country case studies,
a summary of the results of an international expert survey on the implementation costs of
selected trade facilitation measures, and their sequencing, is presented.

A.  Selected quantitative information from country
case studies

Research team members reported major difficulties in obtaining relevant cost
estimates, budget breakdowns and related information from Customs and other government
agencies involved in implementing trade facilitation measures.  Selected information from
each of the country studies is reported here.  However, numbers and estimates provided
below should be taken as indicative at best.

India

• Trade and legal reforms are on-going in India.  In addition, key institutions
and regulatory authorities in charge of these reforms are in place, such that
legislative and regulatory costs of trade facilitation are expected to be low.

• USD 0.80 million was allocated for the introduction of self-assessment based
risk management system and post clearance audits for low risk importers
and exporters.

• The growth of a Certifying Authority under the purview of Customs to issue
relevant digital signature certificates to facilitate and secure the exchange
and processing of electronic trade documents will require 32 additional posts
in addition to the existing 4.
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• No specific estimate is provided on the cost of publications of relevant rules
and regulations on the Internet and through other means.  However, costs
related to enhancing publications and their availability online are expected to
be minimal.

• Training costs are not available as they are typically part of regular budgets.
In addition, some staff do take part in trainings outside the organization
(e.g., sponsored or organized by the World Bank or other international
organizations).

• Equipment/infrastructure costs related to trade facilitation represent up to
90 per cent of the minimum costs for improving compliance with Articles VIII
and X, and more for Article V.  Included are development of web-based
applications, consolidation of existing and proposed IT infrastructure, additional
testing facilities and electronic cargo scanning machines at border points.

• Planned trade facilitation expenditures related to Articles VIII and X for an
18 month period, over and above regular budgets which include training and
publication costs, and including the above mentioned equipment/infrastructure
costs as well as a separate World Bank project to upgrade and establish
additional laboratories amount to almost USD 70 million.  Planned expenditures
associated with enhancing transit amounts to less than USD 5 million earmarked
for improving equipment and transit related infrastructure, over and above
the existing customs and other agencies regular budgets.

Bangladesh

• A project aiming to reform and simplify customs procedures, shift to
post-entry audit for warehouse imports, increase private sector involvement
in the process of export reform through training and publication, and to introduce
electronic information and risk management systems was undertaken in 1999.
The budget for the 3-year phase was USD 9.61 million.

• A 3-year Trade Facilitation Project for the Chittagong Port is expected to be
implemented in the near future at a cost of USD 41.3 million, to be shared by
ADB and the Government of Bangladesh, namely, the Customs House of
Chittagong, the Chittagong Port Authority and the Roads and Highways
Department.  No details on the hard and soft infrastructure components of
the project are available in the case study.

Nepal

• The study provides very crude estimates of the expected cost for the
Government to introduce trade facilitation measures, based on limited
information available from the budget of the three year Customs Reform Plan
as well as a number of inland clearance depot projects.  The overall cost
estimate of USD 34 million given includes extension of inland clearance
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depots (USD 25 million), computerization of customs offices, training of
government and private sector, improvement in governance, introduction of
advance ruling system and related administrative reform (USD 1 million) and
improvement of physical facilities in customs.  Much needed technical assistance
from donor and international agencies are not included in this estimate.

China

• No significant regulatory and institutional costs are expected in China, given
the major reforms that have taken place in the area of trade and customs
over the past 15 years, partly as part of China’s accession to the WTO.
Costs related to information publication (laws, regulations and notifications)
and maintenance of webpages are not easily available as they are part of
routine budgetary expenditures.

• Training costs are expected to be an important part of the costs of implementing
trade facilitation measures, especially given that China Customs staff number
48,000 in over 300 offices.  It is difficult to measure training expenditures
since off-the-job trainings can take various forms that may involve travel and
accommodation costs in addition to training fees.

• China has invested heavily in information systems for trade facilitation.
The Customs and Administration of Quality Supervision, Inspection and
Quarantine (AQSIQ) inputs in computerization in 2005/06 are estimated at
RMB 1,420 million (about USD 176 million) and RMB 510 million (about
USD 63 million), respectively.  Major information projects conducted by
Customs (e.g., Fast Customs Clearance project) and AQSIQ (e.g., AQSIQ
Information Service System and Database) in 2005/06 are estimated at
RMB 5.888 million (about USD 731 thousand) and RMB 4.386 million (about
USD 544 thousand), respectively.

B.  Expert surveys on implementation costs
and sequencing12

Given the paucity of reliable and meaningful quantitative information, a qualitative
expert survey instrument was developed and administered to international trade facilitation
experts.  Fourteen international experts completed the survey between September 2005
and November 2005, resulting in a response rate of 70 per cent.  Respondents included
experienced staff and/or senior trade facilitation consultants from the Asian Development
Bank (ADB), OECD, United Nations Conference on Trade and Development (UNCTAD),
United Nations Economic Commission for Europe (UNECE), United Nations Development
Programme (UNDP), UNESCAP, World Customs Organization (WCO) and the World Bank.

12 This section is, for the most part, a summary of the results discussed in more details in Duval
(2006).  This study is available in full in the accompanying CD-ROM and at www.artnetontrade.org.
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The average expert’s years of experience in trade facilitation in the sample was 11 years
(140 years of cumulated trade facilitation experience), with a majority of the respondents
having acquired their experience in the South and Southeast Asian countries.

Figure IV.1 shows the average implementation time and the relative costs and
benefits (long-term savings) associated with each of the TFMs considered, as perceived
by the experts.  In that figure, qualitative cost estimates are expressed in the form of an
index, calculated as the average of each respondent’s estimate divided by the average
setup costs estimates for all TF measures of that respondent.  This index shows the
implementation cost of each measure relative to the average setup cost of all measures
considered, which may be very useful in assisting negotiators to prioritize the various
measures.13

13 That index could be used in comparing estimates across experts, as comparing absolute estimates
across experts would not be appropriate.  Because experts may have used different anchors (reference
points) when estimating whether costs for a particular measure were Very small [VS = 1], Small
[S = 2], Medium [M = 3], High [H = 4] or Very high [VH = 5], interpretation of the results must be done
in relative rather than absolute terms.

Figure IV.1.  Experts’ qualitative assessment of the relative cost,
benefits and time needed for implementing selected

trade facilitation measures

SNFPs : Single National Focal Points; NTFCs : National Trade Facilitation Committees.

Source: Duval (2006).
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The results provide qualitative estimates of setup costs, operating costs as well as
long-term savings to be incurred by the governments implementing the selected measures.
The most striking result is that all respondents, which also included senior customs officers
from developing countries not initially supportive of including trade facilitation in the WTO
negotiations, agree that long-term savings far exceed the setup and operating costs for all
TF measures.

Figure IV.1 also reveals that operating costs are perceived to be much lower than
initial setup costs, except for three of the 12 measures:  online publication, single national
focal points, and national trade facilitation committees.  However, the overall costs of
these three measures are among the lowest in the set considered.  The trade facilitation
measure with the lowest cost and the highest relative long-term savings to cost ratio is that
which refers to the adoption and use of international trade facilitation standards such as
the United Nations Layout Key for trade documents and the HS nomenclature.

Establishment of (electronic) single windows system is perceived as the most
costly of the 12 TF measures, followed by the implementation of a risk management
system and the establishment and wider use of audit-based customs.  These three measures
also take the most time to implement, with experts indicating that least developed and
low-income developing countries would need at least 3 to 5 years for implementing them,
provided they had adequate resources to do so (3 to 5 years).  Expedited procedures for
express shipments and qualified companies, setup of a system of bond or deposit guarantees
and establishment on national trade facilitation committees, were seen as three measures
that could be implemented quickly provided that political will existed.

As part of the survey, experts also provided, for all TF measures considered,
qualitative cost estimates broken down into five categories:  regulatory setup costs,
institutional setup costs, human resources training setup costs, equipment setup costs,
political setup costs and recurring costs.  Interestingly, political costs, defined as the
“Extent to which a measure will be resisted by staffs within relevant institutions; or by
policymakers because of fear of losing political support they need” are among the top two
cost categories for 10 of the 12 TF measures considered (see figure IV.2).  Equipment/
Infrastructure also ranks as a top cost category for five of the 12 measures, followed by
human resources training cost during the initial implementation phase (top cost category
for 4 of 12 TFMs).  Regulatory costs are generally perceived to be low relative to other
cost categories, except for the implementation of effective procedures for appeal of customs
rulings and the establishment of a bond guarantee or deposit system to expedite the
clearance of goods.

A similar survey instrument was also used in the Bangladesh case study to elicit
qualitative estimates from two senior government officials directly involved in the development
of trade control and facilitation procedures.  The two experts rated most trade facilitation
measures as having small implementation costs and perceived that long-term savings
would justify costs for all measures but for the establishment of Single National Focal
Points (SNFPs) and an advance ruling system.  Establishment of SNFPs would require an
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estimated 4-year implementation period in Bangladesh.  Setting up an independent and
effective appeal mechanism was rated as a low cost TF measure, as was establishment of
a pre-arrival clearance system.  While acknowledging the long-term savings potential of
electronic single windows and post-clearance audit, initial costs were perceived to be
highest among the measures considered.

As one of the international expert respondents’ noted, a difficulty with estimating
time and infrastructure costs is that much depends on how these measures are sequenced.
If too many are initiated simultaneously, implementation will likely take longer.  Similarly,
some investments in equipment/infrastructure, as well as training, can be amortized over
more than one measure, thus reducing the cost for any one measure.

Many experts stressed the importance of sequencing the measures.  However,
when asked to group the measures into three distinct sets (A, B, and C) to be implemented
sequentially, experts’ answers varied and no obvious agreement emerged on how to
sequence the measures.  That said, most experts agreed that Adoption and implementation
of international standards for trade documents (e.g., United Nations Layout Key) and the
HS nomenclature was top priority for inclusion in the revised GATT Articles.  Establishment
of enquiry points and single national focal points for trade facilitation as well as Online
publication of trade regulations and procedures in local language and English ranked, on
average second and third in terms of priority.
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V.  Conclusion and implications for the
WTO negotiations

Case studies on trade facilitation measures implementation in five Asia-Pacific
countries, namely Bangladesh, China, Indonesia, India and Nepal, reveal that continuous
unilateral efforts have been made by the governments of these countries to facilitate
trade, although countries are often at very different stages of implementation.  In many
countries, various trade facilitation systems and measures have been implemented at
selected border crossings or customs offices on a pilot basis, with plans to expand the
systems to all border crossings and relevant agencies, as resources become available.
However, it is often unclear when these systems will be implemented on a national scale
and to what extent rules and regulations will be implemented uniformly throughout each
country’s territory.

In an effort to increase transparency, government agencies responsible for issuing
and enforcing trade rules and regulations often have extensive publication and dissemination
programmes in place, although the amount of information made available publicly vary
from country to country.  Not all countries have established standard time periods between
publication and implementation and consultation with stakeholders (e.g., private sector
traders) on new or amended rules remain ad-hoc and informal in most cases.  Some form
of binding advance ruling systems are available or being established, but the coverage
(e.g., tariff, valuation, origin) and effectiveness (e.g., time between receipt of the information
and issuance of a ruling) of the systems vary greatly across countries.  Appeal systems
and procedures exist but are not always independent from the regulatory authorities.  In
addition, appeal processes are often lengthy and costly for the traders.

Fees and charges connected with importation and exportation seems to be still
quite numerous in some countries.  Some of the fees and charges are calculated as
a percentage of the value of a shipment, which may not be consistent with the need for the
fees charges to be charged on the basis of the cost of services rendered.  Some Governments
have made an effort to reduce the number and complexity of fees and charges, as well as
of trade documents for imports and exports.  All countries, including the LDCs studied,
have on-going computerization and electronic trade documentation programmes.  All countries
also have some form of rapid clearance system in place, albeit for selected categories of
goods.  Risk management and post-clearance audit systems have also been introduced in
all countries, although on a very limited pilot basis in some countries.  In regard to tariff
classification, all countries studied rely on the HS nomenclature, often expanded to 8 or
10-digit levels to suit their needs.

Transit in the Asian countries examined is generally governed by bilateral and
regional transit agreements.  This might suggest that different rules and regulations apply
to goods in transit depending on their country of origin in some of the countries.  No
charges are imposed on transit goods.  One recurring concern, particularly in South Asia,
is that goods officially in transit be illegally marketed in the transit country, as there are
often no risk assessment mechanisms in place for these goods.



40 An exploration of the need for and cost of selected trade facilitation measures in Asia and the Pacific in the context of the WTO negotiations

While, according to a review of existing legislations/regulations and on-going
projects and programmes often supplemented by interviews with Government officials,
many of the trade facilitation measures being discussed at the WTO Negotiating Group on
Trade Facilitation (NGTF) have been implemented, the domestic private sector in these
countries generally point to a need for improvement in many areas.  For example, the
private sector often acknowledge that relevant trade information is published and available
but points to the need to make the information more easily available, in particular information
on new or amended rules.

Elimination of bribery and other corrupt practices of officials involved in the clearance
and release of imported goods is given top priority by the private sector in all the countries.
Improvement of coordination between relevant agencies, particularly on documentation
requirements, e.g., through the establishment of a single window for one-time submission
and collection of trade documents, is also given very high priority in all the countries.
Timely and comprehensive publication and dissemination of trade rules and regulations
(e.g., through the Internet) is the highest priority in Indonesia and Nepal, while reduction
and simplification of the documentation requirements for import/export is the highest priority
in Bangladesh.  Customs valuation, which is not part of the current WTO trade facilitation
negotiation agenda, was the most problematic trade facilitation related area identified by
private sectors in the five countries.

In addition to the need and priorities of private sector stakeholders, the costs and
benefits to governments of implementing trade facilitation measures will also be considered
when selecting measures to be included in the agreement.  The trade research and policy
literature has dwelled extensively on the benefits associated with trade facilitation.
Unfortunately, very little information is available on the cost of implementing selected trade
facilitation measures discussed at the WTO, an issue included in the agenda of work of
the WTO NGTF.  Four of the five country case studies on which this report is based do
provide some, albeit very partial, information on the cost associated with trade facilitation
programmes and efforts at the national level.  The numbers and cost estimates available
from the individual studies are, at best, very preliminary.  However, they are generally
relatively low, partly because some of the costs of implementing trade facilitation measures
are seen as coming from regular (routine) budget of Customs and other relevant agencies
– as well as from the continuation of technical assistance projects by major donors or
international organizations.

While regulatory and institutional costs are expected to be small because of the
rather extensive trade facilitation related reforms that have been undertaken in most of the
countries, training costs may be significant as some countries lack the human resources
necessary to effectively implement some of the measures (e.g., risk management and
post-clearance audit).  Interestingly, most studies point to the need to upgrade infrastructure
as part of implementing a meaningful trade facilitation programme.  These costs are not
limited to computerization and information and communication technology (ICT) systems,
but include the costs of container scanners or the setup of testing facilities/laboratories at
selected border crossings, for example.  In terms of facilitating transit trade, the country
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studies again suggest that transit trade may not be facilitated without significant investment
in various infrastructures, ranging from roads and port facilities to effective risk management
systems.

The international expert survey on the costs and benefits of selected trade facilitation
measures undertaken as part of the study showed that, while long-term savings were
expected to exceed costs for all measures, initial setup costs of some of the measures
could be expected to be quite high relative to others.  The cost difference between
measures was mainly explained by the underlying political costs (i.e., extent to which
measures will be resisted by staffs within relevant institutions; or by policymakers because
of fear of losing political support they need) and infrastructure/equipment costs.

The following implications stem from the above findings:

• Since most of the trade facilitation measures on the negotiating table have
been implemented or are planned for implementation even in the least
developed countries in the region, the list of trade facilitation measures agreed
upon will be less important than the accompanying terms and conditions for
implementation, e.g., schedule of implementation for developing countries
and technical assistance.

• Negotiation of an agreement on trade facilitation provides an opportunity for
pushing potentially difficult regulatory reforms at home through binding
commitments on small, simple but highly meaningful administrative procedures
e.g., a 30-day standard time period between publication and implementation
of regulations, the establishment of formal channels of communication with
the private sector on trade facilitation issues (e.g., establishment of an inclusive
national trade facilitation committee), the alignment of trade documents to
specific international standards, or even an agreement to reduce the number
of trade documents to a certain number (by a given date, as necessary).

• Measures to enhance transparency and impartiality, such as an independent
system to appeal or double-check rulings on tariff classification, should be
given serious consideration given the priority accorded by the private sector
to the reduction/elimination of corruption – and its ranking of “tariff classification”
as the second most problematic issue in the survey.  The notification to the
WTO of an official webpage with a negotiated basic list of information and
publications and a complete and official list of all existing fees and charges
(possibly developed in cooperation with the local chamber of commerce and/
or with the support of relevant international organizations) could also be
considered.

• Apart from improving timely dissemination of trade regulations and reducing
the number of trade documents, one of the main priority identified through
private sector surveys was the need for improvement of coordination between
relevant agencies.  The establishment of single windows for one-time submission
and collection of trade documents may therefore need to be considered.
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While commitments on electronic submission and processing of trade
documents and the establishment of electronic single windows connecting
all relevant agencies and organizations (e.g., similar to Singapore TradeNet)
may not be feasible given the level of computerization and the state of the
ICT infrastructure in many countries of the region, the negotiations
provide an opportunity for developing countries to request and help shape
a well-coordinated technical assistance/capacity building mechanism in this
area.  Developed countries may be particularly open to funding electronic
trade facilitation systems in developing WTO member countries, given the
raising concerns about trade security issues.

• While there is some convergence in the needs and priorities of the private
sector, the individual country studies revealed that countries remain at various
stages of development and implementation of trade facilitation measures.  It
was also established that setup costs of some measures may be significant
for countries with limited resources or with difficult political conditions.  Therefore,
commitments on TF measures may need to be divided into groups or lists,
depending on how quickly they can be implemented in all WTO members
and/or on the amount of likely TA/CB and other resources or infrastructure
required (TN/TF/W/82 and W/63).

• A detailed look at the case studies and the survey responses as well as the
WTO member proposals, suggests that trade facilitation terms such as single
windows, express clearance, risk management system and even advance
ruling imply slightly different things to different people, even within a same
country.  As such, any agreement that will involve complex trade facilitation
procedures (e.g., for risk management and post-clearance audit) will need to
make specific reference to established trade facilitation instruments (such as
specific paragraphs and sections of the WCO revised Kyoto convention).
The disagreements that emerged, even among experts, on the sequencing of
various measures also suggest that a long-term mechanism to deal with
trade facilitation issues (e.g., a WTO working group or committee), as proposed
by various WTO members is likely to be needed (TN/TF/W/62).

• As noted by many respondents to the expert survey, trade facilitation measures
considered may not be implemented effectively separately, but as part of an
overall trade facilitation programme (that may include some infrastructure
component).  Development of standard trade facilitation technical assistance/
capacity building modules, each including a small set of related trade facilitation
measures, for which countries in need could apply, may be considered.

• As the on-going unilateral trade facilitation efforts in the country studies suggest,
implementation of trade facilitation measures has no downside for Governments,
as they do not result in loss of customs revenue, even if trade flows remain
the same.  The findings on implementation costs, as well as a significant
number of anecdotal evidence from inside and outside the Asia-Pacific region,
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also suggest that setup and operating costs are dwarfed by long-term savings.
As such, special and differential treatment is only needed to shield developing
countries from dispute settlement until they secure the resources and build
the capacity necessary to implement trade facilitation measures.

• The types of costs associated with various measures may affect the type of
special and differential treatment needed.  Measures with high political costs
may require differential treatment in terms of time of implementation.  Measures
with high infrastructure-related costs may require exemption until technical
assistance has been received and capacity to implement has been acquired.

• An agreement on TF with non-binding commitments would make little sense
in the context of the WTO, especially since there are already a number of
relatively comprehensive non-binding international conventions on trade
facilitation, notably the WCO revised Kyoto Convention.  One essential benefit
from negotiating on TF at the WTO would be to agree on a possibly very
small but nonetheless existent set of TF measures to be implemented by all
WTO member countries.

• However, as pointed out in proposal TN/TF/W/82, a disagreement on a single
transaction should not lead to the triggering of the WTO dispute settlement
mechanism.  A WTO agreement that would include commitments from member
countries on disclosure of trade-related regulations and fees and charges,
combined with a set of jointly agreed principles to govern and strengthen
national level appeal mechanisms (including time limits on issuance of rulings),
would greatly limit the risk of such occurrence.  The WTO dispute settlement
mechanism would then only be triggered in case of failure of the national
appeal system to comply with negotiated principles.  Some developing countries
may need technical assistance to setup compliant appeal mechanisms, and
assistance in terms of human resource training.  One interesting feature is
that the operating costs of appeal mechanisms at the national level will likely
be a function of the level of transparency and impartiality of Customs and
other agencies, thus in itself providing an incentive for further trade facilitation.

• Transit arrangements in many Asia-Pacific countries are based on bilateral
and subregional agreements.  Freedom of transit will therefore be dependent
on harmonization of these bilateral and subregional agreements, suggesting
that regional committees on transit issues, and perhaps also other trade
facilitation issues, may be needed to make progress in this area.  Given the
neutral role and expertise of regional commissions of the United Nations in
trade and transport facilitation, it is important that they form an integral part of
the coordinated global trade facilitation technical assistance and capacity
building that will likely be needed to facilitate implementation of the agreement.
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• The fact that customs valuation (and SPS/TBT) rank as the most problematic
issue(s) in all countries studied some years after the WTO Customs Valuation
Agreement and the SPS and TBT Agreements have been implemented is an
important signal to the Geneva negotiators of the discrepancies that may
emerge between an agreement and its implementation in the area of trade
facilitation.  As such, it may be better to be less ambitious in the number of
trade facilitation measures to be implemented, but more detailed in defining
how compliance will be monitored and what technical assistance will be
provided.
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VI.  Limitations of the study

It is important to stress the exploratory nature of this study and its limitations.  First,
the study only covers 5 countries in the Asia-Pacific region, such that the results may not
apply directly to all countries in this region of the world.  Second, the research team
members and their respective institutions often had difficulty gathering some of the information
necessary to conduct a comprehensive assessment of the trade facilitation situation and to
estimate the cost of implementation of various trade facilitation measures, as some of the
information may have been available only to selected Government agencies (or not at all).
Third, because of the limited time and financial resources available, the private sector
surveys are of limited scale and scope, such that the survey results may not be fully
representative of the views of the relevant private sector stakeholders in the countries
studied.

Overall, while the study is useful in gaining an understanding of the trade facilitation
situation and the need and priorities of the private sector in a wide spectrum of countries in
the Asia-Pacific region, it is clear that more detailed national level studies should be
undertaken, if possible as an integral part of the implementation of a WTO agreement on
trade facilitation.  The need for a continuous assessment exercise to take place during
and possibly after the negotiations was stressed in a number of proposals (TN/TF/W/63,
W/29,W/41).
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Executive Summary 
 

With the ongoing customs reforms in Bangladesh, possible future WTO 
negotiations on trade facilitation will have profound impacts on Bangladesh, as well 
as on other least developed and developing countries. These countries will benefit 
greatly from new trade facilitation initiatives. Simultaneously, these countries may 
face enormous challenges in implementing their commitments in the area of trade 
facilitation. It is, thus, imperative for these countries to closely monitor the Doha 
negotiations in this area and be prepared their negotiating strategies. They should also 
continue with customs administration reform and trade facilitation capacity building 
programs in order to develop their own internal capacities. 

Successive governments in Bangladesh have taken a number of initiatives to 
liberalise the country’s trade regime to enable an environment conducive to enhancing 
international trade. Bangladesh has come a long way to get rid of the lack of 
transparency that previously prevailed in customs procedures. Moreover, the 
government has been undertaking a number of trade facilitating measures such as a 
customs administration modernisation programme, development of the prime sea 
ports, establishment of new infrastructures, and simplification of documentation 
procedures. Nevertheless, the private sector business community in the country seems 
to be somewhat frustrated and disappointed regarding the level of implementation of 
various trade facilitation measures under GATT Articles V, VIII and X. The main 
criticism is that human and financial resources as well as the basic information 
technology infrastructure to support customs operations are extremely limited. Lack 
of political will on the part of the policy makers has also contributed to the current 
scenario. 

Some of the major issues that have been highlighted by a relatively large 
number of private sector representatives as major hurdles in operating business in the 
country include: the complex nature of documentation, longer time in releasing and 
clearing goods from ports, and corruption among the customs personnel. An enquiry 
about the level of satisfaction among the private sector as regards the various trade 
facilitation measures in place in Bangladesh brought to the forefront their utter dismay 
with the situation. A sheer majority (65%) of the respondents were upset with the 
existing customs and trade regulations and procedures. They mentioned that such 
cumbersome administrative procedures impose a great deal of extra cost on doing 
business. This can also be corroborated by the fact that as many as 90% of the 
respondents felt that the major difficulties faced in the export and import context 
emanate domestically. Under the present context, the private sector has come up with 
a number of suggestions to facilitate trade, including adequate measures to eliminate 
corruption from the customs system, simplification of customs valuation and 
documentation procedures. 

As for implementation costs of various trade facilitation measures, the 
qualitative assessment reveals that although set up and operating costs are large, the 
long term savings gains from such measures are likely to outweigh the costs. 
 Most of the evolving trade facilitation standards and exemplar models are 
those devised by developed countries in the light of their own needs, experiences, 
capacities and objectives to develop command of state-of-the-art technology and tools. 
It is, thus, in the interests of least developed and developing countries to make haste 
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slowly so that they can manage the balancing of the costs and benefits of trade 
facilitation. If not, trade facilitation could thus become another arduous obligation on 
least developed and developing countries and provide developed countries with yet 
another sophisticated instrument for creating a stumbling block towards economic 
development in LDCs such as Bangladesh. 
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1. Introduction 
 

With the evolving nature of complexity in trade among nations, the costs of 
moving goods across international borders is now as important as tariffs in 
determining the cost of landed goods. The ability of countries to deliver goods and 
services in time and at low costs is a key determinant of their participation in the 
global economy; and easier movement of goods and services clearly drives exports 
competitiveness. Trade facilitation is about ensuring that customs procedures are trade 
friendly and facilitate cross border movement of goods and services. Thus, trade 
facilitation assumes an even greater importance now in the arena of international trade 
given the recent trends in the structure of goods and services traded and the 
sophistication of such products. 

Originally, trade facilitation was understood to be the harmonisation and 
standardisation of different regimes, and the mutual recognition of different customs 
administrations. It aimed to identify and simplify or remove mainly administrative, 
logistical or procedural obstacles to the movement of goods and services across 
borders.1  Both the WTO and the World Customs Organization (WCO) have been 
working to establish common sets of international standards and good customs 
practices for their member countries. However, the challenge remains to implement 
the customs procedures and other administrative measures based on these 
international standards. 

In recent years, the idea of trade facilitation expanded to include the 
modernisation and automation of import procedures in order to ease the adoption of 
international standards. It is generally understood that trade facilitation involves the 
reduction of transaction costs for all parties in the enforcement, regulation and 
administration of trade policies. Trade facilitation has been described as the 
“plumbing of international trade” which focuses on the efficient implementation of 
trade rules and regulations. By nature, trade facilitation is very technical and detailed. 
For example, UN Conference on Trade and Development (UNCTAD) estimates the 
average customs transaction involves 20-30 different parties, 40 documents, 200 data 
elements and the repeated entry of the same data in the reporting process. 

1.1. Bangladesh’s Experience with Trade Facilitation 
 

Bangladesh has been experiencing a steady growth in terms of trading with its 
global partners since the early 1990s. This is corroborated by the rise in total export 
earnings: from earnings equivalent to US$ 1,524 million in FY1990 to US$ 5,748 
million in FY2000 and an increase to US$ 8,435 million in FY2005. On the other 
hand, figures for import payments for these respective years were US$ 3,509 million, 
US$ 8,228 million and US$ 12,083 million. Statistical figures show that growth rates 
for export and import for FY2005 over FY2004 were 11.0 percent and 11.4 percent 
respectively. 

In the above context, the external sector performance during the last decade 
and a half shows some encouraging signs for the country’s economic development. 
Statistics show that Bangladesh was able to register a four fold growth as regards its 
total trade (export + import) over the period 1990 to 2005 (Figure 1). While the value 

                                                 
1 WTO, WT/COMTD/W/57 “Development Aspects of Trade Facilitation: Note by the Secretariat.” 
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of total exports in 2005 was about six times higher than that in 1990, total imports 
also increased about 3.5 times. 
 

Figure 1 
Decomposition of Bangladesh’s External Sector Performance 
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Such expansion in trade volume in Bangladesh can be attributed to the trade 
policy reform measures taken by successive governments since the early 1980s. These 
reforms during the last two decades have led to withdrawal of quantitative restriction, 
notable opening up of trade in many restricted items, significant rationalisation and 
reduction of import tariffs and complete liberalisation of the foreign exchange regime. 
This process of trade liberalisation was designed to make the economy more outward 
oriented. The agenda moved forward in three phases: FY1982-1986 (first phase), 
FY1987-1991 (second phase) and FY1992 onwards (third phase). The first two phases 
coincided with the advent of two industrial olicies: the New Industrial Policy (NIP) of 
1982 and the Revised Industrial Policy (RIP) of 1986. However, the third phase is 
considered to be more forward looking than the earlier two in terms of intensity of 
trade liberalisation.   

As Figure 2 depicts, the degree of openness during the period following the 
1980s is seen to have gained a upward going momentum. Nevertheless, the phasing 
out of the MFA has brought Bangladesh formidable challenges to continue the 
growing trend of international trade. It is, therefore, imperative for the country to 
design a set of pragmatic policy options to enhance its competitiveness as regards 
moving along with its trading partners. 
 

 
 
 
 
 
 

 5



Figure 2 
Degree of Openness in Bangladesh 
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The World Bank funded Bangladesh Export Diversification Programme 
(BDXDP) project included a Customs Administration Modernization (CAM) 
programme as a sub-component, aiming at customs reforms, trade and tariff policy 
reforms. Earlier, UNCTAD helped install the Automated System for Customs Data 
(ASYCUDA++) for electronic data control. It allows random data selection of 
consignments and staff for inspection purposes. The system was installed in Chittagong, 
Mongla, Benapole, Dhaka Customs House and also in ICD Dhaka. The Customs Act 
was amended and a single administrative document covering import and export was 
developed for introduction of the system. The conventional bill of entry system was 
formatted differently for export and import and electronic bill of entry was not 
acceptable, according to customs law.  

Attempts were also made to implement a closed loop principle in the 
ASYCUDA system. Under this principle, a local Direct Traders Input (DTI) facility was 
developed to enable the C&F agents to fill bills of entry electronically in the local 
premises. This led to full automation of exports and imports declaration under 
ASYCUDA++ and substantially reduced exports and imports clearance times. The 
whole process, however, took much longer to implement than originally expected 
leading some, particularly in the port administration, to feel that it has now become 
outdated. The customs authorities are now waiting for the completion of the 
computerisation project of the Chittagong Port Authority (CPA). This computerisation 
programme is supposed to be completed by June 2006 when the cargo import and 
export interface between customs clearance and port clearance will be established. 

1.2. Challenges to Export Competitiveness 
 

A close look at Bangladesh’s export performance shows a mixed picture as 
regards the country’s varying year to year experience. As Figure 3 shows, the first 
decade after implementation of trade liberalisation policies raised the country’s 
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exports growth rate to more than 30 percent (during the second half of the 1980s). 
Nevertheless, the scenario was much more convincing during the third phase of the 
trade liberalisation process (as discussed earlier) where maximum growth took place 
during the middle of the 1990s. However, this growth trend declined during the 
second half of the decade. 
 

Figure 3 
Trends in Total Exports: FY81-90 Compared to FY91-2000 
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Source: CPD External Sector Database 
 

It is evident that Bangladesh’s exports performance has been experiencing ups 
and downs during the last two decades. In this context, the major challenges for the 
country’s exports competitiveness can be identified as follows: 

• Lack of adequate infrastructure at ports (both land and sea) imposes heavy 
business costs in terms of longer lead times and stagnation of export items, 
among others. Moreover, the current transport infrastructure in the country is 
also far from conducive to an effective business environment. 

• Rules and regulations have not been as conducive to international trade as 
expected by the business community. Timely notification of relevant and 
required amendments to existing laws has hardly been done to facilitate trade. 
Furthermore, there is hardly any scope for the private sector to participate in 
the policy formulations by way of providing suggestions through mutual 
discussions. 

• Customs valuation and tariff classification ambiguities have long been a major 
concern for the private sector. 

• Pervasiveness of corruption among the customs personnel is another major 
factor that raises the costs of doing business in Bangladesh. 

• Inefficiency of the government bureaucracy has always been a major 
bottleneck for the country’s international trade. 
It is thus imperative for Bangladesh to overcome the abovementioned setbacks 

with due policy planning and by providing adequate support to the private sector to 
provide a much stronger base for the country’s international trade in general and 
exports in particular. 
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1.3. Relevance of WTO Negotiations on Trade Facilitation to Bangladesh 
 

The current state of WTO negotiations, particularly with regard to trade 
facilitation is of significant concern for the LDCs such as Bangladesh. Articles V 
(Freedom of Transit), VIII (International Standards, Fees and Documentation) and X 
(Marks of Origin and Publication/Information Issues) of the GATT 1994 penned down 
the issues of trade facilitation in a clear and concise fashion.  

Although there had been little development on trade facilitation since its 
adoption at the Singapore Ministerial in 1996, the most significant achievement has 
been the designing of the negotiating modalities on trade facilitation stated in Annex 
D to the July Package. The Package underscored the following issues: (a) S&D 
treatment (with special emphasis on additional S&D treatment for the LDCs); (b) 
work on areas of particular interest to developing countries and LDCs; and (c) 
technical assistance and support for capacity building. Apart from these, the July 
Package also reflected some key demands by the developing countries and the LDCs 
as regards compliance and implementation issues.  

At present, the WTO trade facilitation agenda is limited to offers and requests 
made by members to provide momentum to the negotiations in this area. It is, thus, 
imperative for a country like Bangladesh to stay in tune with the current 
developments in the negotiations and prepare herself with a view to raise her voice in 
the multilateral trading system. 

1.4. Design of the Study 
The study is designed in such a manner as to elicit the maximum possible 

information from various sources, both primary and secondary, with a view to carry 
out rigorous analysis of various components related to trade facilitation in Bangladesh 
in the context of the ongoing WTO negotiations in this area. While Section I of the 
report presents a general introduction to the study, Section II deals in an extensive 
manner with the state of trade facilitation in Bangladesh and focuses on the various 
projects and programmes undertaken by the government of Bangladesh in facilitating 
trade. Chapter III presents an assessment of the trade facilitation situation in 
Bangladesh pursuant to the GATT Articles V, VIII and X. Information in this section 
derives from a questionnaire-based interview with high level government officials 
working in the customs department of Bangladesh. Section IV delves into the needs 
and priorities of the business community in Bangladesh underscoring their concerns 
regarding the extent of implementation of various trade facilitation measures in the 
country. Section V presents a qualitative assessment of the costs related to 
implementation of selected trade facilitation measures in Bangladesh while Section VI 
highlights the implications for WTO negotiations on trade facilitation particularly 
from Bangladesh’s point of view. Finally, Section VII closes with an overall 
discussion and concluding remarks. 
 
Objective of the Study 

The present study scrutinises: the current state of trade facilitation in 
Bangladesh, future needs to strategise Bangladesh’s negotiating stance, what 
Bangladesh could achieve from the ongoing WTO negotiations on trade facilitation 
and how the achievement could be maximised, and where Bangladesh needs to 
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position itself with regards to the WTO negotiations on Trade Facilitation. In this 
context, attempt has also been made to understand the cost implications for 
implementation of various trade facilitation measures in Bangladesh. In a nut shell, 
the underlying objective of the study is to identify the following: 

i. Trade facilitation measures related to the three GATT articles under 
negotiation (Article V, VIII, and X of GATT 94) that are already in place and 
their implementation costs (estimated in terms of time, expenditure, human 
resource allocations, and costs of associated capacity building projects). 

ii. Trade facilitation measures that are not yet in place and their implementation 
costs (estimated in terms of time, capital, and human resources needs, as well 
as technical assistance or capacity building needs). 

iii. Trade facilitation measures that are of particular interest to Bangladesh (in 
facilitating access to foreign markets) and may need to be included in the 
trade facilitation negotiations. 

iv. Policy and negotiation recommendations that can be derived from the research 
results. 

 
Methodology 

Given the scope of the paper, the present study is based on both primary and 
secondary data and information from a number of sources. There is a very limited 
existing literature concentrated on trade facilitation from Bangladesh’s point of view. 
Keeping this in mind, the existing literature and relevant websites of various 
organisations were scrutinised and consulted to obtain secondary information. 
 Checklist-based interviews were conducted to elicit information from 
government sources regarding the current state of trade facilitation in Bangladesh. 
This was done with a view to point out which trade facilitation measures are in place 
and which are not. A questionnaire-based survey was conducted to capture the views 
of private sector representatives.2 Finally, an expert opinion survey was carried out to 
collect information regarding the costs of trade facilitation and selected trade 
facilitation measures in Bangladesh. 
 

2.Trade Facilitation in Bangladesh: An Overview 
 

In Bangladesh, exports diversification has always been the prime objective of 
trade facilitation initiatives that have taken place in the context of customs reforms. In 
the past, many customs procedures lacked transparency and were outdated and subject 
to corruption. The levels of inefficiency and corruption reached such a scale that 
revenue loss estimates as a result of such malpractices ranged to as high as one-third 
of the potential revenue collection. The basic infrastructure for information 
technology support of customs operations as well as human and financial resources 
was extremely limited. Previous attempts at reform were met with political opposition 
from those whose interests lay in maintaining the status quo. 

Bangladesh has two seaports, one Internal Container Depot (ICD), three 
airports for international transaction of goods and 28 Land Customs stations. 
According to a European Commission report, over 90% of Bangladesh’s international 
trade in goods is carried by sea. On average, the Chittagong port, the largest seaport in 
                                                 
2 A detailed methodology on this is presented in Section IV. 
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the country, handles about 75% of exports and 90% of imports. 
While the two seaports, Chittagong and Mongla, handled around 0.9 million 

tonnes of sea-borne cargo in the 1990s, these seaports handled about 4.7 million 
tonnes in 2001 alone. This handled cargo is likely to triple by 2015. There is no 
denying that such a growth in international trade demands more efficient port services, 
cargo-handling services and customs clearance for a cost-effective business 
environment. Moreover, intermediate inputs and capital machinery constitute a major 
share in total imports. Delivery delays of these goods no doubt hamper production and 
increase the costs of doing business. 
 

2.1. Review of Literature 
The literature on trade facilitation in the context of Bangladesh is very limited 

in number and, in most cases, relatively narrow in scope. The study team scanned as 
much of the literature as possible to understand the nature and extent of trade 
facilitation in Bangladesh with regard to the WTO provisions. 
 Khan (2004) analyses the existing WTO provisions on trade facilitation and 
examines the scope and coverage of GATT articles V, VIII and X. In an effort to 
underscore the importance of trade facilitation in Bangladesh and to elaborate 
Bangladesh’s experience with trade facilitation, the author presented some statistical 
evidence which highlights the changing pattern in gains from trade in the country. The 
paper also identifies various trade policy reform measures that have been undertaken 
by successive governments since the early 1990s. It mentions that the following 
initiatives have resulted in positive gains from trade including: withdrawal of the 
licensing system and passbook entry, implementation of the ASYCUDA to ease and 
speed up customs clearance, introduction of the PSI system, amendment in the 
customs Act to introduce ASYCUDA++, reduction in numbers of signatures for 
clearance of import and export consignment, and frequency of inspection of the 
consignments. However, as the paper points out, there are several areas which require 
urgent attention by the government. One major area that has been identified in the 
paper is the need for capacity building measures to enhance the technical know-how 
for efficient customs and administration performance. In this context, the author notes, 
“Any undertaking with time bound obligation may not be implemented by 
Bangladesh because of lack of technical know-how and necessary resources.” 

Molla (2001) mentions that customs reforms in Bangladesh were taking place 
within the wider scope of export diversification and government encouragement of 
the commercial sector to expand, diversify, and improve economic performance. He 
also underscores four critical issues as regards the customs procedures in Bangladesh: 
(i) lack of transparency and over-complexity contribute to corruption and harassment 
of the importers; (ii) information technology support for basic Customs functions is 
limited; (iii) linkages to other agencies (for example the Chittagong Port Authority – 
Bangladesh’s major seaport) do not exist; and (iv) resources, both staff and budgets, 
are severely constrained. Molla (2001) also underscores the need to identify the 
evaders and avoiders belonging to the private sector whose activities impose negative 
impact on the government’s revenue collection. To conclude, the paper talks of future 
strategies which the government, with donor support , was intending to undertake to 
modernise the customs procedures in the country. 

Bhattacharya, Rahman and Raihan (2003) discuss the issue of trade facilitation 
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with a view to identify Bangladesh’s possible stance with regard to the ongoing 
negotiations in the WTO. In doing so, the authors articulate a number of arguments 
both for and against trade facilitation from the LDC view point. The paper also put 
forward a set of policy recommendations which were thought to be of crucial 
importance for Bangladesh to clarify its position on trade facilitation. One major 
recommendation was that Bangladesh should demand that TF should be adopted only 
as guiding principles or as flexible best endeavour provisions, not enforceable through 
the dispute settlement process. 

Cai and Geddes (2003) meticulously analyses trade facilitation to identify the 
implications of the issue for Bangladesh and other LDCs. One major segment of the 
paper is the discussion on the implementation issues related to trade facilitation. In 
this regard, the paper states, “Implementation of trade facilitation measures in a 
country is usually associated with the use of new technologies and building capacity 
in order to provide an enabling environment and adequate infrastructure for reforms to 
take hold.” It further underscores that benefits from automation can only be achieved 
if effective administrative and commercial practices are in place prior to 
computerization. Cai and Geddes also identifies the various projects which were then 
being implemented by the government of Bangladesh for ensuring efficient 
performance customs and administration. In the concluding remarks, the paper 
recommends that Bangladesh should closely monitor the developments in the Doha 
negotiations and, simultaneously, continue with customs administration reform and 
trade facilitation capacity building programs in order to develop its own capacity. 

Wilson, Mann and Otsuki (2004) in their paper titled “Assessing the Potential 
Benefit of Trade Facilitation: A Global Perspective” uses the four factor scenario (port 
efficiency, customs environment, domestic regulatory framework and service sector 
infrastructure) to measure gains from trade facilitation. The study shows that among 
South Asian countries, Bangladesh accrues the highest percentage gain (32.5%) in 
terms of exports due to improvement in ports. However, the paper expressed its 
limitation in not finding relevant data for Bangladesh with regard to the customs 
environment. Considering the services sector infrastructure while South Asia gains the 
most (20.0%) as exporter, Bangladesh accrues the highest within the region in 
percentage terms (30.6%). Reforms in the regulatory environment have led 
Bangladesh to obtain the maximum percentage gain (68.3%) within South Asia. The 
paper, however, cautiously points out that these gains by Bangladesh come principally 
on account of its own improvements, rather than improvements by its trading partners. 
Furthermore, the authors conduct a gravity model analysis, concentrating on the 
aforementioned four factors, to underscore the relative gains from putting in place 
trade facilitating measures in all the four areas. 

Wilson and Otsuki (2004) present an overview of trade facilitation in South 
Asia. It states that trade facilitation in South Asia has become increasingly important 
as the region has adopted more open trade policies since the late 1980s. It then 
highlights some of the regional initiatives such as SAARC, SAFTA, BIMST-EC in 
strengthening trade relationships among regional members. Some of the findings 
indicate that while it takes 2 to 3 days to clear a vessel in Bangladesh, the same is 
only a couple of hours in Singapore or Thailand. The study notes that scarcity of 
logistics is a major problem for trade facilitation in Bangladesh, and that the average 
transport costs on the Kolkata-Petrapole route between Bangladesh and India is 
Rs2543 (about 40 percent higher than other highways). The authors note that road 
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transport costs are also high in South Asia. 
Filmer (2003) contains a case study on the state of customs administration in 

Bangladesh. While the paper identifies various areas where reform measures are in 
place and the benefits due to such measures, it further underscores the issues in the 
reform programme that need to be addressed. It also highlights the role of 
international credit programmes aimed to facilitate customs reforms in Bangladesh. 
Particular mention, in this regard, is made of the Customs Administration 
Modernization (CAM) project and the implementation of the ASYCUDA++ software 
implemented by the government of Bangladesh with support by IDA credit. 

Das and Pohit (2004) argue that informal trade barriers inhibit trade in 
developing countries. Complex customs procedures, which sometimes change, and 
capacity constraints, given limited facilities and/or corruption at the border, are 
identified as critical factors. The paper attempts to quantify the relevant costs resulting 
from informal barriers that impinge upon trade between India and Bangladesh through 
the land customs stations (LCSs) at Petrapole (West Bengal) and Benapole 
(Bangladesh). The study is based on primary data collated through surveys conducted 
in West Bengal. Estimates presented in the paper show that the aggregate delay 
pertaining to all the phases of exports is approximately four days for a single shipment. 
It also shows that the additional transaction costs in terms of delays and speed money 
incurred by the Indian exporters trading with Bangladesh is about 10 per cent of 
shipment value. The authors suggest that informal barriers/para-tariffs in India-
Bangladesh trade are already high and further trade liberalisation without improving 
infrastructure would be counterproductive. The paper ends with feasible policy 
recommendations to make trade between India and Bangladesh more vibrant. 

SACEPS (2003) argues that a reduction of all traditional non-trade barriers 
(NTBs) should take place within seven years of the South Asian Free Trade Area 
(SAFTA) entering into force. The paper, which summarizes a number of task force 
reports from regional experts, recommends that minimum trade facilitation measures 
must occur, which should go into an free trade agreement (FTA) because trade 
facilitation is a very wide topic. This can broadly include transport arrangement, 
transit, and infrastructure. However, there is minimum set of elements for trade 
facilitation, which include establishment or mutual recognition of standards for 
movement of goods, quality of products, simplification and harmonisation of customs 
nomenclatures, and a common valuation system. 

2.2. Major On-going Capacity Building Projects 
At present, the average time required for imports to clear ports and customs in 

Bangladesh is seven days, and five days for exports3 (Chowdhury, 2005). This time, 
required for customs clearance, could be reduced with proper trade facilitation 
measures. Trade facilitation is also essential for small and medium size enterprises, 
which are the backbone of the manufacturing sector and employment in the country. 
Several studies show that the business costs are the highest for this sector. These costs 
also include compliance of import and export procedures, which are much lower for 
larger firms. 

The benefits of trade facilitation in Bangladesh are also visible from the 

                                                 
3 This refers to the time required not only to clear the customs procedures, but also the period for which 
import or export goods are kept/stagnated within the port area. 
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growth of Export Processing Zones (EPZ) in Bangladesh, import into and export from 
which are outside the purview of customary import and export regulation. Due to this 
facility along with other incentives, EPZs have become an attractive place both for 
foreign and local investors. There is no denying that trade facilitation along with other 
domestic measures can stimulate investment and contribute substantially to the 
country’s export performance. 

It is against this backdrop that Bangladesh has undertaken a number of trade 
facilitation measures in recent years. Considering the real need for export growth and 
export diversification, the following measures have been initiated during the last decade. 
 

Improving Capacity of the Chittagong Port 

Despite trade volume increases, the country’s largest seaport, Chittagong, 
suffers from insufficient space management, shortage of handling equipment, and lack 
of through-transit facilities for containers. These bottlenecks cause serious delays and 
traffic congestion. The port authority has been taking various steps to improve the 
port’s services, which are considered to be inadequate. 

The Chittagong Port Authority (CPA) is currently undertaking a 
computerisation programme to facilitate cargo movements in the port. This programme, 
due to be completed in June 2006, is likely to result in further trade facilitation in the 
country. Likely benefits of the project will then be evident in the form of consignees 
being able to make online payments to CPA, and loading and unloading of containers 
being faster, reducing turn around time from 4-4.5 days to 1-2 days. CPA has already 
been able to reduce ships turn around time from 5-7 days to 4-5 days. The situation is 
expected to be improved further after completion of New Mooring Container Terminal 
(NMCT) by September, 2006. 

Box 1 
Chittagong Port: Some Stylised Fact 

 
• Chittagong port connects Colombo, Madras, Calcutta – Thailand  
• 85%-90% of the trade flows of Bangladesh pass through Chittagong port  
• High shipping and port costs   
• Inadequate handling equipment  
• Lack of efficient port management system  
• Capacity is to handle 0.2 mln TEUS (twenty feet equivalent units per annum) 

handled 0.69 mln of TEUS in 2004  
• With average 15% export growth per annum, should be required to handle 1.175 

million TEUS by 2011 
• Cost of handling a 20 feet container in Chittagong port is around US$  600 whereas 

in other regional hub ports like Singapore, Colombo, Mumbai and Bangkok, the cost 
is around US$  216, US$  220, US$  450 and US$  360   

• Turn round time: 4 to 5 days - compared to Colombo is 1-2 days, Madras 4 –5 days, 
Bangkok 2 days and Singapore 1 – 2 days.  

• 48 endorsement for release of goods 
• Long turn round time & inefficient handling cost additional US $ 20,000 per vassel 

 
 

In order to get rid of the hassles related to document clearance and expedite the 
procedure, the Chittagong Port Authority has recently introduced one stop service. The 
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CPA claims that this initiative has been successful in reducing the time required for 
clearance of export cargo at the port area to a larger extent; it now takes less than 30 
minutes for documents to clear at the port. Earlier in 2003, a government appointed 
Secretaries’ Committee recommended improving the procedures at the port to complete 
documents processing, including banking formalities, within two hours at the port area. 
This recommendation was approved by the government and implemented within two 
months. This, however, excludes the time taken in the customs area, which was limited 
to one hour as recommended by the above committee. The number of signatures 
required was brought down from 17 to 5 at the same time (2003). 
 
Development of New Terminal 

The New Mooring Container Terminal (NMCT), being constructed by the CPA, 
is scheduled to be completed by September 2006. The underlying assumption is that it 
is going to be an important addition to the existing capacity. Four rail-mounted gantry 
cranes had been commissioned at the Chittagong Port in January 2006. These were 
imported from Japan and installed at the container terminal by the Chittagong Port 
Authority at a cost of Tk 150 crore. Commissioning of the cranes are likely to 
increase the per hour container handling capacity to 100 TEUs from 30 TEUs and 
shorten the turn around period of ships in the port, now an average 4.24 days to 
about a half day. The CPA fixed US$ 10 for each 40-foot container and $7.0 for 
each 20-foot container for the first 60 days. This will be rescheduled at $21 for 
each 40-foot container and $15 for each 20-foot container after two months. 
However, wide protest by shipping agents and feeder vessel operators against the 
additional charges has occurred. 

The one kilometre long new terminal is likely to increase CPA’s capacity to 
handle containers by half a million TEUs. The terminal will be operated by private 
companies under a new “land-lordship” concept where the port authority would keep 
ownership of the terminal. The lessee will have operational freedom and is expected to 
run the terminal with modern equipments and sophisticated facilities. A foreign 
proposal for setting up a private container terminal near the NMCT was unfortunately 
not initially materialised due to the administrative bottleneck, indecision at the political 
level and ultimately on account of a court verdict. Delay in setting up the NMCT also 
affected trade facilitation measures. Despite these difficulties, CPA claims that it clears 
a container within 3 days, while the consignees normally take an average of 20 days to 
take delivery of their consignments. 
 
Inland River Container Terminal and Multi-modal Transport 

Taking the fact into account that about 70% of the containers arriving at 
Chittagong port are sent to Dhaka (of which about 20% is transported via railway), the 
Ministry of Shipping of the Government of Bangladesh (GoB) has planned to construct 
an inland river container terminal (IRCT) to reduce the existing pressure on the 
Chittagong-Dhaka highway, having only one lane each way. This terminal, being set up 
at Pangaon near Dhaka, is expected to be completed by June 2007. It will be a joint 
venture between the Bangladesh Inland Water Transport Authority (BIWTA) and the 
CPA. The underlying assumption of the project is that water-based container movement 
is generally cheaper than railway or road transport. 
 Additionally, a Tk.15 billion project is now under implementation for improving 
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the road transportation between Chittagong and Dhaka. The aim is to convert the 
existing two-lane highway into a four-lane highway. A portion of the highway, about 40 
kilometres, has already been upgraded and the entire length is expected to be upgraded 
within three years. This might take a longer time due to inadequate funding 
arrangements. There is, however, a proposal from a Malaysian company for 
constructing an express highway between Chittagong and Dhaka. Once the proposal is 
finalised the construction is expected to start sometime in 2006. 

Bangladesh Railway operates two to three dedicated cargo trains every day for 
ferrying containers to Dhaka. It also plans to increase the number of dedicated cargo 
trains to five every day. This would double the capacity of Railway, hopefully within 18 
months. A large inland container depot (ICD) is being planned now at Joydevpur, 20 
kilometres away from Dhaka. 
 
Development of Land ports 

Bangladesh Land Ports Authority (BLPA) has 13 land ports under its 
jurisdiction. The BLPA initiated a programme to improve efficiency of the land ports by 
handing over the operations of port handling to the private sector. These private sector 
operators will develop required infrastructure, which is at present lacking in most of the 
land ports except Benapole. The Authority has meanwhile signed agreements with four 
firms to hand over lands of the following four ports: (i) Banglabandha (targeting 
adjacent North-Eastern States of India, Nepal and Bhutan); (ii) Hilly; (iii) Sonamasjid; 
and (iv) Bibirbazar. 

The fifth land port, Biral, scheduled to be developed during the first phase, is 
being delayed due to railway track problems. During its second phase, four more land 
ports (Teknaf, Tamabil, Akhaura and Burimari) will be assigned to the private 
companies, leaving Haluaghat, Bhomra and Darshana for the third phase. BLPA has no 
plans to sign similar agreements for its flagship land port at Banapole. Benapole is now 
a fairly developed land port while the Petrapole on the Indian side of the border has not 
yet been developed, hampering exports to India.  

A similar situation exists at Fulbari, which is situated opposite the 
Banglabandha land port. Trade facilitation measures at Fulbari will give a boost to 
international trade between Bangladesh and the North-Eastern States of India, Nepal 
(Kakorvita) and Bhutan (Foontsolling). Foontsolling is situated about 56 kilometres 
from Banglabandha. Trade facilitation measures at Fulbari will benefit the South Asian 
Sub-Regional Economic Cooperation (SASEC), promoted by the Asian Development 
Bank. Coordinated trade-related infrastructure development will only be possible if 
financial and technical support for Trade Related Capacity Building (TRCB) is made 
available to the three countries of the sub-region, namely, Bangladesh, Nepal and 
Bhutan. 
 
Development of E-Commerce 

E-Commerce in Bangladesh is expected to upgrade trade facilitation. This may, 
however, take some time and require a major effort. Cyber law has not yet been enacted 
and banking facilities/arrangements have not yet been developed to the desired level. 
Inter-bank online services have started, but are limited to second-generation private 
banks. E-Commerce will become very important in international trade in the coming 
years for countries like Bangladesh. Capacity development in this area should be given 
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due priority. Developed countries and stronger economies in the region may assist us in 
this regard. E-Commerce should be included as an important element of the TRCB 
programme for LDCs in the Doha Implementation Programme. 

2.3. Major Government Initiative and Institutions Involved 
Bangladesh Customs works under the umbrella of the National Board of 

Revenue (NBR) which is the apex body for direct and indirect tax revenue in 
Bangladesh. NBR is the major organ of Internal Resources Division (IRD) under the 
ministry of Finance, Government of Bangladesh. The Customs wing of the NBR 
formulates policy concerning levy and collection of customs duty and customs-related 
taxes/charges and administration. 
 The three major objectives of the Bangladesh customs are to: 

• Introduce speedy customs clearance through automation of the process; 
• Ensure transparency in customs clearance process as well as in revenue 

collection activities; and 
• Extend maximum possible facilities to the trade communities. 

 
Other institutions that are involved in trade related matters in Bangladesh are the 

Department of Shipping (DOS), Bangladesh Inland Water Transport Authority 
(BIWTA), Bangladesh Inland Water Transport Corporation (BIETC), Chittagong Port 
Authority (CPA), Mongla Port Authority (MPA), Bangladesh Land Port Authority 
(BLPA), Bangladesh Shipping Corporation (BSC), Maritime Academy, and the 
National Maritime Institute. 

In 1999, the Bangladesh Export Diversification Project (BDXDP) was created 
with the goal of strengthening the country’s economy by increasing exports trade. 
Funding and support for the project has been provided jointly through the World Bank 
and the World Customs Organisation. Trade facilitation initiatives in Bangladesh 
include WCO-sponsored experts from other customs administrations providing 
technical assistance workshops; a team of international and local experts, coupled 
with NBR staff for planning, training and the drafting of legislation; and the 
installation of the ASYCUDA++ system by UNCTAD for electronic data control. 

The Automated System for Customs Data (ASYCUDA++) is an electronic 
data system that allows random selection of consignments and staff for inspection 
purposes in order to cut down on the opportunity for bribes. The system was installed 
by a national team of eight members from customs administration, in coordination 
with an international consultant (Clapp and Mayne) representing UNCTAD. The 
original version of ASYCUDA was introduced to Dhaka and Chittagong between 
1992 and 1996. The ASYCUDA++ project was designed to introduce the updated 
system at 5 customs ports: ICD, Dhaka, Chittagong, Benapole and Mongla. The 
system covers most foreign trade procedures, including manifests and customs 
declarations, accounting procedures, risk management, and warehousing procedures. 
It serves as a database of detailed information about foreign trade transactions, which 
is helpful in economic analysis and planning. An UNCTAD study observes that 
ASYCUDA “cannot be successfully implemented without first undertaking a major 
reform of customs procedures.” In other words, computerisation alone cannot result in 
more efficient customs administration. 

Under the BDXDP, the Customs Administration Modernisation Project (CAM 
Project) is funded by the World Bank for the support of export diversification, which 
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includes customs reforms, trade and tariff policy reforms, and support to companies 
seeking to develop export products and expand markets. The project was under the 
purview of the Ministry of Industry, GoB, and funded by the International 
Development Authority (IDA). The project is one of the main components of the 
Bangladesh Export Diversification Programme (BDXDP) and simultaneously the first 
step of the Revenue Administration Modernisation Programme (RAMP). 

 

Box 2 
Major achievements from CAM (including ASYCUDA++) Project 

 
• Introduction of PSI: Physical inspection of consignments reduced from 100% in 1999 to 

10% in 2002. 
• Reduction in number of signatures: 25 in 1999 to 5 at present. 
• Export clearance time for 95% of consignments has been reduced from 72 hours in 1999 

to 3 hours in 2002. 
• Introduction of Direct Trader Input (DTI) facility in September 2003 
• Establishment of Trial Centre has simplified documentation processing. 

In the past, customs inspected every imported shipment, resulting in delays 
and harassment of importers. To counter this, the GoB introduced the use of Pre-
Shipment Inspection (PSI) in February 2000. Although it was introduced on a 
voluntary basis in 1993, it was made mandatory 15 February 2001. The designated 
PSI companies were given responsibility to certify the price, quantity and HS codes. 
Introducing the PSI system substantially reduced the harassment faced by importers 
and the time of import clearance. PSI verifies unit prices and examines and reports the 
quantity and quality of exports before they are sent to the importing country. In terms 
of trade facilitation, PSI can create more efficient administrations by controlling over- 
or under-invoicing of imports, misclassification of imports, under-collection of taxes 
on imports, misappropriation of funds, and compliance with national regulations.  

The Bangladesh-PSI project was designed by the NBR in consultation with 
both importers and staff. Three private PSI companies were contracted to inspect 
goods to be imported to Bangladesh and certify the accuracy of the related 
information. One of the rules guiding the PSI project in Bangladesh limits the 
physical examination of shipments by customs to 5 percent of the total of all 
shipments, while the rest undergo documentation checks only. The port of Chittagong 
now clears 40 percent of bills of entry in two working days or less. The number of 
bills of entry cleared in two days or less has increased by close to 25 percent per 
month. The number of bills of entry taking 7 days or more for clearance has been 
reduced from 26 percent to 21 percent. The target of the GoB is to clear all bills of 
entry in less than two days with the exception of goods that need to be fully inspected 
for customs purposes. 

A selectivity system was also implemented at the port of Chittagong, where 
shipments are screened against pre-determined risk criteria and then processed 
through the appropriate channel. The categories are “green channel” imports that are 
released with minimal documentation checks and no physical inspection, “yellow 
channel” imports that undergo a full documentation check, and “red channel” imports 
that account for 10 to 12 percent of the total and receive full documentation and 
physical inspection. 

A post-audit system is also underdevelopment to verify the accuracy of green 
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channel and yellow channel clearances. The government plans to extend the system to 
include both imports and exports and to implement the system at other customs 
offices. 

Introduction of the PSI scheme has also reduced customs point delays. Physical 
inspection of consignments was reduced from 100% in 1999 to 10% in 2002, which has 
significantly helped importers. There is also a demand for revising the PSI scheme 
further in order to reduce delays and costs involved. Additionally, there are allegations 
against PSI companies4 by the private sector business community, but the customs 
authority is not in favour of making further liberalisation of the scheme. One way of 
solving this problem may be the introduction of Post Landing Inspection (PLI) by a 
separate agency. Any lapses of the PSI companies would be checked by the PLI 
agencies and hopefully eliminate the concerns of the customs authority. 

Implementation of these initiatives in Bangladesh has not been without 
challenges. One of the initial obstacles was to ensure adequate political will to 
implement the changes. Administrative reforms can be subject to resistance from 
those who profit from a corrupt and inefficient regime. However, in the case of 
Bangladesh, the government perceived that the need to raise revenues could be met 
through reforming an inefficient and corrupt customs administration. Pressure for 
change also came from the private sector, especially from exporters who were unable 
to meet the costs of doing business in a corrupt system. 

The project also entails extensive training and retraining of customs officials 
that sometimes means bringing about a change in values as well as physical working 
conditions and wages. To a certain extent, these changes have been assisted by the 
external support of the World Bank, the WCO and UNCTAD in providing both 
financial and technical assistance. This external support has likely had a positive 
psychological impact, weakening the strength of critics of the reforms. On the other 
hand, more funding will be needed to ensure long-term customs reforms in order to 
promote trade facilitation in the country. 

With the liberalisation of import and export policy, successive governments of 
Bangladesh have undertaken several measures to facilitate trade. A first step towards 
trade facilitation was the withdrawal of the licensing system and passbook in the early 
1990s. Currently, an importer and exporter require Import Registration Certificate 
(IRC) or Export Registration Certificate (ERC). The Chief Controller of Import and 
Export issues these certificates upon the applicant’s submission of the trade license 
from the local authority, and a membership certificate of the relevant trade association 
or chamber of commerce and industry. In general, importers are allowed to import 
with a Letter of Credit Authorisation (LCA) form, prescribed for authorisation of the 
opening of an irrevocable Letter of Credit (L/C). 

Along with the LCA form, importers have to submit an L/C application form, 
an invoice, and an insurance cover note. The import procedures have also been 
relaxed in certain cases, where imports are allowed with the LCA form without 
opening an L/C. These include: (i) import of books, journals, magazines and 
periodicals; (ii) import of any permissible item for an amount not exceeding US$ 
5,000; (iii) import under commodity aid, grant or such other loans for which there are 
specific procurement procedures for imports of goods without opening an L/C; and (iv) 
                                                 
4 The four PSI companies working at present in Bangladesh are Cotecna Inspection S. A.; MS Bureau 
Veritas (Bivac) Bangladesh Ltd; MS Inspectorate Bangladesh (Pvt) Ltd; and Intertek Testing Service 
International Ltd. 
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import of “international chemical references” through bank drafts by recognized 
pharmaceutical (allopathic) firms on the approval of the Director, Drug 
Administration, for the purpose of quality control of their products. Further, an L/C is 
not required for import of perishable goods for eventual re-exportation valued 
between US$ 5,000 and US$ 7,500 per consignment, or for import of machinery and 
raw materials by export-oriented industries. 

A first initiative to ease and speed up the customs clearance was taken in 1992 
through a project funded by the World Bank as a first step to improve customs 
administration and customs clearance procedures.  

Bangladesh, like many other countries, maintains special schemes for exports. 
Currently, two such schemes, special bonded warehouse (SBW) and duty draw 
facilities, are in place. In order to facilitate exports, it is essential to reduce the cost of 
exports and imports clearance procedures for SBW by simplifying customs procedural 
requirements and at the same time improving the monitoring system within the SBW 
by customs in order to avoid revenue leakage. 

For speedy customs clearance of goods it is essential to shift from transaction-
based processes towards risk management and port-clearance audit processes. While 
the government intends to introduce these systems, implementation requires changes 
in the philosophy of customs clearance procedures along with changes in: customs 
acts, development of audit methodology, tools and procedures, development of risk 
management policy and tools, mechanism and procedures for risk analysis, 
identification of risk factors, training of officials and necessary equipment to 
implement the system. As of 2003, the necessary amendments in the Customs Act 
have been made, and necessary tools, procedures and mechanisms for risk 
management and post audit clearance have been developed. 

Import clearance procedures have been further simplified by reducing the 
number of signatures needed for clearance of import and export consignment and 
frequency of inspection of the consignments. While 25 signatures were required for 
clearance of import and export consignments in 1999, in 2002 the number was 
reduced to only 5. Since 2002, customs officials physically inspected only 10 per cent 
of the import consignments, while 100 per cent consignments were previously 
inspected. As a result, average processing time for clearance of goods from customs 
was reduced to 1 to 3 days for import and 3 to 8 hours for exports (Khan: 2004). 

The huge increase of trade volume during the 1990s in Bangladesh 
necessitated an efficient customs clearance system. Due to budget constraints it was 
not possible for the government to increase the number of customs officials, forcing 
the government to go for computerisation of customs clearance procedures. 
Accordingly, the CAM project has undertaken a task to equip the major customs 
stations and the NBR with modern information technology through installation of 
ASYCUDA++, which covers most trade procedures. 

It is clear from the above discussion that the various initiatives taken by the 
government of Bangladesh with a view to facilitate trade are, indeed, encouraging 
measures. However, much depends on proper maintenance and implementation which, 
in turn, depend on bold measures, an efficient workforce and professional ethics. For 
example, if the customs automation is to bring the desired benefits to the country’s 
trade performance, there is the need for adequate and efficient manpower to maintain 
and oversee the overall programme. Besides, once the infrastructure development in 
the port and transport sector is adequately done the business competitiveness in the 
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country will be largely enhanced. 
 
 

3. Assessment of Trade Facilitation Situation 
 

Information provided in this section is based on both primary and secondary 
sources. As part of the former, a checklist-based interview5 was conducted (see Annex 
I). 

3.1. Article X 
 

Publication and Availability of Information 
It is of particular importance for all agents involved in international trade to be 

aware of all the rules and procedures of entering and operating in a market. Thus, 
availability and accessibility of information is crucial from the operational aspect. The 
Bangladesh government has been trying to make all information related to 
international trade available to the relevant stakeholders, including laws and 
regulations, tariff schedule, duty and tax rates, amendments in rules and other issues 
which are of critical importance from a systematic operational perspective. Most of 
the information is published in the National Gazette, Customs Bulletin, statutory 
regulatory order (SRO), press release, and public notices, while others can be 
accessed via the internet6. However, this information is not always readily available to 
entities other than customs authorities. On the other hand, all information relating to 
rules, laws, and amendments, among others, is published in Bangla. Anybody 
requiring such information in any other language has to commission their own 
translations. Any information on request is supplied by the customs authority for a 
lump sum payment of Tk.20/-. The provision also exists of supplying binding rulings 
on classification, valuation, or origin by the administration on application. 

Customs does not publish all proposed changes or new requirements and/or 
relevant information in advance of their respective entries into force for interested 
parties. However, the customs authority invites proposals for changes from interested 
groups during December – January every year. This offer closes in February. The 
authority of accepting or rejecting any or all proposals, nevertheless, lies solely with 
the government. Therefore, one may say that the participation capacity of non-
government actors in influencing government decisions is very limited as far as 
customs rules and procedures are considered. All changes are made public during the 
budget declaration. As for information services, CPA has initiated a one step service to 
reduce the time traditionally required for documentation and clearance. However, it 
should always be kept in mind that consultative and feedback mechanisms ensure 
higher degrees of predictability of regulatory environments, improve public 
confidence and support and improve the prospect of compliance.  
 
 
 
                                                 
5 The interview was based on a checklist developed by the WTO Secretariat based on the more 
comprehensive WCO Self-assessment Checklist submitted by WCO to the negotiation group. 
6 Most of the information are available on the official website (www.nbr-bd.org) of the National Board 
of Revenue (NBR). The CPA website (www.cpa.gov.bd) also provides a great deal of information. 
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Time Period between Publication and Implementation 

No specific timeline is drawn as far as implementation of published rules and 
amendments are concerned. Whenever any new rule is adopted (also in the case of 
amendment of existing provisions) a target is fixed for its implementation. Such target 
may vary from several months to a year. Any new rule or order published and/or 
disseminated comes into effect from the date mentioned in the SRO or Gazette. 
 
Consultation and Commenting on New or Amended Rules 
 

As mentioned above, the participation of the private sector in shaping or 
redesigning the rules and regulations related to trade facilitation in Bangladesh is 
quite limited and depends solely on the intention of the government. The government 
does invite proposals from the business community for amendments to existing laws. 
This is done particularly prior to the budget declaration. However, reflection of the 
concerns of the private sector in the amendments is never guaranteed. Besides, there 
exists no defined procedure of consultation with, or inviting comments or feedback 
from, the private sector. 
 
Advance Rulings/Advance Lodgement of Data 
 

Advance lodgement and processing of data is an important tool in reducing the 
time required to process data, apply risk assessment arrangements and reach decisions 
by the concerned authorities. Bangladesh introduced the Direct Traders Input (DTI) in 
September 2003. This facilitated the shipping agents to lodge all the necessary 
information in a prescribed form before the consignment’s arrival. However, the 
process is still at an early stage and will require more time to get into full swing. 
Nevertheless, the underlying provision is that only a registered (by the Commissioner 
of Customs) person or institution may transmit to, or receive information from, a 
Customs computer system. 
 
Appeal Procedures 
 

Every international trade actor understands the need for appropriate 
mechanisms for reviewing and correcting administrative actions related to customs 
and border matters. In Bangladesh, a provision is in place for binding customs rulings, 
and the right for appeal is well established. With a view to deal with such judicial 
matters, the Commissioner (Appeal) and the Customs Tribunal are in place. These two 
entities form the internal review mechanism. There is also the provision for any party 
to appeal to the Supreme Court. Appeal processes in Bangladesh have a specific time 
limit of three months. Goods are permitted to be released pending the outcome of any 
appeal. However, a bank guarantee or commercial undertaking is required for security 
purposes. 
 
Other Measures to Enhance Impartiality and Non-Discrimination 

 
The Bangladesh customs does not authorise any individual or institution with 

a special credence to apply any simplified or special procedures. All traders are 
treated equally. However, in some cases, traders with long term satisfactory track 
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records in all aspects of importation/exportation, may enjoy the privilege of faster 
release or clearance of their goods. 
 

3.2. Article VIII 
 
Fees and Charges Connected with Importation and Exportation 

 
Fees and charges related to importation and exportation are clearly defined by 

the Bangladesh customs authority. The concerned administration charges a lump sum 
amount of Tk.20/- for each trade related information (e.g. copy of an SRO, tariff 
related information, etc.). This fee is published in the Bangladesh Customs Act. 
 
Formalities Connected with Importation and Exportation 

 
The CPA has repeatedly stated that development of the ASYCUDA++ has 

automated the customs authority to a large extent, expediting the procedures related to 
exportation and importation. Along with this, establishment of the DTI has enabled 
the traders to put all the necessary information in a prescribed form at a single place. 
This, undoubtedly, supports the activities of the customs authority and reduces the 
hassles faced by the traders with regard to documentation. The customs authority also 
shares all the information related to importation and exportation in CD format. 
 However, one needs to be cautious while underscoring the level of 
implementation of the ASYCUDA++. In practice, as has been found during a field 
visit to the Chittagong port and Chittagong Customs House, most of the paperwork 
still exists in the customs procedure. The only automation service that is extended to 
an importer or exporter is the noting system7. 

Bangladesh customs does exercise separate expedited procedures for express 
consignments. Section 78 of the Bangladesh Customs Act 2002 mentions such matter 
under the heading Power to Permit Immediate Discharge. It needs to be mentioned 
here that such express consignment shipment facility is in place only for perishable 
goods such as rice, wheat, sugar, cotton, leather, and clinker as well as petroleum 
products and relief goods. Goods can also be partially released prior to completion of 
all clearance formalities. Both audit based controls and risk analysis are partially 
implemented in Bangladesh. Apart from these, all government, semi-government and 
autonomous institutions, diplomatic missions, and especially designated institutions 
and personnel are eligible to take advantage of express consignment shipment. 
 
Consularisation 
 

No information on implementation of the process of consularisation in 
Bangladesh could be obtained. 
 
Settlement of Disputes 

 

                                                 
7 This refers to issuance of a printed version of the Bill of Entry/Export after a manually filled in copy 
of the same is provided to the DTI Hallroom, and then an Assessment Notice. 
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In case of a dispute between an importer and customs official, the Import 
Trade Control Committee (ITCC) plays the role of the adjudication body. The 
committee consists of local representatives of the Customs Authority, the Cisco 
Certified Internetwork Expert (CCIE) and the chamber of commerce and industry. 
The committee generally makes decisions within 15 days of receiving the importer’s 
request. The importer, not being satisfied with the decision, can appeal to the central 
ITCC, comprising the CCIE, the NBR, the concerned sponsoring agency and the 
Federation of Bangladesh Chamber of Commerce and Industry (FBCCI)8. 
 
Border Agency Coordination 
 

Coordination among various border agencies with the Customs Authority is an 
ongoing practice. In case of chemical testing, the Customs seeks the cooperation of 
the Bangladesh Council of Scientific & Industrial Research (BCSIR). For quality 
control purposes, the Bangladesh Standard Testing Institute (BSTI) is called in. The 
customs also call upon the assistance of the experts from the Bangladesh Atomic 
Energy Commission (BAEC) whenever there is a necessity for testing radioactivity of 
a certain product. In some cases, where required, the Customs and other authorities 
carry out their inspection simultaneously. However, no authority is permitted to 
discharge the duty, or take the responsibility, of any other specialized authority. 
 
Release and Clearance of Goods 
 

Release and clearance of goods are also of high importance for the traders. In 
this regard, the customs authority undertakes a pre-arrival assessment of the 
consignment. This is done as a part of risk assessment which depends on advance 
lodgement and processing of data. There is also the provision for immediate 
release/clearance of certain categories of goods such as petroleum and perishable 
goods such as rice, wheat, and sugar. Four companies have been nominated by the 
authority to conduct PSI in Bangladesh. In this context, the Bangladesh Customs Act 
states, “The government may, by notification in the official Gazette, impose pre-
shipment inspection service charge on imported goods required to be inspected by 
pre-shipment inspection agencies at a rate not exceeding one percent of the value of 
such goods and this charge shall be collected as if it were a customs duty leviable…”. 
 
Tariff Classification 

 
Bangladesh is a contracting party to the WCO HS Convention and uses the HS 

nomenclature as a basis for designing customs tariffs. For the last fiscal year 
(FY2005), tariff classification for importation and exportation was decided upon to be 
of three categories: 7.5% on basic raw materials, 15% on intermediate goods, and 
25% on finished goods. However, there is the option of supplementary duties which in 
some cases accede the highest ceiling of 25%. Besides, there is the provision of 
exemption from duty in special circumstances such as for goods which are only 
temporarily imported for subsequent exportation or goods that will be used in 
Bangladesh for production, manufacturing, processing or repairing. 

                                                 
8 Wickramasinghe, 2004 
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3.3. Article V 
 
Matters Relating to Goods Transit 

 
Bangladesh is neither a landlocked country nor an immediate neighbouring 

country of a landlocked country. However, Bangladesh has two seaports at Chittagong 
and Mongla, and two countries, Nepal and Bhutan, of this region are landlocked. 
There is a great potential, due to its geographical location, to provide effective and 
efficient transit facilities to landlocked countries of this region for accessing sea. 
Nepal and Bhutan have also shown keen interest to use Bangladeshi seaports for their 
international trade. It may be mentioned here that India, Bangladesh and Nepal have 
so far not acceded to the international transit conventions like the TIR Convention or 
the ATA Convention. 

Bangladesh is willing to provide such transit facilities for landlocked countries 
of this region. Such arrangement of transit would benefit both the landlocked country 
and transit providing country. With the transit facility, landlocked countries will gain 
sea access for their international trade. As a result they will be able to reduce their 
business costs and in turn they will become more competitive. On the other hand, a 
transit providing country would also benefited by generating various economic 
activities, which will create opportunities for many sectors, such as the service, 
employment, and infrastructure sectors. However, as far as the issue of providing 
transit to India is concerned there is a degree of reluctance on the part of Bangladesh 
which fears that Indian goods might enter Bangladeshi territory. 

To increase our trade with neighbouring countries and also with a view to 
provide transit facilities to landlocked countries in the region, Bangladesh is 
developing and improving facilities at various land ports. Recently we have developed 
a land port at Banglabandha at the north-western point of the country with particular 
attention to Nepal and Bhutan. Through this land port Nepal and Bhutan will be able 
to use our seaports. Moreover, we have constructed the Jamuna Bridge on the river 
Jamuna and Lalan Shah Bridge over the river Padma. Bangladesh will also construct 
another bridge named Rupsha Bridge over the river Rupsha. The main objective of 
constructing these bridges is to bring the entire country into an uninterrupted road 
network without any river ferry. This road network will provide the easy 
transportation system for goods within the country as well as facilitate international 
trade by providing easy access to seaports. This road network will also be very useful 
for landlocked Nepal and Bhutan to get easy access to our seaports. 

In the context of interest shown by Nepal and Bhutan, Bangladesh is trying to 
conclude transit arrangements with those countries. One such arrangement named 
“Operating Modalities for the Carriage of Transit Cargo between Nepal and 
Bangladesh” is at the final stage. 

To develop multimodal transit transport arrangements involving road, railway 
and waterways, we would require technical and financial assistance due to the high 
costs and investment needs. 

From the above discussion, Bangladesh still has a long way to go in terms of 
meeting the requirements to facilitate trade in a more conducive manner. One issue, 
which is of particular importance, is the lack of government initiatives to discuss the 
various issues related to trade facilitation with the private sector. Thus, a public-
private mutual understanding is of paramount interest. Although a number of 
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initiatives to ease the formalities regarding customs declaration and release of goods 
have been taken, much more needs to be done to create a more enabling business 
environment in the country. 

 
4.Trade Facilitation Needs and  Priorities of the Private Sector 

 
According to the Global Competitiveness Report (GCR), published by the 

World Economic Forum (WEF), Bangladesh seriously lacks a competitive business 
environment which is a prerequisite for any country to gear its economic development. 
As per the GCR 2005, Bangladesh was ranked 100 among 117 countries in terms of 
business competitiveness. The country’s rank in the previous year was 95 out of 104 
countries.9 The major cause for such a downslide was identified as the deterioration in 
the quality of the business environment. Furthermore, corruption within the public 
institutions was reported to be one of the major bottlenecks hindering Bangladesh’s 
economic growth. 

While lack of adequate facility in conducting trade in a sound manner results 
in revenue loss and administrative complexities for a country, it is the private sector 
business organisations which “suffer from both direct border related costs, such as 
expenses related to supplying information and documents to the relevant authority, 
and indirect costs, such as those arising from procedural delays, lost business 
opportunities and lack of predictability in the regulations”. 
 
Data and Methodology 

The information presented here has been collected from respondents from the 
private sector in Bangladesh through a survey. Questionnaires were sent to 150 
prospective respondents from which feedback was received from 73 firms. This 
included 52 export oriented business firms and companies, 15 freight forwarders, 4 
shipping agencies and 2 international courier service providers (FedEx and DHL). 

In order to quantify the responses to the questions on the perceived level of 
implementation of GATT Articles V, VIII and X, and articulating the needs and 
priorities of the private sector, each option for response was attributed a number 
(starting from 1 for ‘Strongly Disagree’ to 7 for ‘Strongly Agree’). Then these 
numerical responses were divided by the total number of respondents to calculate the 
average. For example: 
 

If, for a particular question, 10 respondents tick Disagree (that is 10 X 2 = 20 
in numeric terms), 5 tick Slightly Agree (5 X 5 = 25) and 3 tick Strongly Agree (3 X 7 
= 21), then the average score for that question is (20+25+21)/(10+5+3) or 3.67. 
 

For the question on identification of most problematic factors in conducting 
trade, a weighted average was calculated to rank the factors. 

4.1. Perceived Level of Implementation of GATT Articles V, VIII and X 
Given the country’s competitiveness in the business environment, the 

respondents to this particular query expressed their opinion based on their practical 
experiences. As has been noted earlier, the disappointment of the business community 

                                                 
9 Global Competitiveness Report 2005-2006 
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is clearly manifested through their responses. While the business community may not 
quite be critical of the lack of impartiality of the rules, regulations and judicial 
decisions, they also blame the authorities for failing to control use of irregular and 
arbitrary payments as a means to expedite release of goods from the customs. A 
broader picture of the perception of the private sector in Bangladesh as regards level 
of implementation of GATT Article V, VIII and X is presented below: 

 
Table 1 

Level of Implementation of Selected Trade Facilitation Measures 
 

Issues Opinion 

Documentation requirements for import/export are excessive and time 
consuming 

Strongly 
Agree 

Irregular and arbitrary payments are often required to expedite release of 
goods from customs 

Strongly 
Agree 

An independent system to appeal trade and/or customs authorities’ 
decisions is available and operates effectively Disagree 

Laws, regulations and judicial decisions are applied in a uniform, 
impartial, and reasonable manner Disagree 

Penalties and fines for minor breaches of customs regulation (e.g., due to 
typing mistakes) are small and reasonable 

Slighly 
Disagree 

Submitting required trade documentation to trade/customs authorities for 
approval is easy 

Slighy 
Disagree 

 Source: Private Sector Survey 
 

The above table also depicts the business community’s significant discomfort 
with the documentation requirements and the lengthy time required for processing of 
documents by the concerned authorities. Moreover, they are also of the view that the 
legislative body is not functioning to its best level to bring disputes to an end. 
However, they do appreciate the automation of the customs which has resulted in 
minimizing the procedural time length. 

From an operational point of view, the above picture is far from satisfactory 
and the government of Bangladesh needs to take significant action in order to reverse 
the situation. However, one cannot put the blame solely on the government and/or its 
organs for the current scenario. Much lies on the part of the private sector as well. 
Because, at the end of the day, it is the private sector which involves itself in irregular 
payments to get their goods released more quickly. Moreover, they have to understand 
the government’s resource and capacity constraints.  

It may be noted here that the private sector itself, sometimes, causes 
inconveniences for its own business. One example is the readymade garments (RMG) 
sector, the largest import-export sector in Bangladesh (about 80% of RMG exporters 
also import their fabrics from outside the country, 15% in the case of knitwear 
exporters). It was reported that the RMG exporters normally take an average of nine 
days to clear consignments from the ports. This is rather surprising considering the 
long-standing and repeated complaints of the RMG exporters about extra lead-time. 
CPA feels that small and medium sized RMG exporters and other port users lack the 
capacity to expeditiously clear their consignments. Information concerning ships arrival 
at the port, timely receipt of shipping documents, banking formalities, and IT 
connectivity, among others, have been identified as major problem areas. It is obvious 
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that IT-based operations by the port authority, customs authority and the port users 
including shipping agencies, freight forwarders and others, will reduce the time taken 
for clearance of consignments from the port. 

The private sector representatives, when asked to identify the most 
problematic factors in conducting trade in Bangladesh, overwhelmingly ranked 
customs valuation as first followed by inspection and release of goods (Figure 4). 
From the previous discussion on the level of implementation of GATT Articles V, VIII 
and X, it was quite evident that irregular and arbitrary payments play a major role in 
expediting inspection and release of goods. Inconveniences related to submission of 
documentation were also another major concern of the private sector. This has once 
again been reflected in identification of problematic factors. 

 
Figure 4 

Most Problematic Factors in Conducting Trade 

0 5 10 15 20 25

Identification of origin of the goods

Technical or sanitary requirements

Payment of fees and penalties

Obtaining an import license

Submission of documents for clearance

Tariff classification

Inspection and release of goods

Customs valuation

Weighted Average

 
 Source: Private Sector Survey 
 

The private sector’s discomfort with the tariff classifications indicates that the 
business community does find the existing three tier tariff schedule a bit inconvenient 
for conducting business in a friendly condition. As far as quality control requirements 
are concerned, it is also evident from the findings that the nature of technical and/or 
sanitary requirements is also cumbersome for the traders. 

4.2. Trade Facilitation Priorities of the Private Sector 
Identification of the most problematic factors in doing business captures the 

private sector’s perception of the government’s current administrative efficiency in 
terms of international trade. It is also of no less importance to assess the view of the 
business community as to which concerns in the area of trade facilitation need to be 
addressed at the earliest. The following table underscores the top ten (full list in 
Annex II) trade facilitation measures which the private sector in Bangladesh thinks 
should be brought in line with the interest of the business community. 
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Table 3 
Top Ten Priority Areas in Trade Facilitation 

 

 Source: Private Sector Survey. 

Sl. Issues 

1 Reduction and simplification of documentation requirements 
2 Elimination of bribery and other corrupt practices of customs 

personnel 
3 Establishment of a single window for one-time submission 
4 Harmonisation and standardisation of documentation requirements 

based on international standards 
5 Independent appeal mechanism for traders 
6 Improvement in customs inspection and control procedures 
7 Computerisation and automation of trade procedures 
8 Timely and comprehensive publication and dissemination of trade 

rules and regulations 
9 Completing clearance of goods before they have arrived physically 

in the Customs territory 
10 Establishment of enquiry points and/or call centres 

 
Additionally, the Centre for Policy Dialogue (CPD) conducts a yearly survey 

of the top business executives in the country. 10  The 2005 survey brought to the 
forefront the most problematic factors which, according to the business community in 
the country, impose higher costs of doing business. The factors identified, starting 
with the most problematic factor, were: corruption, inefficient government 
bureaucracy, inadequate supply of infrastructure, policy instability, crime and theft, 
and access to financing. Thus, both survey exercises confirm that corruption, in terms 
of bribery and corrupt practices of customs personnel, and inefficiency of government 
bureaucracy are the two most problematic factors in conducting business in 
Bangladesh. 

The above table clearly shows the concerns of the business community 
particularly in the contexts of simplifying documentation requirements and 
elimination of corruption. There is no denying the fact that these two issues do play a 
major role in increasing the costs of doing business. While emphasis has also been 
placed on customs inspection and control procedures, there seems to be less 
enthusiasm in the context of computerisation and automation of trade procedures. 
This is particularly because of the installation of the ASYCUDA++ and establishment 
of the DTI. 

Having taken note of the above, the private sector respondents have put 
forward a set of key suggestions regarding prioritisation of trade facilitation measures 
in Bangladesh. These are: 

• Customs valuation procedures need to be straight forward 
• Payment of penalties must be on merit – Not on expert judgement 
• Port facility (infrastructural) needs to be more scientific 
• Berthing delay should be minimised 

                                                 
10 The CPD has been carrying out this survey since 2001 in collaboration with the World Economic 
Forum (WEF). 
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• Import clearance need to be decentralised i.e. outside the CPA 
• Documentation should be simplified 
• Procedure/steps (for approval) should be reduced in the PSI valuation 
• Customs automation needs to be strengthened further 
• Single window facility should be initiated at the earliest 
• Internal transport and communication infrastructure has to be developed 

 
It needs no further clarification that the business community in Bangladesh 

bears a somewhat pessimistic view on the current state of trade facilitation.  
Identification of the most problematic factors in doing business clearly highlights the 
major concerns of the private sector. The trade facilitation measures that have been 
identified as top priorities to be put in place expresses the urgency for the government 
to undertake more pragmatic policy decisions. 
 

5. Cost of Trade Facilitation and Selected Trade Facilitation Measures 
 

Before engaging a detailed assessment of trade facilitation costs, obtaining 
accurate quantitative information on the cost of various trade facilitation measures has 
not been possible as far as this particular case study is concerned. The central 
limitation has been the reluctance of concerned authorities to provide classified and 
non-circulatory information. A limited range of information is presented here obtained 
from secondary sources including reports prepared by the financing agencies of 
various projects. 

The WB funded CAM-1 Project under the BDXDP commenced in August 
1999 with a budget of USD 9.61 million. The main goals were: the reform and 
simplification of customs procedures; a shift to post-entry audits for warehouse 
imports; bringing the private sector into the process of export reform through raising 
awareness with programs such as training seminars and publication of research; and 
facilitating diversification of exports by electronic information for speedy processing, 
effective risk management and policy decisions.  

The project is specifically targeted at the ready-made garment sector in order 
to increase efficiency and simplify the customs clearance process for both imports and 
exports. Under Phase 1 of the CAM Project, the NBR made legislative changes to the 
Customs Act of 1969 facilitating the use of electronic processing, post-clearance audit, 
binding rulings, management rights to transfer staff, and limitations on shipment 
detention. The tariff structure has also been simplified so that import assessments 
would be more consistent. Changes to legislation and details concerning regulations 
have been published and can be accessed on the Internet. Private Pre-Shipment 
Inspection companies have replaced customs inspections for most imports, and a task 
force has been formed to address delays at the main port of entry. The project is a part 
of the NBR’s long-term plan to modernise the whole revenue administration in 
Bangladesh. 

The government’s initiative to allocate Tk. 15 billion to convert the existing 
two-lane highway between the port city of Chittagong and the capital city Dhaka into 
four-lanes is commendable.  

The proposed Chittagong Port Trade Facilitation Project (CPTFP), which was 
scheduled to commence on 1 July 2005 and be completed by 1 July 2008, is still lying 
on the shelves due to administrative complexities. However, the initial cost estimation 
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of the project, as designed by the Asian Development Bank, was USD 41.3 million. 
While 74 per cent of the total cost will be borne by the ADB, the government of 
Bangladesh is supposed to take care of the rest (Table 4). 

As for the expenditure by the government of Bangladesh, the agencies which 
will be involved are the Customs House of Chittagong (CHC), Chittagong Port 
Authority (CPA), and the Roads and Highways Department (RHD). Government 
budgetary allocations will finance the CHC and RHD components. The CPA 
component will be financed out of its own funds. 

 
Table 4 

Project Cost of CPTFP 
 

Source/Component  Foreign Exchange 
($ million)  

Local Currency 
($ million)  Total Cost  Percent of 

Project Cost 
ADB  30.6 0.0 30.6 74.1 
Government 

CPA Component  0.0 2.7 2.7 6.5 
CHC Component  0.0 0.6 0.6 1.5 
RHD Component  0.0 7.4 7.4 17.9 

Total  30.6 10.7 41.3 100.0 
Source: ADB estimates. 

 
Faced with a paucity of quantitative data required for the study, a qualitative 

assessment of the cost implications of selected measures was conducted through a 
questionnaire-based interview11. We hope the findings of this particular exercise will 
add value to the study. The following discussions are based on the information 
generated through the interview. 

 
Figure 5 depicts the cost involvement of various trade facilitation measures at 

three different phases of implementation, setup cost, operating cost, and long-term 
savings. Predictions are made of the required time for implementation of 12 trade 
facilitation measures. These measures are (i) Alignment of trade documents according 
to the UN Layout Key for trade documents, adoption of the HS nomenclature and use 
of internationally agreed standard data elements for trade documents; (ii) Systematic 
and timely online publication of relevant trade regulations and procedures, including 
fees and charges, in the local language and in English; (iii) Establishment of enquiry 
points and single national focal points for trade regulations and other issues; (iv) 
Establishment of a national trade facilitation committee to comment on new and 
amended rules prior to their entry into force as well as to conduct periodic reviews of 
trade procedures; (v) Establishment of a single window system, defined as a system 
allowing traders to submit all relevant documents at one time and place for approval 
by all government agencies. This system may or may not be IT based; (vi) Provision 
of advance rulings on tariff classification, valuation, and origin that are binding (for a 
specific time period); (vii) Establishment of an effective appeal procedure for 
Customs and other agencies rulings; (viii) Establishment and systematic use of pre-
arrival clearance mechanisms, processing of goods declaration received in advance of 
goods arrivals, and pre-arrival clearance; (ix) Implementation of modern risk 
                                                 
11 The questionnaire used may be found in Annex 2 of ARTNeT Working Paper No.3, 
www.artnetontrade.org
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management systems for release and clearance of goods; (x) Expedited procedures for 
express shipments and qualified traders/companies; (xi) Establishment and wider use 
of audit-based customs (post-declaration audits); and (xii) Expedited clearance of 
goods (subject to post-clearance audit) based on a bond, guarantee, or audit deposit 
arrangement. 

 
Figure 5 

Qualitative Assessment of the Cost of Implementing Selected TF Measures 
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Along with the above information, the exercise also highlighted five trade 

facilitation measures to be of highest priority for inclusion of Articles V, VIII and X or 
a WTO Agreement on Trade Facilitation. This information is based particularly on the 
cost and time required for various trade facilitation measures. These, starting with the 
highest priority, are (i) Alignment of trade documents according to the UN Layout 
Key for trade documents, adoption of the HS nomenclature and use of internationally 
agreed standard data elements for trade documents; (ii) Elimination of corruption; (iii) 
Establishment of a single window system, defined as a system allowing traders to 
submit all relevant documents at one time and place for approval by all government 
agencies. This system may or may not be IT based; (iv) Establishment of a national 
trade facilitation committee to comment on new and amended rules prior to their entry 
into force as well as to conduct periodic reviews of trade procedures; and (v) 
Expedited clearance of goods (subject to post-clearance audit) based on a bond, 
guarantee, or audit deposit arrangement. 

 
 Table 5 is a compilation of the information gathered from the earlier 
mentioned interviews. Experts were asked to categorise various trade facilitation 
measures according to order of implementation. As can be seen, category 1 represents 
those measures which need urgent attention for implementation. The rest (categories 2 
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and 3) will be put in place subsequently. 
 

Table 5 
Sequencing of Selected Trade Facilitation Measures 

Trade Facilitation Measure Group 
Alignment of trade documents according to the UN Layout Key for 
trade documents, adoption of the HS nomenclature and use of 
internationally agreed standard data elements for trade documents  

1 

Systematic and timely online publication of relevant trade regulations 
and procedures, including fees and charges, in the local language and 
in English 

1 

Establishment of enquiry points and single national focal points for 
trade regulations and other issues 

1 

Establishment of a national trade facilitation committee to comment 
on new and amended rules prior to their entry into force as well as to 
conduct periodic reviews of trade procedures 

1 

Establishment of a single window system, defined as a system 
allowing traders to submit all relevant documents at one time and 
place for approval by all government agencies. This system may or 
may not be IT based 

1 

Provision of advance rulings on tariff classification, valuation, and 
origin that are binding (for a specific time period) 

2 

Establishment of an effective appeal procedure for Customs and 
other agencies rulings 

2 

Establishment and systematic use of pre-arrival clearance 
mechanisms, processing of goods declaration received in advance of 
goods arrivals, and pre-arrival clearance 

2 

Implementation of modern risk management systems for release and 
clearance of goods 

2 

Expedited procedures for express shipments and qualified 
traders/companies 

2 

Establishment and wider use of audit-based customs (post-
declaration audits) 

3 

Expedited clearance of goods (subject to post-clearance audit) based 
on a bond, guarantee, or audit deposit arrangement 

3 

 Source: Expert Opinion Survey on Cost of Trade Facilitation 
 
 

6. Implications for The WTO Negotiations on Trade Facilitation 

6.1. Background of Negotiations on Trade Facilitation 
Although trade facilitation appears as a new agenda within the WTO system, it 

is in fact not new within the context of trade negotiations or to other international 
organisations. For example, the United Nations, its affiliated commissions and 
institutions as well as other specialised institutions such as the WCO have been 
working on trade facilitation for over half a century. Trade facilitation was very much 
so a part of the GATT since its inception (SAWTEE, 2004). However, the issue 
gathered momentum when brought under the mandate of negotiations in the 1996 
Singapore Ministerial. 
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Singapore Ministerial 

The 1996 Singapore Ministerial Declaration established working groups to 
analyse issues related to investment, competition policy and transparency in 
government procurement. It also directed the WTO Council for Trade in Goods to 
“undertake exploratory and analytical work […] on the simplification of trade 
procedures in order to assess the scope for WTO rules in this area”, taking into 
account the work of other relevant organisations in order to assess the scope for WTO 
rules in this area.  
 
The Doha Ministerial 

The Doha Ministerial in November 2001 was the major milestone in the 
WTO’s involvement in trade facilitation, which established that negotiations on trade 
facilitation would take place after the Fifth Session of the Ministerial Conference in 
2003 in Mexico. The Doha Declaration (Para 27), after several failed texts, finally 
agreed on the following: “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 a 
decision 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 Articles V, 
VIII and X of the GATT 1994 and identify the trade facilitation needs and priorities of 
members, in particular developing and least developed countries. We commit 
ourselves to ensuring adequate technical assistance and support for capacity building 
in this area.”12   
 
Cancún Ministerial 

In 2003, the WTO continued its work on trade facilitation under the Doha 
mandate and on the three core agenda items: (i) GATT Articles V, VIII and X; (ii) 
trade facilitation needs and priorities of members, especially of developing and least 
developed countries; and (iii) technical assistance and capacity building. The draft 
Cancún Ministerial noted that, while “considerable progress” was made, “more work 
needs to be done in some key areas to enable us to proceed towards the conclusion of 
the negotiations in fulfilment of the commitments we took at Doha”. Ministers, 
therefore, instructed their officials to continue working on outstanding issues with a 
renewed sense of urgency and purpose, taking fully into account all the views 
expressed in the Conference. 

Since the Cancún collapse, informal meetings at the Heads of Delegation level 
discussed potential approaches to the Singapore issues. Enthusiasm to discuss trade 
facilitation emerged by the first week of December 2003. Bangladesh, on behalf of the 
least-developed countries group, supported by 15 other developing countries 
including China and India, submitted a communication on the Singapore issues 
(WT/GC/W/522) requesting that investment, competition and transparency in 
government procurement be dropped. Lack of consensus inspired the Chair to suggest 
continuing discussions on issues like trade facilitation and transparency in 

                                                 
12 Doha Ministerial Declaration paragraph 27, November 2001. 
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government procurement. The debate carried on until April 2004, when a ‘core-group’ 
of developing countries and LDCs opined that they were prepared to discuss trade 
facilitation, but only for the purpose of clarifying substantive modalities for 
negotiations. In addition to insisting that negotiations must be based on ‘explicit 
consensus’, they called for the remaining Singapore issues to be dropped altogether 
from the WTO work programme, and expressed a desire to see prior movement in 
issues such as agriculture before starting discussions on trade facilitation. 
 
July Package 

The ‘July Package’ adopted by the General Council on 1 August 2004 called 
for negotiations on trade facilitation, while other Singapore Issues (competition, 
investment and transparency in government procurement) had been dropped from the 
Doha mandate. Annex D of the July Package elaborated on the modalities for 
negotiations on trade facilitation, which stipulated that negotiations “shall aim to 
clarify and improve relevant aspects of Articles V, VIII and X of the GATT 1994 with 
a view to further expediting the movement, release and clearance of goods, including 
goods in transit.” Moreover, providing the core modalities, the trade facilitation text 
also contains relatively strong ‘development language’, which provides the scope for 
developing countries not to implement their part of the commitments absent technical 
assistance. 
 
Hong Kong Ministerial 

The Ministerial declaration stated that “We recall and reaffirm the mandate 
and modalities for negotiations on Trade Facilitation contained in Annex D of the 
Decision adopted by the General Council on 1 August 2004. We note with 
appreciation the report of the Negotiating Group, attached in Annex E to this 
document, and the comments made by our delegations on that report as reflected in 
document TN/TF/M/11. We endorse the recommendations contained in paragraphs 3, 
4, 5, 6 and 7 of the report.”  
 
Mandated Deadline 

As the agreement by explicit consensus to launch negotiations on trade 
facilitation makes the issue part of the Doha single undertaking, the negotiations will 
conclude when the Doha Round does. 

 
Table 6 

Doha Work Programme on Trade Facilitation:  Timelines For 2006 
 

Source: WTO 

Agenda Timeline Comments 
Submission and discussion of proposals on all three pillars 
(Articles, Special &Differential Treatment and Technical 
Assistance & Capacity Building). 

February, 2006 8 proposals were 
put at  Negotiating 
Group (15-16 
February) 

First full draft report to the TNC. July, 2006  

 

6.2. LDC Interests in the Context of the Ongoing Negotiations 
To date, most of the trade facilitation standards evolved and held up as models 

were those devised by developed countries in the light of their own needs, experiences, 
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capacities and objectives to bring state-of-the-art technology and tools to their 
command. Though compliance with such standards may virtually stand to be cost-free 
developed countries, these will result in heavy spending by the developing and least 
developed countries as they are positioned as the standard-takers rather than standard-
setters. Needless to say, these countries would have a double disadvantage in 
upgrading their trade infrastructure, and adopting something which is not home-
grown, as well as bearing the cost of adjustment. 

It is in the interests of developing and least developed countries to manage the 
balancing of the costs and benefits of trade facilitation and integration according to 
their ability, technological and institutional preparedness as well as control across the 
supply chain of efficiency. At the same time, the external elements of trade facilitation 
also need to be taken into account. It must be kept in mind that the commitments by 
the developed countries are not open ended. 

One tends to agree with the broadly held perception that it would be 
particularly harmful to LDCs like Bangladesh to lodge trade facilitation with binding 
rules in the WTO, with the possibility of enforcing them through the dispute 
settlement mechanism. Bangladesh will find it difficult to meet standards of 
automation and modernisation at all its ports, airports and land customs stations. 
Promises of S&D (in this matter as in others) cannot be taken at face value given the 
lack of progress in this area in the Doha negotiations so far. Besides, the “One size fits 
all” approach is not appropriate in case of customs harmonisation rules and it would 
be unfair on LDCs, as they would need to maintain high standards of trade facilitation 
which will involve costly adjustments. Moreover, the structure and functions of 
present customs are not uniform across the countries. Trade facilitation would thus 
become another arduous obligation on developing and least developed countries, 
potentially creating a stumbling block towards economic development in LDCs such 
as Bangladesh. 
 
LDC friendly provisions in the July Package 

As is explicitly spelt out in the July package, negotiations on trade facilitation 
in the WTO will extend a number of S&D treatment measures to the LDCs. The 
mandate underscores the issues in the following manner: 

• Results of the negotiations shall take fully into account the principle of special 
and differential treatment for developing and least developed countries. 

• The principal of S&DT should be extended beyond granting of traditional 
transition periods for implementing commitments. 

• LDCs will not be required to undertake any commitment beyond their capacity. 
• Identification of needs and priorities, and addressing the concerns as regards 

cost implications of proposed measures have been pronounced as integral parts 
of the negotiations. 

• Technical assistance and capacity building support should be provided to 
enable LDCs to fully participate in and benefit from the negotiations as well as 
to implement commitments resulting from the negotiations. 

 
Some of these promises need clarification. However, this demonstrates 

progress, and the LDCs must play a pro-active role to bring the promises in line with 
their interests. 
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6.3. Existing Proposals, and Priorities for Bangladesh 
The paper has already discussed the trade facilitation measures of critical 

importance for enhancing Bangladesh’s international trade performance. In this 
context, however, a comparative analysis of current trade facilitation proposals and 
the priorities of Bangladesh (as identified by the private sector) proves useful to 
provide a guide to the country’s stance with regard to the ongoing negotiations in the 
WTO. 
 

Table 7 
WTO Proposals on Trade Facilitation and Priorities for Bangladesh 

 
Reflection in Members’ Proposals Bangladesh Priorities Relevant Proposals Major Issues Raised 

Reduction and 
simplification of 
documentation 
requirements 

Symbol: (TN/TF/…) 
W/17, W/18, W/24, 
W/30, W/31, W/36, 
W/45, W/46, W/62, 
W/67 and W/70. 
 
Sponsors: 
Japan, Mongolia, Peru, 
Chinese Taipei, Korea, 
New Zealand, Hong 
Kong, China, Norway, 
Switzerland, Turkey, EC, 
Chile 

• Non-discrimination 
• Periodic Review of 

Formalities and Requirements 
• Reduction/Limitation of 

Formalities and 
Documentation Requirements 

• Use of International Standards 
• Uniform Customs Code 
• Acceptance of Commercially 

Available Information and of 
Copies 

• Automation 
• Single Window/One-time 

Submission 
• Elimination of Pre-Shipment 

Inspection 
• Phasing out Mandatory Use of 

Customs Brokers 

Elimination of bribery 
and other corrupt 
practices of customs 
personnel 

Symbol: (TN/TF/…) 
W/8, W/60 
 
Sponsors: 
Japan, Mongolia, 
Chinese Taipei, Pakistan, 
Peru, Dominican 
Republic 

• Establishment of a Code of 
Conduct 

• Computerised System to 
Reduce/Eliminate Discretion 

• System of Penalties 
• Technical Assistance to 

Create/Build up Capacities to 
Prevent and Control Customs 
Offences 

• Appointment of Staff for 
Education and Training 

• Coordination and Control 
Mechanisms 

Establishment of single 
window for one-time 
submission 

Symbol: (TN/TF/…) 
W/17, W/ 18, W/30, 
W/45, W/46, W/70 

• Introduction of procedures for 
allowing one-time submission 

• Acceptance of single 
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Reflection in Members’ Proposals Bangladesh Priorities Relevant Proposals Major Issues Raised 
 
Sponsors: 
Japan, Mongolia, 
Chinese Taipei, Peru, 
Korea, Turkey, EC, Chile 

documentary submission 
• Single window as a 

clearinghouse for all 
documents and data 
submission 

• Establishment of single 
window at borders or ports 
with efficient computer back-
up 

• Inter-agency coordination 

Harmonisation and 
standardisation of 
documentation 
requirements based on 
international standards 

Symbol: (TN/TF/…) 
W/17, W/18, W/30, 
W/36, W/45, W/46, 
W/62, W/67, W/70 
 
Sponsors: 
Turkey, EC, New 
Zealand, Norway, 
Switzerland, Chile, 
Japan, Mongolia, 
Chinese Taipei, Peru, 
Korea, Turkey 

• Use of international standards 
as a basis for documentation 
and data requirements 

• Development and adoption of 
common international trade 
requirements and procedures 

Independent appeal 
mechanism for traders 

Symbol: (TN/TF/…) 
W/6, W/8 
 
Sponsors: 
EC, Japan, Mongolia, 
Chinese Taipei, Pakistan, 
Peru 

• Obligation to provide non-
discriminatory, legal right of 
appeal against customs and 
other agency rulings and 
decisions 

• Development of legal and 
administrative appeal systems 
for lodging objections 

• Release of goods in the event 
of appeal 

Improvement in 
customs inspection and 
control procedures 

Symbol: (TN/TF/…) 
W/39 
 
Sponsors: 
Paraguay, Rwanda, 
Switzerland 

• Avoidance of inspection and 
controls more than once over 
the same shipment unless it is 
completely necessary 

• Non-imposition of veterinary, 
medicosanitary or 
phytosanitary inspection for 
goods in transit 

Computerisation and 
automation of trade 
procedures 

Symbol: (TN/TF/…) 
W/30, W/45 
 
Sponsors: 
Peru, Turkey 

• Automation of customs and 
other agency import/export 
procedures 

• Introduction of automated and 
Electronic Data Interchange 
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Reflection in Members’ Proposals Bangladesh Priorities Relevant Proposals Major Issues Raised 
(EDI) 

Timely and 
comprehensive 
publication and 
dissemination of trade 
rules and regulations 

Symbol: (TN/TF/…) 
W/6, W/7, W/8, W/13, 
W/26, W/30, W/32, 
W/40, W/45, W/70 
 
Sponsors: 
Chinese Taipei, Korea, 
Peru, Japan, Mongolia, 
EC, Chile, Pakistan, 
China, US, Hong Kong, 
Argentina, Turkey 

• Make rules and regulations 
available on a non-
discriminatory basis 

• Information should be widely 
available 

• Publication of rules and 
regulations in at least one of 
the official WTO languages 

• Ensuring dissemination of 
information through readily 
and promptly accessibly 
official media 

Completing clearance 
of goods before they 
have arrived physically 
in the customs territory 

Symbol: (TN/TF/…) 
W/10, W/17, W/18, 
W/46, W/53, W/70 
 
Sponsors: 
Chinese Taipei, Korea, 
Peru, Japan, Mongolia, 
EC, Chile 

• Enabling importers to file 
entries prior to arrival of 
goods at the port of entry 

• Introduction of procedures for 
accepting and examining 
documents prior to arrival of 
goods 

• Commitment by members to 
introduce simplified customs 
release and clearance 
procedures including pre-
arrival processing 

Establishment of 
enquiry points and/or 
call centres 

Symbol: (TN/TF/…) 
W/6, W/7, W/10, W/26, 
W/30, W/45, W/70 
 
Sponsors: 
Chinese Taipei, Korea, 
Peru, Japan, Mongolia, 
EC, Chile, Pakistan, 
China 

• Establishment of enquiry 
points providing information 
on all measures and 
information 

• Single National Focal Point as 
a centre for communication 
with other domestic competent 
authorities 

• Enquiry points with competent 
officers 

Source: Compiled from TN/TF/43/Rev.5 
 

The above compilation attempts to establish a linkage between the Bangladesh 
priorities and the submissions tabled by the Member countries. Although most of the 
issues regarding various trade facilitation measures may seem to be “apparently 
innocent”, it is pertinent to scrutinise these from a developmental perspective 
particularly in the context of LDCs’ interests like Bangladesh. It may be recalled here 
that the July Framework was the first initiative towards integrating TRCB with the 
issue of trade facilitation. 
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6.4. Recommendations for Future Negotiations on Trade Facilitation 
Although Bangladesh is yet to put forward a full fledged proposal in the WTO, 

there seems to be much concern as regards designing the strategies to come up with 
concrete suggestions which will be supported by the other LDC members of the WTO. 
Thus in view of the preceding discussions, particularly taking the private sector 
findings into account, a set of recommendations for future WTO negotiations on trade 
facilitation include: 

• Any modality for identification of trade facilitation needs and cost must be 
finalised in consultation with LDC Members. 

• In order to realise full and faithful operationalisation of flexibilities (S&DT) 
agreed in the Modalities for Negotiations on Trade Facilitation, LDC Members 
will only be required to undertake commitments to the extent consistent with 
their individual development, financial and trade needs or their administrative 
and institutional capabilities. 

• Adequate financial and technical assistance and capacity building support for 
infrastructure development are the primary requirements for the LDCs to 
meaningfully integrate themselves into the global trade regime. Besides, 
sustained funding flow is a crucial issue. Hence, members of the apex trade 
body must come up with a needs-based assistance programme to take the 
current negotiations to any further milestone. 

• Flexibility, especially in terms of transitional periods, in implementing specific 
commitments in a progressive manner must be provided to the LDCs as part of 
the commitment of S&DT. 

• Necessary technical assistance for harmonising and standardising 
documentation procedures will be an integral part of any agreement on trade 
facilitation. Successful implementation of international standards can 
significantly decrease and simplify import and export documentation 
requirements. 

• Detailed quantitative assessment in terms of cost implications in establishing 
enquiry points, and risk management and post clearance audit systems must be 
carried out prior to embarking upon any agreement. 

• Submissions by the developed Members regarding enforcement of legal 
obligations such as “binding advance rulings” is a major concern for the LDCs. 
Any agreement on such issues would mean that an act of non-compliance may 
expose LDCs like Bangladesh to the WTO dispute settlement system. 

• There needs to be adequate support for establishment of a cross-border 
cooperation scheme that would enable landlocked Members and their 
neighbouring Members to consult and cooperate on the issue of traffic in 
transit. 

 
For most LDCs and developing countries, implementation of trade facilitation 

obligations negotiated in the WTO may involve broad and detailed domestic customs 
and trade administration reforms. As a result, LDCs will require substantial technical 
and financial assistance from developed countries and international organisations in 
order to fulfil their obligations. In addition, there is increased concern among LDCs 
that dispute settlement procedures could be used against them simply because they 
lack the technical and financial capacity to implement their obligations on trade 
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facilitation. It is, thus, of crucial importance for Bangladesh and other LDCs that any 
negotiation on trade facilitation in the WTO is carried out with due recognition to the 
constraints and limitations of the LDCs. 
 

7. Conclusion 
 

The foregoing analysis allows us to conclude that the impact of any agreement 
on trade facilitation under the WTO will have significant implications for Bangladesh. 
Bangladesh needs to prepare itself if it is to reap the benefits of any such agreement. 
Under the present context Bangladesh will have to deal with the issue in three 
different forms. 

Firstly, simplification of rules and procedures related to export and import is 
direly need. One specific issue in this context is the customs valuation procedure. The 
participation of the private sector in formulation of and amendment to customs laws 
and regulations has to be ensured to create a more enabling business competitiveness 
environment. Development of adequate infrastructure at all the ports should be 
completed within the shortest possible time period for the country’s business to catch 
up with the international system. 

Secondly, there should be sufficient opportunity for the relevant customs 
officials and other agency personnel to be trained in a manner to expedite all customs 
related formalities at ports and borders. The government should ensure a corruption 
free administration to deal with issues related to international trade. This issue is also 
pertinent from the special and differential treatment (S&DT) point of view. A WTO 
agreement with particular emphasis on human resource capacity building in the LDCs 
will be a welcomed initiative. 

Thirdly, pragmatic policy measures and strategies should be developed to deal 
with the emanating challenges from the ongoing WTO negotiations on trade 
facilitation. 

There is no doubt that significant progress in the ongoing trade facilitation 
negotiations is of critical importance for the LDCs to be effectively integrated into the 
international trading system. Although a fairly large number of proposals have already 
been submitted by the WTO members, hardly any tangible development has been 
noticed till date. Issues of heightened interest to the LDCs are special and differential 
treatment (S&DT), and support for capacity building. From this point of view, the 
July 2006 draft report will stand out to be a crucial document for the LDCs. 

Reaching a platform to sign an agreement on trade facilitation does not mean 
imposition of rigid and impractical obligations on weaker states. Rather it means 
understanding the constraints and limitations of the weaker members and helping 
them by providing technical assistance and capacity building support, recognising that 
these countries need special attention from the developed countries.  

The preceding discussions have been an attempt to underscore the present 
condition of trade facilitation measures in Bangladesh. The private sector views have 
also been highlighted to understand their concerns. The set up costs of various trade 
facilitation measures are, in many cases, higher than operating costs. Nevertheless, 
one cannot sideline the long-term benefits that are likely to emanate from putting in 
place effective measures to facilitate trade in a country like Bangladesh. What one 
needs to bear in mind is that there is a simple chain of causality - human development 
is enhanced through income growth, income growth is greater with more cross border 
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trade, and trade is increased through trade facilitation efforts. Thus, as a member of 
the apex trade body in the world, Bangladesh should look forward to having a 
successful agreement on trade facilitation which will not undermine the interest of the 
LDCs and where weaker members will not be subject to any rigorous binding 
commitment to make concessions as is currently the case with many WTO 
negotiations. 
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Annex I: Annotated  WTO WCO Self Assessment Checklist 
 

  Question Response Comments and Precisions 
  

  [Yes=1; No=0;   
     Not Applicable =N/A]   

Questions/Issues related mainly to Article X (publication and administration of trade regulations) 

 
PUBLICATION/AVAILABILITY OF INFORMATION  

1 Is any of the following published? 
    

 Laws/Acts/Ordinances 1   
 Regulations/Rules/Orders 1   
 Documentary Requirements 1 Changes 
 Standard Operating Practices 1 Sectoral 
 Standard Processing Times 1 3 days for PSI 
 Specific Customs Procedures 1   
 Tariff Classification 1   
 Valuation 1 GATT valuation 
 Exemptions, Prohibitions, Restrictions 1 Statutory Regulatory Orders (SROs) 
 Duty & Tax Rates 1 Tariff classification/tax schedule 
 Fees and Charges 1   
 Administrative Arrangements & Requirements 1   
 Management Plans 1 Strategic development plan 
 Rulings/ Judicial Decisions 1   
 Facts Regarding Trade or Trade Related 

Agreements with Other Countries 1   
 Other?   Nothing verbal; all published; dispatch is poor 

2 Is relevant Customs and trade related information 
made available via the internet? 1   

3 Is relevant Customs and trade related information 
made available in:     

 Customs offices 1   
 Embassies/ Consulates 1 Occasionally sent to them 
 Trade Missions/Offices 1 Do 
 Government Buildings/Offices 1 Do 
 Public Buildings/Offices 1 Do 
 Other?     

4 Is relevant information made available in English, 
French or Spanish or any other Languages? 0 Only in Bangla 

5 Does Customs charge for information provided? 
1 Tk. 20 for particular information 

6 When charges are made, are costs limited to only the 
service provided? 

1   
7 Does Customs publish all proposed changes or new 

requirements and/or relevant information in advance of 
the entry into force for interested parties to take into 
account? 0 

However, the customs authority invites proposals for changes 
from interest groups during December-January period; this 
offer closes in February. 

 If so, where and how are these published?     
8 Do stakeholders have the opportunity to 

contribute/develop/influence/question all proposed 
changes of new requirements in advance of the entry 
into force? 1 

However, the decision is upto the government whether or not to 
take any proposal into account. 

  If no, then do they have say in major proposed 
changes?   
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  Question Comments and Precisions Response 
  

    [Yes=1; No=0; 
     Not Applicable =N/A]   
9 Does Customs invite comments from the public and 

business/trade-bodies on all proposed changes or new 
requirements in advance of the entry into force? 0 

Not as such, but seeks new proposals from the stakeholder 
groups. Thie final deision is upto the government. All changes 
are informed during the Budget declaration. 

10 Has Customs established information services such 
as:   

  

 Client/Help Desk 0   
 Enquiry Point 0   
 Customer/Trader Contacts 0   
 Call Center 0   
 Other? 0   
    
 Rulings   

11 Does a system exist of national legislation establishing 
appropriate provisions for binding rulings by Customs? 1 

  

12 Does national legislation provide for Customs to 
furnish rulings within a specified period? 1 

  

13 Are ruling processes established with specific time 
limits? 1 

  

14 Do ruling procedures provide the opportunity for 
appeal with review and/or judicial process? 1 

The Commissioner (Appeal), and the Customs Tribunal are in 
place. 

15 Does the administration provide binding rulings for:     
 Valuation 1   
 Classification 1   
 Origin 1   
 Other Customs Purposes? 1   
    
 Appeals and Review   

16 Are internal appeal and review mechanisms 
established? 1 

  

17 Are internal appeal and review mechanisms 
independent? 1 

  

18 Are provisions established for an initial appeal to 
Customs? 1 

  

19 Are provisions established for a further appeal to an 
authority independent of Customs? 1 

  

20 Are provisions established for a final right of appeal to 
a judicial authority? 1 

May go to the Supreme Court 

21 Do appeal processes have specific time limits? 1 Three months to 1 year 
22 Are goods released pending the outcome of an 

appeal? 1 
  

23 Is a security or other form of guarantee required? 1 Bank guarantee or Commercial undertaking 
 Management 

  
24 Are systems in place to monitor and evaluate the 

performance of Customs against established 
standards and/or indicators? 1 

  

25 Are training programmes established for Customs 
clearance procedures? 1 

The Customs Training Academy provides such courses along 
with refresher courses 

26 Are all Customs staff given training on integrity 
matters? 0 

  

27 Has a Code of Conduct/Code of Ethics been 
developed and implemented by Customs? 0 

Nothing formal; only the Service Rule for the Civil Servants in 
Bangladesh in followed 

        
 Systems and Procedures    

28 Is the customs automated? 1 As part of the ASYCUDA++ 
29 Is electronic filing of entry documents provided for? 1 The Direct Trader Input (DTI) system 
30 Do customs and other agencies share information 

electronically? 1 
In CD format 

31 Are pre-arrival clearance procedures used? 1 Pre-arrival assessment is done; not clearance 
 Is there any system of pre-inspection from the port of 1 Four companies are conduct the Pre-Shipment Inspection 
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  Question Comments and Precisions Response 
  

    [Yes=1; No=0; 
     Not Applicable =N/A]   

exit? 
32 Does the administration grant immediate 

release/clearance procedures to any category of 
goods? 1 

Petroleum, and perishable goods such as rice, sugar, wheat 
etc. 

33 Does the administration specify a minimum 
value/minimum amount of duties and taxes below 
which no duties and taxes will be collected? 1 

Specific Rate of Duty 

34 Do you have separate expedited procedures for 
express consignment shipments? 1 

Petroleum, and perishable goods such as rice, sugar, wheat 
etc. 

35 Can data be submitted prior to arrival of the goods? 1   
36 Can goods be released prior to completion of all 

clearance formalities? 1 
Partly 

37 Do you have weight or value restrictions for express 
consignment shipments? 1 

Tariff value for Petroleum 

38 Does the administration use risk analysis to determine 
which goods should be examined? 1 

Parametres are there; but partly implemented 

39 Do Customs control systems include audit based 
controls? 1 

Partly done 

40 Does the Customs administration authorize persons 
with an appropriate compliance record for simplified 
and special procedures? 0 

  

41 For authorized persons:     
 Can goods be released on the provision of 

minimum information with full clearance being finalized 
subsequently? Time period?   

  

 Can goods be cleared at the declarant’s 
premises?   

  

 Other?     
    
  
  

Questions/Issues related mainly to Article VIII (Fees and Formalities connected with importation/exportations) 

42 Does the administration charge for the provision of 
information to the trade? 1 

BD Tk. 20 per information 

43 Do fees for customs processing reflect the cost of 
services rendered? 0 

  

44 Are fees published? 1   
 Is the amount due published? 1   
 Is the time due published? 1   
 Does publication mention the entity assessing the 

fee? 1 
  

 Is the procedure for how payment can be made 
published? 1 

  

45 Are fee amounts published on the internet? 1   
        
  Questions/Issues related mainly to Article V (Freedom of Transit)   
 General   

46 Have regional transit systems been implemented? 0   
47 Have international transit systems been implemented? 0   
48 Is the Customs territory a landlocked country?     

 Transit facility for land-locked countries (e.g. Nepal) to 
use our port.   

  

49 Are transit corridors established within the Customs 
territory?   

  

50 Are transit routes prescribed?     
51 Are transit routes agreed in consultation with trade 

operators?   
  

52 Is abuse of the Customs transit system a concern in 
the Customs territory?   

  

53 Is a strict route stipulated for all high risk goods?     
54 Is Customs escort required for all high risk goods?     
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  Question Comments and Precisions Response 
  

    [Yes=1; No=0; 
     Not Applicable =N/A]   

55 Are time limits imposed for transit goods?     
56 Are current border posts and Customs offices suitably 

located for effective transit operations within the 
Customs territory?   

  

57 Are operating hours coordinated with other Customs 
administrations?   

  

58 Are controls and responsibilities at border posts 
coordinated with other border agencies?   

  

59 Are controls and responsibilities at border posts 
coordinated with other country’s Customs 
administrations?   

  

 Documentation   
60 Is a Goods declaration required for all goods in transit?     
61 Is a standardized Customs transit 

declaration/document in use?   
  

62 Have documentary requirements for transit 
coordinated with other border agencies?   

  

63 Are documentary requirements for transit coordinated 
with other border agencies?   

  

64 Are simplified transit declarations in use?     
    
 Securities and Guarantees   

65 Are goods in transit relieved of the payment of duties 
and taxes?   

  

66 Are any fees and charges levied in connection with 
Customs transit?   

  

67 Has an international guarantee system been 
implemented?   

  

68 Are securities and/or guarantees required for all goods 
in transit?   

  

69 Are cash deposits required for goods in transit?     
70 Are securities and/or guarantees discharged as soon 

as the obligations have been fulfilled?   
  

        
 Examination   

71 Are examinations for goods in transit based on the 
application of risk assessment?   

  

    
 Authorized Trades   

72 Are simplified procedures established for authorized 
consignors involved in the transit procedure?   

  

    
 Seals and Fastening   

73 Are seals and identification marks affixed by foreign 
Customs accepted for Customs transit operations? 

  
  

This Questionnaire was developed by WTO based on the WCO Self Assessment Check List 
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Annex II: Private Sector Survey Instrument 
 
 

Key Findings from the Survey of the Trade Facilitation Needs and Priorities of the 
Private Sector in Bangladesh 

 
 
1. Perceived Level of Implementation of GATT Articles V, VIII and X 
 

Sl. Issues 
Average 

Score 
(out of 7) 

1.1 Trade and customs procedures and regulations are publicly 
available and easily accessible 3.4 

1.2 Information about changes in regulations and procedures are made 
available promptly and conveniently to the public 3.1 

1.3 Laws, regulations and judicial decisions are applied in a uniform, 
impartial, and reasonable manner 2.7 

1.4 An independent system to appeal trade and/or customs authorities’ 
decisions is available and operates effectively 2.6 

1.5 A formal and effective private sector consultation mechanism 
exists, allowing traders to comment on proposed changes to 
regulations and procedures before they are issued and 
implemented 

3.7 

1.6 An effective advance ruling system is in place 4.1 
1.7 Documentation requirements for import/export are excessive and 

time consuming 6.1 

1.8 On average, fees and charges levied on export and import are 
reasonable 3.4 

1.9 Penalties and fines for minor breaches of customs regulation (e.g., 
due to typing mistakes) are small and reasonable 3.3 

1.10 Irregular and arbitrary payments are often required to expedite 
release of goods from customs 6.2 

1.11 Submitting required trade documentation to trade/customs 
authorities for approval is easy 3.1 

1.12 Computerisation and automation of customs and trade procedures 
have noticeably reduced average time of clearance 4.2 

1.13 Treatment of goods and vehicles in transit is non-discriminatory 4.1 
1.14 Goods in transit are subject to unreasonable transit duties or transit 

charges 4.7 

1.15 Regulation and procedures for goods in transit are clearly defined 
and widely available 3.4 

1.16 Vehicles in transit are allowed to use the most convenient routes to 
their destination 4.3 

 
Note: 1 = Strongly disagree; 4 = No opinion; 7 = Strongly agree 
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1.17. Most Problematic Factors in Conducting Trade 
 

Rank Factor Weighted Avg. 
1 Customs valuation 22.77% 
2 Inspection and release of goods 19.02% 
3 Tariff classification 14.99% 

4 Submission of documents for 
clearance  13.83% 

5 Obtaining an import license 9.80% 
6 Payment of fees and penalties  8.93% 
7 Technical or sanitary requirements 5.76% 
8 Identification of origin of the goods 4.90% 

 
 
 
1.18. Customs and Trade Regulations and Procedures Result in Significant Costs in Doing 
Business 

Percentage of respondents to the question 
 

Yes No 
65% 32% 

 
 
 
1.19. In the Context of Export/Import, Major Difficulties Faced are 
 

Percentage of respondents to the question 
 

Domestic Foreign
90% 10% 
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2. Identifying Trade Facilitation Needs and Priorities in Bangladesh 
 

Sl. Issues Average Score 
(out of 5) 

2.1 Reduction and simplification of documentation requirements 4.7 
2.2 Elimination of bribery and other corrupt practices of customs 

personnel 4.7 

2.3 Establishment of a single window for one-time submission 4.6 
2.4 Harmonisation and standardisation of documentation requirements 

based on international standards 4.5 

2.5 Independent appeal mechanism for traders 4.3 
2.6 Improvement in customs inspection and control procedures 4.2 
2.7 Computerisation and automation of trade procedures 4.2 
2.8 Timely and comprehensive publication and dissemination of trade 

rules and regulations 4.2 

2.9 Completing clearance of goods before they have arrived physically 
in the Customs territory 3.9 

2.10 Establishment of enquiry points and/or call centres 3.9 
2.11 Establishment of consultation mechanism for trader inputs 3.8 
2.12 Establishment of an advance ruling system 3.7 
2.13 Implementation of international and regional transit systems based 

on international standards and practices 3.6 

2.14 Separating release from clearance procedures, i.e., allowing goods 
to be released before all clearance formalities have been completed  3.4 

 
Note: 3 = High priority; 4 = Very high priority; 5 = Highest priority 
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Executive Summary 
 

In 2004, China became the third largest trading economy in the world. Although 
official overall average import tariff rate was reduced to 9.9% as of January 2005, actual 
tariff rates are likely much lower. Although further tariff reductions may lead to renewed 
and expanded global trade growth, trade facilitation will play an increasingly important 
role in promoting global trade. 

The Chinese government has made great efforts in trade facilitation and huge 
investments in related infrastructure, mainly as part of its “Fast Customs Clearance 
System”. However, some areas still require improvement. Nearly 40% of Chinese enterprises 
surveyed in this study identified “technical or sanitary requirements” as the most problematic 
trade facilitation related issue, 25% chose “customs valuation” and “payment of fees and 
penalties”, and 12.5% chose “obtaining an import license”.  

Based on private sector needs and China’s actual achievements, the following issues 
should be at the top of the trade facilitation measures considered for inclusion in the WTO trade 
facilitation agreement: improvement of coordination between relevant agencies; timely and 
comprehensive publication and dissemination of trade rules and regulations; reduction and 
simplification of the documentation requirements for import and export procedures; and 
improvement in customs inspection and control procedures. 

Costs associated with implementation of trade facilitation measures may be classified 
into four categories: new regulations, institutional changes, training, and equipment and 
infrastructure. The study was generally not able to determine costs of specific trade 
facilitation measures in China. However, Customs and the General Administration of 
Quality Supervision, Inspection and Quarantine (AQSIQ) are the two government 
departments that are most deeply involved in trade facilitation, and a review of their 
expenditures in this field provides useful information on equipment/infrastructure costs that 
may be associated with implementing modern trade facilitation systems. The Customs and 
AQSIQ inputs in computerization in 2005/06 are estimated to be RMB 1420 million 
(about USD 176 million) and RMB 510 million (about USD 63 million), respectively. 
Major information projects conducted by Customs and AQSIQ in 2005/06 are estimated, 
respectively, to be RMB 5.888 million (about USD 731 thousand) and RMB 4.386 
million (about USD 544 thousand). 

Several Chinese trade facilitation reforms are linked to the Asia-Pacific Economic 
Cooperation (APEC) trade facilitation framework. Under this framework, when setting 
the APEC Bogor Goals of trade liberalization and trade facilitation, the APEC leaders 
agreed to two separate timetables, 2010 for developed members and 2020 for developing 
members. In 2001, the APEC leaders agreed to lower transaction costs by 5% within 5 
years. In trade facilitation negotiation and implementation within the WTO framework, 
the study recommends that APEC methods may be considered by the trade facilitation 
negotiating group in order to lay a foundation for the smooth implementation of 
multilaterally agreed upon trade facilitation measures. 
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I. Introduction 
With the rapid development and increasing openness of the Chinese economy, 

China’s trade volume has grown at a very rapid pace. In 2004, China ranked as the third 
largest trading economy in the world. Voluntarily lowering its tariff rate and 
implementing its World Trade Organization (WTO) commitments, China’s overall level 
of import duty was lowered to 9.9% as of January 1, 2005. The import duty on 
agricultural products was lowered to 15.3% and that of the industrial products to 9.0%. 
Actual tariff rates are likely to be lower than the nominal 9.9% due to the use of various 
preferential policies on import duties in different enterprises. As a trade-oriented 
economy, China’s economic growth relies to a large extent on its exports growth; yet, as 
an emerging economy, China demands significant imports. Although further tariff 
reductions may lead to renewed global trade growth, the scope for such reduction is 
limited, leaving trade facilitation to play an increasingly important role in promoting 
global trade. 

 
Thus, trade facilitation has emerged as a critical element of multilateral as well as 

regional cooperation. An efficient trade facilitation mechanism holds the potential to 
further reduce and eliminate barriers limiting the free flow of production factors across 
borders and lower transaction costs. China’s active involvement in trade facilitation stems 
from its commitments under the APEC cooperation framework, leading the country to 
significant accomplishments in this field. Nevertheless, as a developing country with 
burdensome capital and capacity constraints, China still has further to achieve regarding 
implementation of trade facilitation measures. Effectively responding to and solving this 
problem will help promote China’s trade growth. And given China’s economic 
characteristics, the benefits gained from trade growth will have spillover effects on the 
overall economy.  

 
 

II. Trade facilitation in China 

1. Review of literature 

Although a relative new comer to the WTO, China has been an APEC member for 
over a decade, with a demonstrated history implementing trade facilitation measures (one 
of the three pillars of APEC). Most of the existing literature on China’s progress in trade 
facilitation focuses on the achievements made under the APEC trade facilitation 
framework such as the Individual Action Plan. 

 
In China’s trade facilitation menu of actions and measures submitted to APEC, 66 

actions and measures are included (about 68% of all the 97 actions and measures in the 
APEC trade facilitation menu), covering all 4 categories of trade facilitation: movement 
of goods, standards, business mobility, and electronic commerce. Elements of the APEC 
Trade Facilitation Action Plan correspond to but also go beyond the three GATT articles 
on trade facilitation. If judged by the provisions of the three GATT articles, the category 
of “movement of goods” might fall into the GATT Articles VIII and X, but no specific 
measures or actions match that of GATT Article V.  “Movement of goods” consists of 11 
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aspects with a total of 60 items, as follows: 
1. Public Availability of Information on Customs and Other Trade-related 
Laws and Regulations. 
2. Appropriate, Transparent and Predictable Trade-related Procedures. 
3. Harmonization of Tariff Structure with the HS Convention. 
4. Simplification and Harmonization on the Basis of the Kyoto Convention. 
5. Paperless and/or Automation of Trade-related Procedures. 
6. Adoption of Standard Electronic Format and Harmonized Data Elements. 
7. Adoption of the Principles of the WTO Valuation Agreement. 
8. Clear Appeals Provision. 
9. Risk Management. 
10. Guidelines for Express Consignments Clearance. 
11. Provisions for Temporary Importation, e.g. Acceding to the A.T.A. 

Convention or the Istanbul Convention. 
 

Accordingly, many trade facilitation measures connected with GATT articles VIII 
and X have already been implemented in China, although full implementation in some 
cases remains. In the category of movement of goods, 45 of the total 60 items have been 
implemented by China, accounting for three-fourth of the total. 
 

2. Major on-going capacity building projects 

Recent measures have been developed to increase the efficiency of port management, 
accelerate the speed of goods clearance, and facilitate trade, such as China’s General 
Administration of Customs (GAC). Together with other concerned Ministries, the GAC 
seeks to establish a modern customs system with reforms in clearance handling as a chief 
priority. 

 
In 1998, China’s GAC initiated establishment of a modern customs system with a 

two-part timeline: to establish by 2002 the basic modern customs framework across the 
nation, and to realize by 2010 the second-phase strategic objective of modern customs 
system construction. Seven basic principles were developed: 

 
 Establish the working guidance as “to administer according to the laws, to protect 

the country’s border, and to serve economic development”. 
 Strengthen legal construction, and enhance the predictability and transparency of 

customs policies. 
 Promote risk management and law abiding enterprises. 
 Combat illegal smuggling, protect national interests and create a favorable 

administrative environment. 
 Promote the application of information technology in order to accelerate customs 

clearance procedures, and enhance management efficacy. 
 Strengthen customs staff training and expertise. 
 Develop interactive relations with enterprises. 
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Following these principles, the Chinese Customs implemented extensive customs 
clearance reforms and innovations. Breakthrough developments have been made in 
customs clearance reforms including completion of a new management modality, and 
increased uniformity and standardization of procedures. The following summarizes the 
key developments in customs clearance: 

 Adoption of information technology to transfer customs clearance-related legal, 
regulatory, systematic and operational procedures into computer instructions or 
variables, so as to formalize bill inspection; 

 Screening of various ports, supervision and administration authorities,, 
standardization of goods transportation enterprises management and 
transportation vehicles, and use of advanced-technology equipment in some key 
ports customs; 

 Near completion of fast customs clearance in ports, minimizing time spent in 
customs supervision and administration, and accelerating the movement of goods; 

 Nationwide use of fast customs-transfer operation, and incorporation of the “one-
stop, single-window” approach to customs-transfer between inland and ports or 
between different customs; 

 Joint selection by China’s General Administration of Customs and Ministry of 
Commerce of “facilitative customs”, strongly supporting the export of large-scale 
high-technology enterprises; 

 Piloting of a “paperless customs clearance” project; 
 Implementing of the “E-customs Project” network connecting national customs, 

increasing customs administration effectiveness; 
 Provision via the “E-ports Project” of data-exchange and networked joint 

inspection between different government departments and different regions, 
enhancing overall performance in ports administration and the efficiency of 
import and export procedures for enterprises. 

 
The implementation of the above measures helped Chinese customs to preliminarily 

achieve the first-phase strategic objective of modern customs system construction. In 
2003, Chinese Customs initiated implementation of the Second-Phase Development Strategic 
Planning of the Modern Customs System to be undertaken between 2004 and 2010. This phase 
aims to establish a “smart” Customs based on risk management best practices, to build the 
customs into a scientifically managed, highly efficient and uncorrupted modern system. 

The following are three key aspects of China’s efforts to conform to regulations in 
this area. 

(1) Adoption of the WTO valuation agreement principles 

Starting January 1, 2002, the Chinese Customs began full implementation of the 
WTO valuation agreement. To conform to the regulations of the agreement and to 
enhance the professional level of the Customs staff, China has carried out a training series 
of Customs officials at all levels. New Customs valuation and rules of origin regulations 
are revised and published accordingly with international practices and China’s real 
circumstances. In order to better implement these regulations, the internal division of 
duties and operational procedures within Customs are accordingly readjusted. Adoption 
of these principles makes China’s customs valuation and rules of origin procedures 
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consistent with the WTO rules. 

On November 23, 2003, the State Council issued the Import and Export Duty Statute 
of the People’s Republic of China, effective as of January 1, 2004, in order to readjust 
and improve the customs valuation system. China’s Customs will continue to review the 
current valuation procedures and modify the current regulations on tariffs in order to meet 
the WTO valuation codes. Significant efforts in capacity building are also being 
undertaken to make the Customs and private sectors effectively and consistently 
implement the statute. A series of related documents have been translated and published 
in Chinese including the Customs Valuation Agreement and other important publications 
by the WTO and the World Customs Organization (WCO). Training courses targeting 
officials from major local Customs offices have been organized by the General 
Administration of Customs to further familiarize staff with the Agreement and to ensure 
uniform implementation of domestic regulations. A series of seminars with similar aims 
has also been held. As a result the publicity campaign and training for enterprises and 
customs declarers have strengthened. The best international customs management 
practices have been studied and introduced to guarantee the levy of duty and taxation as 
well as the effective and smooth enforcement of anti-fraud laws. 

 
(2) The utilization of automation and information technology in Customs clearance 

Supported by the Chinese government, the Chinese Customs has increased the use of 
technology for administrative management and customs clearance supervision. Three key 
projects have been developed and put into practice: “Electronic Customs”, “Electronic General 
Administration of Customs” and “Electronic Ports”. Through these three projects, customs 
implemented the network-connected-application of computers, and the “electronic execution 
system in ports”. 

 
(a) The H2000 Customs Clearance Management System has been widely utilized across 

the nation since 2004, having excellent functionality and operational convenience. The H2000 
specifically adds risk management and operational data analysis functions, increasing the 
effectiveness of customs management and standardizing execution. The integrated H2000 
database contains all relevant information for enterprises such as registered information and 
examination records, contract materials, license, customs clearance forms, shipping bills, tax 
reduction or exemption forms and risk information. The database thus saves unnecessary data 
transmission and reporting between different regions. Enterprises can complete the customs 
procedures over the internet including declaration for customs clearance, submission for 
examination, verification and writing off of settlement and sales of exchange, and export 
refund. Today, 90% of the export declarations for customs clearance can be completed within 1 
day, and 80% of the import declarations for customs clearance can be completed within 2 days. 

 
(b) The General Administration of Customs has established 41 electronic port data branch 

centers in its directly subordinated customs. The number of enterprises joining the electronic 
port system exceeds 200,000, and the number of daily electronic bills transactions 500,000. The 
portal website boasts a daily click rate of over 4.3 million. A total of 30 application projects 
have been completed or are currently under development. Among these 30 projects, 24 have 
already been developed and put into use, including nationwide projects. These provide 
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networked connection for many systems including the following: import exchange payment 
verification, export exchange receipt verification, import value-added taxes verification, 
declaration forms, export tax refund, customs clearance form, and on-the-web taxation 
payment.  

Also included are regional projects such as the fast customs clearance system in the 
Shenzhen land port and the verification system of the CEPA1 certification of origin. Four 
projects have already been developed and will soon be put into use, while two more 
projects remain in early stages of development. Three additional projects are under 
consultation with other related ministries. Among the 12 initiated Ministries for electronic 
ports systems, 8 have completed the networked application. Those joining the electronic 
ports system include: the China Council for the Promotion of International Trade 
(CCPIT), Hong Kong Trade and Industry Department, Macao Economic Bureau and 13 
commercial banks including the Bank of China, Industrial and Commercial Bank of 
China, China Agriculture Bank, China Bank of Communication, and the China Merchants 
Bank. In 2004, the “electronic ports” processed a total of RMB 21.1 billion duties and 
taxes paid on the website2, 15 million bills of declaration for imported and exported 
goods customs clearance, and a daily average rate of 22,000 export refund bills. The time 
for transmission of electronic data from customs to taxation departments has also been 
reduced from 1 month to 24 hours. 

 
(c) Paperless clearance was first carried out on trial in Shanghai Customs beginning 

in February 1, 2001. The paperless clearance procedures have been very successful and 
have been expanded to most Customs Districts of the General Administration of 
Customs. The minimum time spent for exported goods is 5 minutes, and the maximum is 
2.85 hours, while the minimum time spent for imported goods is 3 hours with a 
maximum of 32.25 hours. The paperless process greatly increased the speed of customs 
clearance. 

 
(d) In January 1, 2005, the computer operation platform of China’s inspection and 

quarantine, the CIQ 2000 system, was updated to version 2.4. One important feature of 
this updated version is in the statistical system: the statistical recording time has been 
changed from the time of information gathering to the time when the quarantine and 
inspection has been completed. 

 
The CIQ 2000 system is the first nationally integrated quarantine and inspection 

operation management system. The system implemented the computerized network 
management in inspection submission, fees and charges, quarantine and inspection, 
issuance of certification for customs clearance and statistics. It also has the functions of 
electronic declaration, electronic bill transfer and electronic customs clearance.  These 
functions accelerate the speed of customs clearance, enhance efficiency, save costs and 
allow the quarantine and inspection agency to offer more customer-oriented services. 
Electronic declaration provides data interaction between enterprises and the quarantine 

                                                 
1 CEPA is the acronym for the Closer Economic Partnership Agreement. This represents two FTA-like agreements 
between Mainland China and its Hong Kong and Macao Special Administrative Regions. 
2 The exchange rate of USD to RMB is about 1:8.28 before July 21, 2005, and has since witnessed a 2.1% revaluation. 
The current exchange rate is 1:8.06 as of February 6, 2006. 
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and inspection agency, improving the convenience of inspection submission for 
enterprises and alleviating the pressure on the working sites of the quarantine and 
inspection agency. Electronic bills transfer facilitates the data interaction and sharing 
between quarantine and inspection agencies in different locations, and accelerates the 
speed in certification change, examination and issuance. Electronic customs clearance 
assists the data interaction between customs and the quarantine and inspection agency. 
The CIQ 2000 system helps establish a fast customs clearance mechanism among 
customs, enterprises and the quarantine and inspection agency via the “port electronic 
management and execution system”, which accelerates the speed of customs clearance 
and better serves trading enterprises. 

 
(3) Training provided to Customs staff 

With the overall aim of increasing customs clearance efficiency, the Chinese customs 
has been aiming to develop high-quality customs staff and enhance their professional and 
managerial skills. Currently, training has been carried out among all levels of customs 
officials to ensure familiarization with the WTO rules and reinforce management skills. 
Such training also aims to help customs staff more effectively allocate customs resources 
and analyze conditions after China’s accession to WTO. Currently, Chinese Customs 
widely employs new tools such as IT and the internet to create more favorable conditions 
for enhancing Customs staff quality, and to make ordinary officials more experienced and 
knowledgeable. Chinese Customs is also accelerating its pace in fostering a fairly large 
team of high quality experts in classification, valuation, law and technology. 

 

3. Major government initiative and institutions involved 

At the Central Economic Working Conference in 2001, China’s former Premier Zhu 
Rongji introduced the concept of a “Fast Customs Clearance” system.3 Aiming to 
enhance port operating efficiency and port management regulation, the State Council 
authorized in 2001 the establishment of the Port Liaison and Coordination Mechanism 
headed by the General Administration of Customs (GAC). The GAC also engages the 
Ministry of Public Security, the Ministry of Foreign Trade and Economic Cooperation 
(MOFTEC, the predecessor of the current MOFCOM—Ministry of Commerce), the 
Railway Ministry, the Ministry of Communications, the General Administration of 
Quality Supervision, Inspection and Quarantine (AQSIQ), and the General 
Administration of Civil Aviation. 

 
The member Ministries of the Port Liaison and Coordination Mechanism have 

collaborated closely to strengthen their communication. Based on the platform provided 
by this mechanism, the Ministries have made fruitful accomplishments in pushing 
forward the establishment of a nationwide fast custom clearance system. For instance: 

(1) Information direct reporting spots have been set up in all parts of China, and a 
nationwide port information feedback mechanism has been established. 
                                                 
3 The literal meaning of this term in Chinese is “Great Customs Clearance.” It embodies many of the procedures aimed 
at fast customs clearance. This concept is translated in this paper as “Fast Customs Clearance.”  
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(2) Using the Manzhouli railway port as a breakthrough example, implementation of 
the construction of railway port information platforms has already produced first stage 
results. 

(3) Through a series of joint investigations in key ports such as Shanghai, 
Guangzhou, Shenzhen and Manzhouli, among others, major port operation problems 
have been discovered, drawing up many useful experiences and practices. 

(4) Seven coordinator meetings were held among the member Ministries for the Port 
Liaison and Coordination Mechanism. 

(5) The cooperation mechanism between GAC and AQSIQ was launched, and the 
two Ministries have reached consensus on cooperation details put into effect by the 
“Memorandum of Cooperation”. 

(6) The GAC launched the project to study how to strengthen the port management 
mechanism and enhance the efficiency of port operation. After detailed and painstaking 
studies, the Guiding Scheme to Strengthen the Port Management Mechanism between 
2004 and 2010 was worked out. 

 
To facilitate and serve China’s economic development strategy, the GAC has been 

actively promoting the Fast Customs Clearance system. At the regional level, the Fast 
Customs Clearance system is usually led by local governments and then carried out 
through the lower level governments, nearly 90% of which are headed by province 
governors or city mayors. Interregional cooperation modalities have also been developed, 
for example, between Shanghai City and Suzhou City, between Ningbo City and Jinhua 
City, and between Chongqing City and Pingxiang City. Mutual cooperation has been 
established by signing Fast Customs Clearance agreements and establishing joint working 
groups.  

 
Construction of a fast customs clearance system has enhanced the management level 

and working efficiency of related government departments. After China implemented the 
“Fast Customs Clearance” system, the traditional port management modality was 
changed and new port management and operation mechanisms were established. As a 
result, customs clearance efficiency has been greatly improved. Before the reforms, the 
average time spent in customs clearance was 2.2 days, but after the reforms, the time 
spent was reduced to 1.5 days; similarly, the average time spent in customs clearance in 
the Shenzhen land port for each vehicle transferred to other customs was 30 minutes, but 
after the reforms, it was reduced to 1 minute; after the reforms of express customs 
transfer in the Yangtze River Valley, the number of procedures of customs clearance for 
exported goods was reduced to 5 from 8, and that for imported goods was reduced to 4 
from 11, and the number of items for which fees are charged has been reduced to 1 from 
3.4

 
The implementation of electronic inspection and quarantine has further helped 

increase the management level and working efficiency of the relevant government 
departments. After implementing electronic monitoring, electronic records and archives 
have been established, and a product quality credit grading system and risk evaluation 

                                                 
4 The Customs actively promote trade facilitation in China, http://www.china.org.cn/baodao/china/htm/2001/2001-
21/21-1.htm  
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system has been adopted. Using these new management approaches and systems, 
supervision and inspection authorities inspect the exported goods from the manufacturers, 
especially by conducting detailed inspections in key controlling points in the 
manufacturing process. Inspecting the complete process from manufacturing techniques 
to products packaging helps supervision and inspection authorities receive 
comprehensive data. Based on a related evaluation from related data, product quality 
examination procedures can be completed before the products leave the factories. This in 
turn reduces time spent on inspection and quarantine. The volume of Chinese exports and 
imports has been rapidly increasing in recent years, but inspection and quarantine staff 
numbers have not seen corresponding changes. The main reason for this is the accelerated 
speed of inspection and quarantine by utilizing information technology. After 
implementing electronic inspection and quarantine, the time spent on the release of 
eligible goods has been reduced by 1 hour5. 

 
Through the implementation of trade facilitation, some advanced technologies have 

been applied to related customs clearance procedures. These stricter IT measures (known 
as the “golden-series projects”, including the “golden customs project”, and the “golden 
quarantine and inspection project”) have helped increase tax revenue and reduce the 
number of smuggling cases. As demonstrated in a customs working report6, after the 
customs and the foreign-exchange authorities have conducted the networked inspection 
and supervision on import as stipulated in the declaration bills, the inflow of illegitimate 
foreign exchanges have been largely prevented consequently reducing smuggling 
activities. Legitimate import volumes have increased resulting in customs tax revenue 
growth. For example, the RMB 2.12 billion value of smuggling in 1998 was reduced to 
RMB 310 million in 1999 and to zero in 2000 after implementation of the networked 
inspection and supervision on import declaration bills. The customs tax revenue has 
consequently increased, with a total value of RMB 259.057 billion in 2002, RMB 9.825 
billion more than that of 2001. 
 
 
 
III. Assessment of the trade facilitation situation in China 
 

The research team attempted to acquire China’s responses to the WTO-WCO Self-
Assessment Check List directly from the concerned departments in the General 
Administration of Customs (GAC). However, the GAC officials refused to release any 
information directly. We understand this not as an indication of the Customs’ lack of 
transparency but rather, as the GAC explained, as demonstrative of the fact that their 
check list responses have not yet been finalized, preventing its distribution to external 
reviewers. While conducting our research, the team has additionally found that China’s 
situation is in fact too complex for the simple two-answer check list. 

 
Under the circumstances, the team elected to finish the check list under its own 

efforts. The team tried to probe responses and answers from their interviews with 
                                                 
5 Speech by AQSIQ representative delivered at the 2005 APEC Paperless Trade High-level Seminar. 
6 The Effectiveness of the “Golden-series Projects”, see http://www.tcx.com.cn/xxh/xxhyw7.htm 
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enterprises, chambers and industrial associations, as well as with customs officials.  (A 
key difficulty was that interviewed officials usually did not provide direct answers, thus 
leaving the team to develop responses to the checklist reflecting a combination of 
knowledge from the team and what the officials commented on.) In addition to the 
research team’s knowledge and limited inferences from interviews, we collected 
secondary information from journal and periodical publications.  

1. GATT Article X: 

(1) Publication and Availability of Information 
China’s customs seeks to increase the transparency of customs procedures, laws and 

regulations and to allow the private sector and other actors to obtain this information 
from multiple channels. 

 
Standardized Customs documentations will be subscribed to and issued by the head 

of General Administration of Customs after they have been reviewed and cleared. The 
Customs regulations will be issued in the form of Orders of the General Administration of 
the Customs, with the following key elements clearly recorded: serial numbers, title, date 
reviewed and cleared by Customs, abolition of related regulations, date of entry into 
force, signature of the Head of the General Administration of the Customs and date of 
issuance. Other standardized documentations made by the General Administration of 
Customs and lower levels customs will be issued in the form of public notices. The 
standardized documentations which are not made public should not be employed as the 
basis of the Customs’ execution of their authority. 

 
To ensure further publicity and transparency in the Customs’ execution of its 

authority, and for the convenience of obtaining the Customs standardized documentation, 
the Management Measures on the Formulation of the Customs Standardized 
Documentations were issued. According to this document, regulations (including laws, 
administrative statutes, and rules) will be published through the following channels: 

 
1. The Gazette of the State Council.  
This gazette is published by the State Council, with the Customs-related laws, 

administrative statutes and rules included. 
 
2. The Gazette of the General Administration of Customs of the People’s Republic of 

China.  
This gazette is published by the General Administration of Customs, consisting of 

Customs laws, administrative statutes, rules, administrative rulings, explanations of the 
regulations and other information for stakeholders.  

To ensure transparency the State Council endorsed designation of The Gazette of the 
Foreign Trade and Economic Cooperation as the sole publication for trade related 
regulations and administrative rules. 

 
3. Public Notice Boards at the Customs sites. 
Currently, all provincial-level and lower-level customs have established customs 
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public notice boards and information consultation desks in order to provide information 
and suggestions to the private sector. Most customs have published the administrative 
complaint telephone numbers and business consultation hotlines so as to process 
complaints from the enterprises and provide consultative services in a timely manner. 
Most customs have also implemented the guideline that “the first being asked will be 
responsible”, that is, the first customs official contacted by enterprises with a query has 
the obligation to undertake the work and then divide it internally within the customs. 

 
4. Website of the General Administration of Customs. 
The existing Customs laws, regulations, procedures and news updates can all be 

obtained from a single website (http://www.customs.gov.cn). According to the General 
Administration of Customs, it has already established its legal database with all laws, 
regulations and other related information, regularly performing updates. Not all 
information, however, has been translated into English. According to GAC, more 
information will be translated into English with 2020 as the deadline for completion of all 
translations. The aim is to enhance the transparency and predictability of related 
procedures for both domestic and foreign enterprises. The website of China’s Ministry of 
Commerce (http://www.mofcom.gov.cn) also provides significant trade-related 
information, and more English translations can be obtained from here. 

 
5. Press media. 
 
6. The official publication or dissemination materials by the General Administration 

of Customs. 
 
7. Electronic displays and computers at Customs working sites. 
 
8. Consultation services at Customs sites. 
 
Customs also continues its customs affairs publicity policy, and has implemented the 

Basic Standards of the Publicity of the Customs Affairs in Customs Clearance Spots. 
Accordingly, so as to meet review from society, the following information should be 
made available to the public: the Customs execution basis, operation procedures and time 
limits, duties of customs staffs, measures curbing customs corruption, and the forms and 
means to protect the legal interests of enterprises. The Customs Suppressing-smuggling 
Police also implements publicity of police affairs. 

 
To sum up, the Chinese customs is currently actively improving and perfecting the 

publication system of policies, laws and regulations, and is enforcing transparency in the 
Customs’ administration. 

 
(2) Time Period between Publication and Implementation 
Generally speaking, a specific date of enforcement of the new laws, statutes or rules 

is defined to leave enough time for the preparation of the enforcement. For instance, 
except in special conditions, the Customs regulations come into enforcement 30 days 
after their publication. 
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(3) Consultation and Commenting on New or Amended Rules 
The Chinese Customs publishes and makes available proposed new laws, statutes or 

rules, and changes to existing ones, to interested parties (mainly enterprises and the 
relevant government departments) prior to their entry into force, leaving ample time for 
public comments and suggestion before publication and enforcement. Thus, interested 
parties and key stakeholders have the opportunity to contribute and influence the 
proposed changes or new requirements. 

 
The Chinese Customs has also maintained regular contact and dialogue with the 

private sector, with customs staff dispatched on a common consultative basis to 
enterprises for investigation and research to solve difficulties and problems faced in 
customs clearance. Various meetings are also held between Customs and enterprises to 
introduce Customs policies, operation and practices. Customs has signed with enterprises, 
industrial associations and trade administrations Memorandums of Understanding to 
strike smuggling and promote self-discipline of the enterprises. 

 
(4) Appeal Procedures 
Importers and exporters can apply for appeals and reviews of the administrative 

decisions by the Customs; if still unsatisfied with the results, they have a final right of 
appeal to a judicial authority. With the increase of administration appeal cases, Customs 
and other trade-related government departments have amended some key measures and 
approaches to protect the interests of affected enterprises and peoples, with the aim of 
making more effective and reasonable decisions in appealed cases. Currently, customs 
has widely disseminated laws and regulations on administrative appeals, including 
procedures, rights and interests of applicants, resulting in increased transparency of the 
appeals process. Customs officials across the country have received relevant training in 
this respect as well as new software to manage the system of administrative appeals. In 
addition, nationwide investigation and research on administrative appeals is being carried 
out. The enforcement of the new Customs Law from January 1, 2001 created the 
legislative basis to implement the WTO rules and other international customs 
conventions, and also strengthened the supervision and binding of customs officials.  

 

2. GATT Article VIII 

(1) Fees and Charges Connected with Importation and Exportation 

China has met the requirement in fees and charges connected with importation and 
exportation as indicated in GATT Article VIII 1 (a), “All fees and charges of whatever character 
(other than import and export duties and other than taxes within the purview of Article III) 
imposed by contracting parties on or in connection with importation or exportation shall be 
limited in amount to the approximate cost of services rendered and shall not represent an indirect 
protection to domestic products or a taxation of imports or exports for fiscal purposes.” 

For example, the major Customs-related items of fees and charges connected with 
importation and exportation include the following: charges for vehicles that exceeded the 
time in inspection spots, storage fee for goods and luggage, intellectual property rights 
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(IPR) protection recording fee, commission charge for supervision beyond the 
supervision area, registration fee for declaring companies, commission charge for 
supervision of goods in the warehouse for export, and vehicle inspection fee. The nine 
land ports in China (Manzhouli, Suifenhe, Erlianhaote, Pingxiang, Dongxing, Wanding, 
Ruili, Hekou and Shenzhen) will charge the passing vehicles a “port management fee”. 

The major AQSIQ-related items of fees and charges connected with importation and 
exportation include the following: cross-border sanitary and phytosanitary fee, 
assessment fee, examination and inspection fee, registration fee, certification and 
authentication fee, approval fee, animal and plant laboratory quarantine fee, and appraisal 
commission charges. 

 

(2) Formalities Connected with Importation and Exportation 

1. On the eve of accession to the WTO, China merged the CIQ-SA and CSBTS into 
the General Administration for Quality Supervision, Inspection and Quarantine of the 
People’s Republic of China (AQSIQ) at the request of the WTO members. AQSIQ has a 
mandate for assessing conformity of both domestic and imported products. This is part of 
the major institutional restructuring undertaken by China to adapt to the demands posed 
by WTO obligations and accession commitments. 

2. The Chinese customs has reviewed and simplified the customs and other trade-
related duties and tax refund procedures. It is clearly stipulated in the No. 11 Public 
Notice of the General Administration of Customs of the People’s Republic of China 
(2002): The over-charged taxes should be immediately refunded by the Customs once the 
overcharge is found; taxpayers have the right to ask for the refund from the Customs 
within one year after paid tax payment. 

3. As a signatory party to the revised Kyoto Convention, the Chinese government 
has taken measures to simplify customs procedures for consistency with the Convention 
and WCO rules. Currently, such measures have been carried out on a pilot basis in some 
major customs. For example, some customs have issued 4 categories of management 
according to the operations, declaration and law-abiding conditions of the enterprises. For 
Category A enterprises, customs provides special windows and processes the goods 
declaration, examination and release procedures on a preferential basis. These enterprises 
also enjoy preferential customs clearance measures such as pre-valuation, pre-
classification, annual auditing, and can also be put on record in other cities. For Category 
B enterprises, the customs carries out standard control procedures. For Categories C and 
D enterprises, the customs carries out emphatic supervision measures, including 
concentrated checks and examinations, verification of import and export bills, and 
documentations. 

4. On December 1, 2004, China’s General Administration of Customs implemented 
simplified procedures related to recording declarations at different customs locations and 
annual auditing. Enterprises now, contrary to previous practices, need not notify all 
related customs, numbering up to 20 or 30, for simple changes in a single item of datum. 
For instance, if a Guangdong trading enterprise has already registered in Guangdong 
Province, it can directly carry out the customs clearance procedures in customs in other 
provinces or cities, such as Ningbo Customs, Nangjing Customs or Shanghai Customs. 
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The simplification of these procedures not only reduces human and capital resources, but 
also avoids the enterprises’ economic loss due to noncompliance with procedures.  

 
An example in the Dalian port further illustrates the cost reductions for enterprises. 

The Dalian Customs and Dalian E-port Data Center signed a “paperless customs 
clearance” agreement with Dalian Huafeng Furniture Company, providing integrated 
procedures for bills processing. These measures reduced the number of times the 
company commuted between customs locations, and lowered operating costs. Previously 
it took 3 hours and about RMB 200 to transfer from the enterprise to the customs 
location. After the inspection and quarantine authorities completed the related procedures, 
customs can complete all clearance procedures on non-inspected goods without need for 
the presence of company staff or the goods. This assured that all the related customs 
clearance procedures on each batch of goods can be completed within 10 minutes, with 
some completed within 5 minutes. Such measures have saved human resources and 
capital expenditures for the enterprises. They have not only satisfied the enterprise’s 
demand for zero-inventory, but also cut costs on declaration, storage, containers renting, 
demurrage charge, and loading. 

 
(3) Border agency coordination 

As previously mentioned, border agency coordination has already been implemented 
in China with the introduction of the “Fast Customs Clearance” system in 2001, 
involving 12 government ministries via the Port Liaison and Coordination Mechanism. 
As the single platform for “Fast Customs Clearance”, the China Electronic Port has 
invited 230,000 enterprises to join the network and 32 application projects are in use. 
Among the 32 projects, 17 are intra-government department networked projects between 
the customs and other concerned departments. 

For instance, in Ningbo, every port-related department has more than one 
application project on the electronic port platform where these departments can 
coordinate on customs clearance matters, and all enterprises joining the network can 
enjoy the services in the core parts of the “Fast Customs Clearance”. After Ningbo 
Electronic Port implements the online customs clearance services, trading logistics 
enterprises will save RMB 150 million each year, 2-4 hours of customs clearance time for 
each batch of exports, and 7-10 hours of customs clearance time for each batch of 
imports. By 2005, a total of 19 Electronic Port platforms similar to that of the Ningbo 
Electronic Port were put into use, including Shanghai, Guangzhou, Shandong, Shenzhen, 
Tianjin, and Chongqing. The Shanghai electronic port, the earliest electronic port 
established, also exemplifies the potential of information integration and coordination 
among different departments. Currently, a total of 46 main application projects are being 
utilized, involving 16 concerned departments and 11 commercial banks. 

In addition to coordination among different departments in the same electronic port, 
China also conducts coordination among different regions. Since June 15, 2005, a new 
customs clearance modality, the “Declaration at the region of location, and release at the 
ports,” was carried out on a pilot basis in the Guangzhou Customs and Huangfu Customs. 
Enterprises can now submit their declarations at the customs where they are located, and 
the goods can be released at the exports ports. After the successful implementation of this 
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new modality on a pilot basis, it has been quickly extended across China. By November 
2005, eight customs ports had joined the scheme in the Pan-Pearl River Delta region.  

The integrated regional customs clearance in the Yangtze River Delta was officially 
launched in December 1, 2005. Through application of information technology, 4 
customs ports, including Shanghai, Nanjing, Hangzhou and Ningbo, implemented the 
integrated customs clearance in the Yangtze River Delta. Under the previous modality, 
enterprises would take at least half a working day to complete the procedures, but 
enterprises can now clear customs procedures within one hour. It has greatly simplified 
the customs clearance procedures and enhanced processing efficiency. 

In November 2005, Tianjin Customs signed the Memorandum of Cooperation in 
Regional Customs Clearance with 11 inland customs ports including Shijiazhuang, 
Taiyuan, Zhengzhou and Huhehaote. Goods from enterprises in these inland regions can 
directly be transported to Tianjin Port for exportation after declaration and release in the 
inland customs, with no need to submit paper bills for customs transfer to Tianjin 
Customs. This modality means export enterprises can complete all the customs clearance 
procedures in one-go at the inland customs, extending the portal functions into these 
areas. 

(4) Release and Clearance of Goods 

Starting in August 2001, the Chinese Customs has been extending reforms, 
establishing the national fast clearance system, and implementing the “one-stop, single-
window” modality. The management modality of “one-stop, single-window” has been 
developed to simplify the customs clearance procedures between different customs. The 
customs has used pre-arrival clearance procedures, i.e., the customs accepts import and 
export shipping bill declaration and customs clearance declaration prior to the goods 
arrival, and it calculates the related duty and taxes in advance. When the customs deems 
it necessary, it will examine these goods after their arrival.  Vehicle staying time in 
supervised sites has been reduced, enhancing customs clearance efficiency. Risk 
management has been strengthened by use of technological means such as EDI or bar 
code bills and electronic vehicle license plate.  

The utilization of electronic tools such as computers, communication networks, 
container inspection devices, GPS, electronic weighbridge, and electronic strobe and 
video monitors, has significantly accelerated the pace of customs clearance. As of now, 
49 large-scale container scanning inspection units, 372 electronic load meters, 189 
electronic vehicle plate identification systems, 488 electronic gates and 40 container 
number identification systems have been installed and used nationally by China Customs. 
Clearance of goods has been expedited to a significant extent. The operations at two 
ports, Shenzhen and Huangfu are typical of such efficiency enhancement. Shenzhen is the 
land port linking mainland China and the Hong Kong Special Administrative Region. 
Today, under normal conditions, a vehicle crosses the Shenzhen land port through the 
electronic operation every 3-5 seconds. In Huangfu customs, it only takes 7 minutes for a 
vehicle to complete the inspection and release procedures after it drives into the 
inspection sites, compared with the previous 30 minutes. China is actively promoting the 
construction of “electronic execution systems in ports” and implementing the 
“declaration via the web” mechanisms for enterprises.  
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In cooperation with the Ministry of Commerce, Customs initiated 10 measures in 
2001 to facilitate the export of products by large-scale and high-tech enterprises. The 
“Green Channel” was adopted for faster exports clearance. Any enterprise engaged in the 
production of high-tech products having achieved an annual export value of over US$100 
million may apply to Customs for the following facilitation measures: pre-arrival 
declaration, on-line declaration, fast transit procedure, checking and release at the 
premises of exporters, urgent clearance, release with deposit and prioritized consultation. 

Customs has also implemented the express consignment clearance system. This 
system has 12 functions—bill verification, customs clearance form management, shipping 
bill management, risk monitoring, inspection, batch transfer between customs, taxation 
management, bill and documentation management, inquiry counting, parameter inventory 
management, release, and risk management—and is equipped with advanced technology. In 
terms of security, it adopted technologies such as Integrated Circuit (IC) card 
identification authentication, Secure Configuration Assistant (SCA) data encryption and 
digital signature, as well as the Certificate Authority (CA) authentication system of 
China’s electronic ports.  

The customs clearance declaration and inquiry tools with the application of the 
Internet and server-to-server data interchange technology and security functions provided 
the express consignment enterprises with a secure and convenient approach for customs 
clearance. So far, 9 customs (Shanghai, Beijing, Tianjin, Dalian, Qingdao, Guangzhou, 
Shenzhen, Gongbei and Huangfu) have already used the express consignment clearance 
system, and a total of 82 express consignment companies have used this system for 
customs clearance declaration of their express consignment. The current daily number of 
declarations using this system averages over 2,000. Since the application of the express 
consignment clearance system, obvious results have been achieved: firstly, the procedures 
of customs clearance have become more simplified; secondly, the efficiency of the 
customs clearance has been significantly increased; and thirdly, with the application of 
this system, the express consignment supervision system with integrated flows of 
logistics and information has been preliminarily established which has dramatically 
enhanced the supervision efficiency. 

 (5) Tariff Classification 

On January 1, 2002, China started implementation of the 2002 Harmonized System 
(HS) version, and the existing tariffs and nomenclature have since been transformed into 
the new HS version. 

Beginning with the 1992 adoption of the Harmonized System, and continued on in 
the 1996 and 2002 versions, the Harmonized System Notes were translated into Chinese, 
for ease of understanding of the private sector and customs operations staff. To fully 
implement the rules in the Harmonized System Convention and the updated contents of 
the 2002 version, the Chinese Customs has organized and carried out nationwide training 
of customs officials. 

The General Administration of Customs issued on June 3, 2002, the Commodities 
Classification Decisions of the General Administration in order to further facilitate 
understanding by import and export enterprises and their agents of the Harmonized 
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System classification and goods clearance procedures. Formulated and published based 
on the harmonized system commodities classification stipulated by the WCO before 
2001, it serves as one of the legal bases of tariff or statistical classification.  

Based on the written application from importers and exporters, Customs will make 
administrative rulings on goods classification in advance. The administrative rulings will 
be published and apply equally to imported and exported goods. 

To make the Advanced Classification Ruling system (ACR) adaptable and acceptable 
in customs departments, specific statutes on implementing the ACR have been 
established. The existing tariff line classification databases were updated to ensure that all 
customs in China can effectively utilize these databases and coordinate and harmonize 
standards. To appropriately and effectively classify goods and employ the classification 
databases, the management capacities of the customs laboratories and officials will be 
further enhanced through training and regularly organized symposia. Additionally, 
customs plans to introduce risk management approaches in goods classification in the 
coming years.  

3. GATT Article V 

For goods in transit, the Chinese customs has the following requirements: 

(1) Goods from countries that sign agreements on goods in transit, or from/to those 
countries that sign agreements on joint railway transportation, are allowed to be transited 
according to the related agreements. For those goods from countries that have not yet 
signed the above-mentioned agreements, they should be approved by national 
transportation administration and registered to customs of the destination before it can be 
transited through China. 

 (2) After goods in transit enter China and before departing, they belong to the 
category of goods supervised and controlled by customs. Without customs approval, no 
unit or individual may open, pick up, deliver, forward, change, repack, mortgage, transfer 
or change the identification marks on goods under customs control. 

(3) The transportation facilities of the goods in transit should have affixed to them 
Customs-approved authorizations. When customs considers it necessary, it can enseal the 
transportation vehicles or other transportation facilities of the goods in transit. Persons in 
charge of the means of transport shall have the obligation to maintain the integrity of the 
customs seal, which may not be opened or broken by any person without customs 
authorization. 

(4) Whenever customs considers it necessary, it can examine the goods in transit. 
When customs checks the goods in transit, the person in charge of the means of transport 
shall be present, and should move the goods, open or reseal the package of the goods at 
the request of the customs, and sign the examination records of the customs. 

(5) If the goods in transit remain undeclared to customs for over 3 months after 
entering China, the customs has the right to dispose of them according to related 
regulations in Article 30 of the Customs Law of the People’s Republic of China. 

(6) Goods in transit must leave Chinese territory within 6 months of customs 
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declaration. Under special circumstances, an extension of at most three months may be 
granted by customs. If the goods in transit do not leave Chinese territory within the 
required time limit, the Customs should dispose of the goods according to the related 
regulations in Article 11 of the Rules for the Implementation of Administration and 
Penalties under the Customs Law of the People's Republic of China. (Paragraph 7 of 
Article 11 states: “In case of the following action, a fine of not more than the equivalent 
value of the goods and articles concerned or up to two times the Customs duties payable 
shall be imposed: Failure to transport the transit goods, trans-shipment goods or through-
shipment goods out of the country within the required time period but instead keeping 
such goods inside the country without authorization.”) 

(7) Transited goods needing discharge for storage because of changes in means of 
transport after they enter China require customs approval and are to be moved only under 
customs supervision and only into customs-designated or customs-agreed warehouses or 
sites. 

(8) If transited goods are affected by “acts of God” or other incidents and are forced 
to change means of transport, the person in charge of the means of transport should 
declare to customs the location of the goods for customs inspection. 

 (9) If transit goods fully or partly disappear (except with regards to “acts of God”), 
the person in charge of the means of transport should reapply to customs from the 
consignment place to initiate import taxation procedures. 

(10) Goods that are not allowed transit through Chinese territory by the Chinese 
government shall not be allowed entrance. 

 
 
IV. Trade Facilitation Needs and Priorities of the Private Sector 

 
As the direct beneficiary from trade facilitation, feedback from the private sector on 

the harmonized private sector survey instrument is important for understanding the needs 
and priorities of implementing trade facilitation. A total of 150 surveys were sent by mail 
to private sector actors. The enterprises were randomly selected, with different locations 
in over 20 provinces, different types of operation, and various scales. The selected 
enterprises are primarily trade-related companies, either pure trading companies or 
manufacturing companies with trading rights and records. A total of 32 enterprises 
responded to the survey instruments, resulting in a drawback rate of 21%.7 These 32 
enterprises include enterprises in 21 provinces, both in the developed Eastern Coastal 
provinces and in the relatively less developed Western provinces. 

 
According to the research team’s investigation, three central factors appeared to have 

prevented the enterprises from active cooperation. First, believing that such surveys bear 
no direct benefits for them, enterprises found little incentive to respond. Second, most 
                                                 
7 Before November 2005, 100 surveys were sent to enterprises, but only 12 enterprises responded; from November 
2005, 50 additional surveys were sent due to the low rate of feedback for the first batch of survey samples. For this 
second batch of enterprises, the research team maintained more frequent contacts with them and pressed for their 
feedback. 20 enterprises responded for the second batch. 
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Chinese enterprises tend not to comment on government departments due to concerns that 
their feedback may bring negative effects on their business. Third, some enterprises were 
not clear how the results would be used and did not want to contribute to negatively 
impacting China’s image as a result of their answers. Intending to acquire further 
information on the needs and priorities of trade facilitation for the private sector, the 
research team also conducted several discussions with some chambers or industry 
associations, but this yielded scarce results.  

 
The remainder of this section discusses the survey results. 

1. Perceived Level of Trade Facilitation and Implementation of GATT 
Articles V, VIII, and X 

The first part of the survey aims to capture the perceived level of trade facilitation 
implementation. The results of the private sector survey in this area, compared with the 
team’s own assessment based on interviews of officials and secondary information, are 
presented in Table 1. 

 
The enterprises seemed to generally agree with the following statements: 

“Computerization and automation of customs and trade procedures have noticeably 
reduced average time of clearance” (87.5%); “Vehicles in transit are allowed to use the 
most convenient routes to their destination” (87.5%); “Penalties and fines for minor 
breaches of customs regulation (e.g., due to typing mistakes) are small and reasonable” 
(87.5%); “A formal and effective private sector consultation mechanism exists, allowing 
traders to comment on proposed changes to regulations and procedures before they are 
issued and implemented” (75%); “An effective advance ruling system is in place” (75%); 
and “Treatment of goods and vehicles in transit is non-discriminatory” (75%). Seventy 
five percent (75%) of enterprises also disagree that “Irregular and arbitrary payments are 
often required to expedite release of goods from customs”. 

 
The enterprises are also satisfied in the following sectors (although the level of 

satisfaction is lower than in the above mentioned areas): “Trade and customs procedures 
and regulations are publicly available and easily accessible” (62.5%); “Regulation and 
procedures for goods in transit are clearly defined and widely available” (62.5%); “Laws, 
regulations and judicial decisions are applied in a uniform, impartial, and reasonable 
manner” (50%); and “On average, fees and charges levied on export and import are 
reasonable” (50%). 

 
The enterprises are dissatisfied in three areas. Eighty-seven and half per cent of the 

surveyed enterprises agree that “Documentation requirements for import/export are 
excessive and time consuming”; 62.5% disagree that “An independent system to appeal 
trade and/or customs authorities’ decisions is available and operates effectively”; and 
50% disagree that “Submitting required trade documentation to trade/customs authorities 
for approval is easy”. This demonstrates that the “appeal mechanism”, “documentation 
submission” and “documentation requirement” need to be further improved. However, 
this result is quite different from the government responses.  
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Table 1: Comparison of Survey Results from Private and Government Sector 

 
 Private sector Government 

Issue Yes No Yes(1)/ 
No (0) 

Trade and customs procedures and regulations are publicly 
available and easily accessible  62.5 12.5 1 
Information about changes in regulations and procedures are made 
available promptly and conveniently to the public  37.5 25.0 1 
Laws, regulations and judicial decisions are applied in a uniform, 
impartial, and reasonable manner  50.0 12.5 1 
An independent system to appeal trade and/or customs authorities’ 
decisions is available and operates effectively  37.5 62.5 1 
A formal and effective private sector consultation mechanism 
exists, allowing traders to comment on proposed changes to 
regulations and procedures before they are issued and 
implemented  75.0 25.0 1 
An effective advance ruling system is in place  75.0 25.0 1 
Documentation requirements for import/export are excessive and 
time consuming  87.5 12.5 0 
On average, fees and charges levied on export and import are 
reasonable  50.0 37.5 1 
Penalties and fines for minor breaches of customs regulation (e.g., 
due to typing mistakes) are small and reasonable  87.5 12.5 1 
Irregular and arbitrary payments are often required to expedite 
release of goods from customs  0.0 75.0 0 
Submitting required trade documentation to trade/customs 
authorities for approval is easy  37.5 50.0 1 
Computerization and automation of customs and trade procedures 
have noticeably reduced average time of clearance  87.5 0.0 1 
Treatment of goods and vehicles in transit is non-discriminatory  75.0 0.0 1 
Goods in transit are subject to unreasonable transit duties or transit 
charges  12.5 50.0 0 
Regulation and procedures for goods in transit are clearly defined 
and widely available  62.5 25.0 1 
Vehicles in transit are allowed to use the most convenient routes to 
their destination  87.5 0.0 1 
Note: The sum of choosing Yes and No does not equal 100%, because some enterprises chose the option of 
“no opinion”. 
 
 
 As for the most problematic areas in trade facilitation, the only item that no 
enterprise selected is “Identification of origin of the goods”. All the other seven items are 
selected although they have differing importance to different enterprises. No enterprises 
gave the rank of 1 (i.e., “the most problematic”) to “tariff classification”, “submission of 
documents for clearance”, and “inspection and release of goods”. The ranking of these 
problematic areas are listed below. 

Table 2: The Most problematic areas in trade facilitation 
 
The Most problematic areas in trade facilitation Rank 
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Technical or sanitary requirements 1 
Customs valuation 2 
Obtaining an import license 3 
Payment of fees and penalties 4 
Tariff classification 5 
Submission of documents for clearance 6 
Inspection and release of goods 7 
Identification of origin of the goods 8 
 
Note: The ranking of these areas is calculated based on the average priorities received by each area. For 
example, 37.5% of the surveyed enterprises chose “technical or sanitary requirements” as the most 
problematic area (choosing “1”). 25% of the surveyed enterprises chose “customs valuation” and “payment 
of fees and penalties” as the most problematic area; 12.5% of the surveyed enterprises chose “obtaining an 
import license” as the most problematic area. See Annex 2. 
 
 

2. Trade Facilitation Priorities of the Private Sector 

The priorities of implementing trade facilitation measures are analyzed based on the 
feedback from private enterprises. Out of the 14 measures considered in the survey, 12 
received an average score of 3 (3=high priority) or above. This suggests that the surveyed 
enterprises found almost all measures of trade facilitation to be high priority (see Table 
3). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Table 3: Level of Priority Reflected from the Survey 

 
Issues Average 
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Score 
2.13 Elimination of bribery and other corrupt practices of officials involved 
in the clearance and release of imported goods 4.63
2.6 Beginning and, if possible, completing clearance of goods before they 
have arrived physically in the Customs territory (based on advance 
submission of good declaration and other documents) 4.38
2.10 Improvement of coordination between relevant agencies, particularly 
on document requirement, e.g., through the establishment of a single 
window for one-time submission and collection of all trade documents 4.25
2.1 Timely and comprehensive publication and dissemination of trade rules 
and regulations (e.g., through the Internet) 3.88
2.5 Establishment (or improvement in the effectiveness) of an advance 
ruling system, which allows the importer, in advance of trade, to obtain 
binding rules in certain specific areas (e.g., tariff classification, customs 
valuation, origin) 3.88
2.11 Computerization and automation of trade procedures, e.g., online 
submission and approval of customs declarations, cargo manifests, 
including electronic payment of fees and customs duties. 3.88
2.4 Establishment (or improvement in the effectiveness) of an appeal 
mechanism outside of the authority of customs or related agencies for 
traders to dispute customs and other authorities’ decisions 3.88
2.8 Reduction and simplification of the documentation requirements for 
import and export procedures 3.63
2.12 Improvement in customs inspection and control procedures, e.g., 
systematic use of risk analysis to determine which good should be 
examined, clearer criteria for “green” and “red” channels and special 
channels for authorized traders and express shipments 3.63
2.7 Separating release from clearance procedures, i.e., allowing goods to 
be released before all clearance formalities have been completed (this may 
be subject to providing a financial guarantee to customs and/or post-release 
audit) 3.63
2.3 Establishment (or improvement in the effectiveness) of a consultation 
mechanism through which traders can provide inputs on proposed new or 
amended rules and regulations 3.50
2.9 Harmonization and standardization of documentation requirements 
based on international standards 3.25
2.14 Implementation of international and regional transit systems based on 
international standards and practices 2.88
2.2 Establishment (or improvement in the effectiveness) of enquiry points 
and/or call centers for up-to-date information on trade procedures 2.75
(0 = lowest priority; 1 = low priority; 2 = medium priority; 3 = high priority; 4 = very high priority; 5 = highest 
priority) 
 
 

Three points should be noted. First, because of the enterprises’ differences in 
competitiveness and nature (i.e., some are trading companies, some are manufacturing 
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companies, etc.), they might hold different views on the same issue. Second, because 
China is a large country with 313 local-level customs with different performance levels 
across different regions, enterprises may also express different opinions depending on 
location. Thirdly, it is not impossible that the opinions reflected may be biased. 

 
The priorities discussed below are the most representative ones: 

 
• Elimination of bribery and other corrupt practices of officials involved in the 

clearance and release of imported goods 
This priority figures as the highest priority among the surveyed enterprises. However, 

this does not measure the seriousness of the corrupt practices. Instead, it may only 
represent the opinion of the surveyed enterprises’ concerning this issue.  
 
• Beginning and, if possible, completing clearance of goods before they have 

arrived physically in the Customs territory (based on advance submission of 
good declaration and other documents) 
China has already carried out measures to improve capacity in this area, but due to 

the constraint of human and capital resources, pre-arrival clearance has not been applied 
to all enterprises. Currently, such measures are conducted on a pilot basis. Only 
enterprises that qualify as state-encouraged industries with large-scale trade volume and a 
good law-abiding record enjoy these rights. The priorities raised here demonstrate that 
more enterprises wish to be involved. 
 
• Improvement of coordination between relevant agencies, particularly on 

document requirement, e.g., through the establishment of a single window for 
one-time submission and collection of all trade documents 
Trade facilitation covers very broad areas, and many government departments are 

involved in this process. Although China has endeavored to establish an effective and 
efficient coordination mechanism, such as the e-port projects, this has not yet been 
carried out nationwide. In some provinces, the performance is good, but performance in 
the whole country still needs to be further improved. 
 
• Timely and comprehensive publication and dissemination of trade rules and 

regulations 
Although the Chinese government has already accomplished significant work on 

these issues, the enterprises still demonstrate great concern. On the one hand, the priority 
it receives explains that more work should still be done. On the other hand, it 
demonstrates that with the enhancement of transparency, enterprises have further 
demands in this field. This may be due to recognition of the importance of this issue and 
the important roles transparency and predictability have played in their business 
operations. 
 
• Establishment (or improvement in the effectiveness) of an advance ruling 

system, which allows the importer, in advance of trade, to obtain binding rules in 
certain specific areas (e.g., tariff classification, customs valuation, origin) 
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• Computerization and automation of trade procedures, e.g., online submission 
and approval of customs declarations, cargo manifests, including electronic 
payment of fees and customs duties. 
Such measures have been carried out, but different regions witness different rates of 

progress. It is unsurprising that enterprises not enjoying these services outside the 19 
Electronic Ports will regard this issue as a key priority. 
 
• Establishment (or improvement in the effectiveness) of an appeal mechanism 

outside of the authority of customs or related agencies for traders to dispute 
customs and other authorities’ decisions 
This reflects the enterprises’ worry on the possible biased or unequal treatment in the 

current administrative system. 
 
• Reduction and simplification of the documentation requirements for import and 

export procedures 
China’s Electronic Port Platform as well as other projects under the “Fast Customs 

Clearance System” have been targeting this issue. Different regions also experience 
different rates of progress.  
 
• Improvement in customs inspection and control procedures, e.g., systematic use 

of risk analysis to determine which good should be examined, clearer criteria for 
“green” and “red” channels and special channels for authorized traders and 
express shipments 
China has already carried out such measures but the number of enterprises enjoying 

such rights is still quite limited. This remains so not because few enterprises meet the 
criteria, but due to human and capital resources constraints and the role of China’s 
industrial policies. With further capital inputs from the government and more experiences 
drawn from these pilot enterprises, more enterprises will likely enjoy such fast clearance. 
 
• Separating release from clearance procedures, i.e., allowing goods to be released 

before all clearance formalities have been completed (this may be subject to 
providing a financial guarantee to customs and/or post-release audit) 

 
• Establishment (or improvement in the effectiveness) of a consultation 

mechanism through which traders can provide inputs on proposed new or 
amended rules and regulations 
This reflects the willingness of the enterprises to be more involved in the process of 

rules and regulation making.  
 
• Harmonization and standardization of documentation requirements based on 

international standards 
 
 
V. Costs of Implementing Trade Facilitation Measures in China 

 
When enterprises enjoy the benefits of trade facilitation, they also inevitably bear 
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the related costs. However, no enterprise holds specific records on the costs of 
implementing trade facilitation measures. The expenditures on hardware or human 
resources and other aspects are not solely spent on trade facilitation. Consequently it is 
difficult to estimate a concrete figure of the enterprises’ trade facilitation costs. This 
challenge notwithstanding, it should not be understood that the enterprises bear no trade 
facilitation costs. 

 
Additionally, government departments, in comparison with the costs of enterprises, 

bear most of the financial burden in implementing trade facilitation measures. Without 
significant support from the government in finance, technology and human resources, no 
accomplishments could be made in trade facilitation. 

 
OECD (2005) classified the costs into four categories: new regulation, institutional 

changes, training, and equipment and infrastructure. This report will take this method as 
guideline. 
 
Regulatory Costs 

As OECD (2005) argues, regulatory costs may require new legislation or amendment 
of existing laws involving time and staff. However, the Chinese economy has 
experienced dramatic changes since adopting liberalization reform policies in 1978. 
During the 15 years of China’s WTO accession process that began in 1986, and 
especially since the completion of the process, China has passed hundreds of laws and 
regulations that have increasingly opened its economy to the world. As a result, 
regulatory authorities have already been highly developed and consequently, no 
additional costs in this respect are needed. 
 
Institutional Costs 
 Institutional costs involve the establishment of new units, such as a post-clearance 
team, a risk management team, or a central enquiry point, which may mobilize additional 
human and financial resources. In China, establishment of new units is usually achieved 
by redeploying existing staff instead of acquiring new recruits. Some necessary training is 
needed for these staff, but such costs are listed as routine expenditures instead of 
specifically as institutional or training costs. Many Chinese government departments 
have shifted their roles from administration and control to service provision. Customs, for 
example, has repositioned itself as not only a revenue collection authority, but also as a 
service agency for enterprises and a border authority to protect the interests of China and 
the people of China. Hence, no specific costs such as information publication (laws, 
regulations and notifications) and maintenance of web pages can be obtained. 
 
Training Costs 

The quality of personnel in government departments plays a key role in guaranteeing 
the development of trade facilitation. Training is a very important aspect of enhancing 
personnel quality, and can be generally classified as on- or off-the-job training. 
Additionally there is the option of recruiting new and expert staff, but this phenomenon is 
quite rare. On-the-job training in China requires relatively little cost expenditure. By 
contrast, off-the-job training, although difficult to precisely pin-point, requires huge 
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costs. China’s General Administration of Customs, for example, has 41 directly 
controlled customs and 313 local customs, with a total staff of 48,000. Off-the-job 
training can be undertaken in many forms: lower-level staff can go to higher-level 
customs to receive training, or receive special training at external institutions. The related 
costs of off-the-job training cover communication and transportation expenditures, 
accommodation costs and compensation during the training period. Such expenditures are 
usually not specifically recorded as costs of off-the-job training. As a result, it is highly 
difficult to get an accurate estimate of off-the-job training costs. However, this challenge 
notwithstanding, it should be noted that training comprises an important part in the costs 
of implementing trade facilitation measures. 

 
Equipment/Infrastructure Costs 

Information application is an important part of trade facilitation. China’s “Fast 
Customs Clearance” project will result in vast hardware and technologies inputs. Tables 
4-9 summarize the costs of the Customs and General Administration of Quality 
Supervision, Inspection and Quarantine (AQSIQ) in hardware and technologies. These 
figures do not cover all related costs in this field undertaken by all concerned government 
departments. However, as the Customs and inspection and quarantine authorities are the 
two government departments that are most deeply involved in trade facilitation, their 
expenditures in this field are indicative of equipment/infrastructure costs. The Customs 
and AQSIQ inputs in computerization in 2005/06 are estimated to be RMB 1420 million 
(about USD 176 million) and RMB 510 million (about USD 63 million), respectively. 
These inputs include costs in hardware and software products, and IT service and 
consultation. Major information projects conducted by Customs and AQSIQ in 2005/06 
are estimated to be RMB 5.888 million (about USD 731 thousand) and RMB 4.386 
million (about USD 544 thousand), respectively.  

 
The information projects implemented by these two agencies are different. For 

example, the projects in Customs are: Customs Supervision System on Logistics, Fast 
Customs Clearance System, Electronic Account Book System, H2000 Customs Clearance 
System, Internet Application and Infrastructure Network. The projects in the AQSIQ are: 
AQSIQ Infrastructure network, AQSIQ Operation Application System, AQSIQ 
Information Service System, OA System, Internet Application and AQSIQ Database. 
 

Table 4: The Customs Inputs in Computerization 
Unit: RMB Million* 

 2004 05/06（e） Growth rate 
Total 1260 1420 12.7% 
Of which:  Hardware products 820 830  

Software products 250 360  

IT Service and Consultation 190 230  
Source: IT Application Trend 2005-2006, A report by CAITEC, MOFCOM 
*The USD:RMB exchange rate was about 1:8.06 as of February 6, 2006, and 1:8.28 in 2004. 
 

Table 5:  Major Information Projects Conducted by Customs in 2004 
Unit: RMB 10,000 
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  Average capital input on each project 
Ports Electronic Administration System 235.8 
H2000 Customs Clearance System 221.6 
Infrastructure Network 101.4 
OA System 95.4 
Internet Application 55.6 
Subtotal 709.8 
Source: IT Application Trend 2005-2006, A report by CAITEC, MOFCOM 
 

Table 6: Major Information Projects Conducted by Customs in 2005/06 
Unit: RMB 10,000 

  Average capital input on each project 
Customs Supervision System on Logistics 123.5 
Fast Customs Clearance System 113.8 
Electronic Account Book System 98.9 
H2000 Customs Clearance System 92.6 
Internet Application 91.6 
Infrastructure Network 68.4 
Subtotal 588.8 
Source: IT Application Trend 2005-2006, A report by CAITEC, MOFCOM 
 

Table 7: The AQSIQ Inputs in Computerization 
Unit: RMB Million 

 2004 05/06（e） Growth rate 
Total 430 510 18.6% 
Of which:  Hardware products 290 320  

Software products 90 120  
IT Service and Consultation 50 70  

Source: IT Application Trend 2005-2006, A report by CAITEC, MOFCOM 
 

Table 8: Major Information Projects Conducted by AQSIQ in 2004 
Unit: RMB 10,000 

  Average capital input on each project 
AQSIQ Infrastructure network 89.1 
AQSIQ Database 73.4 
OA System 66.4 
AQSIQ Operation Application System 62.1 
AQSIQ Information Service System 58.4 
Internet Application 46.2 
Subtotal 395.6 
Source: IT Application Trend 2005-2006, A report by CAITEC, MOFCOM 

 
 

Table 9: Major Information Projects Conducted by AQSIQ in 2005/06 
Unit: RMB 10,000 
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  Average capital input on each project 
AQSIQ Infrastructure network 82.1 
AQSIQ Operation Application System 82.1 
AQSIQ Information Service System 78.4 
OA System 66.4 
Internet Application 66.2 
AQSIQ Database 63.4 
Subtotal 438.6 
Source: IT Application Trend 2005-2006, A report by CAITEC, MOFCOM 
 
 
 
VI. Implications for the WTO Negotiations on Trade Facilitation 

 
As argued earlier, foreign trade plays a significant role in China’s overall economic 

development. Although China has endeavored to foster its internal demand markets, it has 
to rely heavily on external demands in the medium-to-short term. Implementing trade 
facilitation measures will be a new approach to enhance the competitiveness of the 
Chinese enterprises and boost export performance. Through trade facilitation, China has 
increased the transparency and predictability of its laws and policies which will help 
enterprises operate in a better environment. The application of IT in the process of trade 
facilitation will help enterprises get the latest commercial and trading information and 
accurately grasp market opportunities, and enhance the capability of decision making. 
Additionally, it will assist enterprises to broaden their trading networks. Since Chinese 
enterprises have already experienced the benefits of trade facilitation from China’s on-
going measures, notably those under the “Fast Customs Clearance” system, they will 
have more incentive and desire to further implement these measures. 

 
For such a large developing country as China, successful implementation of trade 

facilitation measures not only requires support and cooperation from enterprises but more 
importantly a favorable central government attitude. Government is the main designer 
and regulator in trade facilitation implementation. The government’s recognition of the 
needs of trade facilitation will be the driving force for its development and success. The 
Chinese government has realized the significance of trade facilitation and China’s “Fast 
Customs Clearance System” has already become the direction and objective of various 
government ministries, including the GAC, AQSIQ, MOFCOM, among others. Through 
the implementation of trade facilitation measures, time spent on customs procedures as 
well as the transaction costs of the enterprises has been sharply reduced. Since 
implementing, for example, the electronic quarantine and inspection framework, the costs 
saved by enterprises from paperless trading were about RMB 100 million per year. After 
China implemented electronic declaration, time spent on each batch of goods has been 
reduced by 30 minutes8.  

 
China has implemented trade facilitation measures on a voluntary basis, and at a 

                                                 
8 Speech by AQSIQ representative at the 2005 APEC Paperless Trading High-Level Seminar.  
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much faster pace than many other members. China’s positive performance in trade 
facilitation is further reflected in Table 10 and ANNEX 1. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Table 10: Status of Trade Facilitation Measures in China and WTO TF 

Proposals (TN/TF/W/43/Rev.5) 
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Main Areas Covered Groups of Measures Falling Under Those Areas  Status in 
China 

1.  Publication of Trade Regulations  √ 

2.  Publication of Penalty Provisions  √ 

√ 3.  Internet Publication 
(a)  Internet "publication" of the elements set out in Article X of 

GATT 1994 
(b) Internet "publication" of specified information setting forth the 

procedural sequence and other requirements for importing goods 
into a Member's territory  √ 

4.  Notification of Trade Regulations  √ 

A.  PUBLICATION AND 
AVAILABILITY OF 
INFORMATION  

5.  Establishment of Enquiry Points /SNFP/ Information Centers  √ 

B.  TIME PERIODS 
BETWEEN 
PUBLICATION AND 
IMPLEMENTATION  

1. Interval between Publication and Entry into Force  √ 

1.  Prior Consultation and Commenting on New and Amended 
Rules 

√ C.  CONSULTATION 
AND  COMMENTING 
ON NEW AND 
AMENDED RULES  

2. Information on Policy Objectives   Sought  √ 

D.  ADVANCE  RULINGS 1.  Provision of Advance Rulings   √ 
1.  Right of Appeal  √ E.  APPEAL 

 PROCEDURES 2.  Release of Goods in Event of Appeal  X 
F. OTHER MEASURES 
 TO ENHANCE 
 IMPARTIALITY 
 AND NON-
 DISCRIMINATION 

1. Uniform Administration of Trade  Regulations  √ 
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Main Areas Covered Groups of Measures Falling Under Those Areas  Status in 
China 
 
 
√ 
√ 
√ 
 
√ 
√ 

 2.  Maintenance and Reinforcement of   Integrity and Ethical 
Conduct Among Officials 

(a) Establishment of a Code of Conduct 
(b) Computerized System to Reduce/Eliminate Discretion 
(c) System of Penalties 
(d) Technical Assistance to Create/Build up Capacities to Prevent and 

Control Customs Offences 
(e) Appointment of Staff for Education and Training 
(f) Coordination and Control Mechanisms 

√ 

 
 
√ 
√ 
√ 
√ 

1.  General Disciplines on Fees and  Charges Imposed on or 
in  Connection with Importation and 
Exportation  

(a) Specific Parameters for Fees/Charges 
(b) Publication/Notification of Fees/Charges 
(c) Prohibition of Collection of Unpublished Fees and Charges 
(d) Periodic Review of Fees/Charges 
(e) Automated Payment √ 

G.  FEES AND 
 CHARGES 
 CONNECTED WITH 
 IMPORTATION AND 
 EXPORTATION  

2.  Reduction/Minimization of the  number and Diversity 
of  Fees/Charges  

 
√ 

 
 
 
√ 
√ 
 
√ 
√ 
√ 
√ 
√ 
√ 
√ 

H.  FORMALITIES 
 CONNECTED WITH 
 IMPORTATION 
 AND
 EXPORTATION  

1.  Disciplines on Formalities/  Procedures and  Data 
/Documentation  Requirements Connected with 
 Importation and Exportation 

(a) Non-discrimination 
(b) Periodic Review of Formalities and Requirements 
(c) Reduction/Limitation of Formalities and Documentation 

Requirements 
(d) Use of International Standards 
(e) Uniform Customs Code 
(f) Acceptance of Commercially Available Information and of Copies 
(g) Automation 
(h) Single Window/One-time Submission 
(i) Elimination of Pre-Shipment Inspection 
(j) Phasing out Mandatory Use of Customs Brokers 

√ 
I.   CONSULARIZATION 1.  Prohibition of Consular Transaction Requirement √ 
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Main Areas Covered Groups of Measures Falling Under Those Areas  Status in 
China 

J. BORDER AGENCY 
 COOPERATION 

1.  Coordination of activities and  requirements of all 
border agencies 

 
√ 
 
√ 
√ 
√ 
√ 

1. E
(a)

xpedited/Simplified Release and Clearance of Goods   
 Pre-arrival Clearance 

(b) Expedited Procedures for Express Shipments 
(c) Risk Management /Analysis, Authorized Traders 
(d) Post-clearance Audit 
(e) Separating Release from Clearance Procedures √ 

K.  RELEASE AND 
 CLEARANCE OF 
 GOODS 

2. Establishment and Publication of Average  Release and 
Clearance Times  

√ 

L.  TARIFF 
 CLASSIFICATION 

1. Objective Criteria for Tariff Classification  √ 

1.   Strengthened Non-Discrimination  √ 
 
√ 
 
√ 
√ 
 

2.  Disciplines on Fees and Charges  
(a) Publication of Fees and Charges and Prohibition of Unpublished 

ones 
(b) Periodic Review of Fees and Charges 
(c) More effective Disciplines on Charges for Transit 
(d) Periodic Exchange between Neighbouring Authorities 

√ 
 
 
√ 
√ 
√ 
√ 
√ 
√ 
√ 
√ 
√ 

 3.  Disciplines on Transit Formalities and 
 Documentation Requirements 

(a) Periodic Review 
(b) Reduction/Simplification 
(c)  Harmonization/ Standardization 
(d) Promotion of Regional Transit Arrangements 
(e) Simplified and Preferential Clearance for Certain Goods 
(f) Limitation of Inspections and Controls 
(g) Sealing 
(h) Cooperation and Coordination on Document Requirements 
(i) Monitoring 
(j) Bonded Transport Regime/Guarantees 

√ 
 
√ 

M.  MATTERS  RELATED 
 TO  GOODS TRANSIT 

4.  Improved Coordination and Cooperation 
(a) Amongst Authorities 
(b) Between Authorities and the Private Sector √ 

 
China has also actively participated in the trade facilitation negotiation process. So 

far, China submitted three proposals on these trade facilitation articles. 
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Table 11:  China’s Proposals on Trade Facilitation 
 

Symbol Title Sponsor(s) 

TN/TF/W/26 Proposal on Clarification and Improvement of 
GATT Article X 

China 

TN/TF/W/29 A Proposal on Identifying Trade Facilitation 
Needs and Priorities 

China and Pakistan 

TN/TF/W/49 Clarification and Improvement of GATT Article 
VIII – Applying Risk Management  

China and Korea 

 
The Chinese government has made significant efforts in trade facilitation and 

invested large inputs into infrastructure, mainly through its “Fast Customs Clearance 
System”, which serves as the foundation to achieve trade facilitation objectives under the 
WTO framework. China’s “Fast Customs Clearance System” is a very comprehensive 
system in trade facilitation, covering many areas in the three GATT articles. However, 
this is not fully representative as some projects within this system are conducted only on 
a pilot basis, such as the “one-stop, single window” service, risk management, and 
information utilization projects. Some pilot projects are conducted in specific regions, 
while others are conducted among limited qualified enterprises. Currently, enterprises 
with a good record of credit and legal operation have the opportunity to enjoy some 
preferential policies. There thus remains some further space for China to actively 
participate in cooperation and negotiation under the WTO framework. 

 
Although China has achieved great accomplishments in many aspects of trade 

facilitation, as a developing country limited by its capital input and capacity, there are 
still some aspects to be further perfected. For example, in the fields of publication and 
availability of information, gaps with the WTO trade facilitation proposals persist. This is 
reflected in two aspects: first, although all laws and regulations can be obtained from 
publications such as journals and periodicals, not all such information has been published 
over the internet. Second, not all information has been translated into foreign languages. 
Although the GAC is determined to translate all available relevant information into 
English by 2020, in reality there has been little progress in this field, as exemplified by 
the lack of useful information in English on the GAC’s website.  

 
Issues of prioritization and sequencing 
Through China’s “Fast Customs Clearance System”, many aspects in the three GATT 

articles have been implemented. However, most are still carried out on a pilot basis, both 
with regards to geographical limitations and the scope of beneficiaries. The best practices 
of the “Fast Customs Clearance System” need to be extended to more enterprises. All the 
fields receiving above-average scores of priorities in the private sector survey should be 
carefully considered by China in its future work. Based on the private sector needs and 
China’s actual achievement, the following four aspects should be priority trade 
facilitation measures considered for inclusion in the WTO trade facilitation agreement: 

 
1) Improvement of coordination between relevant agencies, particularly on document 
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requirement, e.g., through the establishment of a single window for one-time submission 
and collection of all trade documents. 

2) Timely and comprehensive publication and dissemination of trade rules and 
regulations. 

3) Reduction and simplification of the documentation requirements for import and 
export procedures. 

4) Improvement in customs inspection and control procedures, e.g., systematic use of 
risk analysis to determine which good should be examined, clearer criteria for “green” 
and “red” channels and special channels for authorized traders and express shipments. 

 
 

APEC Approach to Trade Facilitation: 
The APEC trade facilitation differs from the WTO trade facilitation with respect to 

their scopes of coverage and methodologies. 
 
Regarding the coverage scope, as earlier mentioned, some of the APEC trade 

facilitation measures go beyond that of the WTO. If judged by the provisions of the three 
GATT articles, the category of “movement of goods” might fall into the GATT Articles 
VIII and X, but no specific measures or actions match that of GATT Article V. 
  

Regarding differences in methodology, APEC members generally implemented trade 
facilitation on a voluntary basis. APEC leaders had stipulated the Bogor Goal of Trade 
Liberalization and Trade Facilitation in 1994, according to which developed members 
and developing members should complete trade liberalization and trade facilitation by 
2010 and 2020, respectively. Under this overarching goal, each APEC member could 
adopt its specific trade facilitation actions on a voluntary basis. A more concrete APEC 
Trade Facilitation was made in 2002, and the APEC members have since had a more 
specific guideline for their respective trade facilitation strategies.  

 
The APEC trade facilitation modality does not require each member to achieve any 

specific targets each year, but rather uses the benchmark years of 2010 and 2020 as the 
final deadlines for completing the trade facilitation. Each country chooses the actions and 
measures that best fit their needs and circumstances. In the 2001 Shanghai APEC 
Summit, the leaders set up another objective for the APEC trade facilitation: the Shanghai 
Accord. The Shanghai Accord mandated all APEC members to realize a significant 
reduction in transaction costs by endeavoring to reduce them by 5 percent across APEC region 
by 2006. This APEC approach of concrete trade facilitation measures and specific timetable 
along with flexible implementation methods could be used as reference for the WTO trade 
facilitation negotiation. 
 
 
VII. Conclusions 

 

China’s trade facilitation implementation can be classified into three categories: the 
domestic level of “Fast Customs Clearance System”, the regional level in the APEC, and 
the multilateral level in the WTO. In fact, China has gone ahead of many countries in 
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implementing trade facilitation. Since it has already recognized and gained benefits from 
trade facilitation, China will support trade facilitation negotiation and promote its 
development. If consensus has been reached on the WTO trade facilitation negotiation, 
China will be a strong supporter and strict follower under the WTO framework. 

As a developing country member, China’s experience in trade facilitation might 
prove useful for other WTO developing members, especially its “Fast Customs 
Clearance” Project. Judging from China’s experience, infrastructure building, technology 
equipment and personnel training are the most important issues for developing country 
members to successfully implement with regards to trade facilitation. In China today, 90% 
of the export declarations for customs clearance can be completed within 1 day, and 80% of the 
import declarations for customs clearance can be completed within 2 days. This demonstrates 
the effectiveness and potential of government inputs into infrastructure building and 
computerization projects that other developing countries could hope to implement.  

While it is important for governments to recognize the importance and benefits of 
trade facilitation, it might be even more useful to make the private sector realize its 
significance in order to make trade facilitation programmes more effective. Enterprises 
are direct beneficiaries of trade facilitation, but they tend not to willingly cooperate in early 
stages if they do not see the direct benefits. Hence, initial education and training may be needed 
to incentivize the private sector. 

After the 9/11 terrorist attacks, security has become of great concern to all WTO 
members, particularly the largest trading nations. While some security measures might 
hinder trade facilitation, all WTO members should be clear that security issues cannot 
justify new barriers to trade facilitation. 

All WTO members should be serious in the negotiation of trade facilitation measures 
as this holds the potential to benefit all members if multilateral talks are successful. The 
outcome of the multilateral negotiations on trade facilitation will indeed be useful in 
helping governments institutionalize the trade facilitation measures in the form of 
domestic laws, so as to create a sound trade facilitation environment with institutional 
guarantees. Clear progress should be made in implementing trade facilitation measures 
across the WTO membership, even if some special and differential treatment is allowed 
in the process. Developed countries should provide more technical assistance and 
capacity building to developing countries in order to alleviate high costs and incentivize 
participation. 

The WTO is an organization with 150 members. To make progress in trade 
facilitation negotiation, constructing pragmatic and reachable targets is important. The 
scope of the three key GATT Articles is adequate enough. However, a different time 
framework could be considered borrowing from the beneficial experiences of the APEC 
model. In the APEC Bogor Goals of trade liberalization and trade facilitation, the APEC 
leaders have agreed to two timetables, 2010 for developed members and 2020 for 
developing members. Additionally, in 2001, the APEC leaders agreed to lower the 
transaction costs by 5% within 5 years. In trade facilitation negotiations and 
implementation within the WTO framework, such methods can be included in the work 
agenda so as to lay a foundation for smooth multilateral trade facilitation. This might be 
of interest to developing country members both in negotiations and implementation. 
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Annex I: Annotated WTO WCO Self-Assessment Check List 

 
Question Response 

 
Comments 

  
  

[Yes=1; 
No=0] 

 

       
  Questions/Issues related mainly to Article X  
 PUBLICATION/AVAILABILITY OF INFORMATION   

1 Is any of the following published?   
 laws· 1  
 regulations 1  
 documentary requirements 1  
 standard operating practices 1  
 

standard processing times 1 
Usually in  
newspapers 

 specific customs procedures 1  
 tariff classification 1  
 valuation 1  
 exemptions, prohibitions, restrictions 1  
 duty & tax rates 1  
 fees and charges 1  
 administrative arrangements & requirements 1  
 management plans 1  
 rulings 1  
 judicial decisions 1  
 agreements with other countries 1  
 other? 1  
    

2 
Is relevant Customs and trade related information made available via the internet? 1 

 

    
3 

Is relevant Customs and trade related information made available in:  
 

 Customs offices 1  
 embassies 1  
 consulates 1  
 trade missions/offices 1  
 government buildings/offices 1  
 public buildings/offices 1  
 other? 1  
    

4 
Is relevant information made available in English, French or Spanish? 1 

Some in 
English 

5 

Does Customs charge for information provided? 1 

Not all 
information 
are charged 

6 
When charges are made, are costs limited to only the service provided? 1 
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7 

Is information relevant to any proposed changes or new requirements made available 
sufficiently in advance for interested parties to take account of them? 1 

30 days in 
advance 

8 
Does Customs publish all proposed changes or new requirements in advance of the 
entry into force? 1 

 

9 

Do stakeholders have the opportunity to contribute/develop/influence/question all 
proposed changes of new requirements in advance of the entry into force? 1 

Not in all 
cases 

10 
Does Customs invite comments from the public and trade on all proposed changes or 
new requirements in advance of the entry into force? 1 

Not in all 
cases 

    
11 

Has Customs established information services such as:  
 

 client/help desk 1  
 enquirey point 1  
 customer/trader contacts 1  
 call center 1  
 

other? 1 

Some very 
specific 
information 
are at request 

    
 Rulings   

12 
Does a system exist of national legislation establishing appropriate provisions for 
binding rulings by Customs? 1 

 

13 Does national legislation provide for Customs to furnish rulings within a specified 
period? 1 

 

14 
Are ruling processes established with specific time limits? 1 

 

15 Do ruling procedures provide the opportunity for appeal with review and/or judicial 
process 1 

 

16 Does the administration provide binding rulings for:   
 valuation 1  
 classification 1  
 origin 1  
 other Customs purposes? 1  
    
 Appeals and Review   

17 
Are internal appeal and review mechanisms established? 1 

 

18 
Are internal appeal and review mechanisms independent? 1 

 

19 
Are provisions established for an initial appeal to Customs? 1 

 

20 Are provisions established for a further appeal to an authority independent of 
Customs? 1 
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21 
Are provisions established for a final right of appeal to a judicial authority? 1 

 

22 Do appeal processes have specific time limits? 1  
23 

Are goods released pending the outcome of an appeal? 0 
 

24 Is a security of other form of guarantee required? 1  
    
 Management   

25 
Are systems in place to monitor and evaluate the performance of Customs against 
established standards and/or indicators? 1 

 

26 
Are training programmes established for Customs clearance procedures 1 

 

27 
Are all Customs staff given training on integrity matters? 1 

 

28 Has a Code of Conduct/Code of Ethics been developed and implemented by 
Customs? 1 

 

    
 Systems and Procedures    

29 Is the customs automated? 1  
30 Is electronic filing of entry documents provided for? 1  
31 

Do customs and other agencies share information electronically? 1 

Through many 
projects, such 
as the “Fast 
Customs 
Clearance” 
and 
“Electronic 
Ports” 

32 Are pre-arrival clearance procedures used? 1  
33 

Does the administration grant immediate release/clearance procedures to any 
category of goods? 1 

 

34 
Does the administration specify a minimum value/minimum amount of duties and 
taxes below which no duties and taxes will be collected? 1 

 

35 
Do you have separate expedited procedures for express consignment shipments? 1 

 

36 Can data be submitted prior to arrival of the goods? 1  
37 

Can goods be released prior to completion of all clearance formalities? 1 
 

38 
Do you have weight or value restrictions for express consignment shipments? 1 

 

39 Does the administration use risk analysis to determine which goods should be 
examined? 1 

 

40 
Do Customs control systems include audit based controls? 1 

 

41 
Does the Customs administration authorize persons with an appropriate compliance 
record for simplified and special procedures 1 
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42 

For authorized persons 
* Can goods be released on the provision of minimum information with full clearance 
being finalized subsequently-can goods be cleared at the declarant's premises 1 

 

 *  other   
 Questions/Issues related mainly to Article VIII (Fees and Formalities connected with 

importation/exportations) 
 

43 

Does the administration charge for the provision of information to the trade? 1 

Usually such 
information is 
free. For those 
information 
which needs to 
be processed 
and classified, 
it is charged. 

44 
Do fees for customs processing reflect the cost of services rendered? 1 

 

45 Are fees published? 1  
 the amount? 1  
 time due? 1  
 entity assessing the fee? 0  
 how payment can be made? 1  

46 Are fee amounts published on the internet? 0  
    
  Questions/Issues related mainly to Article V (Freedom of Transit)  
 General   

47 
Have international transit systems been implemented? 1 

 

48 Have regional transit systems been implemented? 1  
49 Is the Customs territory a landlocked country? 0  
50 

Are transit corridors established within the Customs territory? 1 
 

51 Are transit routes prescribed? 1  
52 

Are transit routes agreed in consultation with trade operators? 1 
 

53 
Is abuse of the Customs transit system a concern in the Customs territory? 1 

 

54 Is a strict route stipulated for all high risk goods? 1  
55 Is Customs escort required for all high risk goods? 1  
56 Are time limits imposed for transit goods? 1  
57 

Are current border posts and Customs offices suitably located for effective transit 
operations within the Customs territory? 1 

 

58 
Are operating hours coordinated with other Customs administrations? 1 

 

59 Are controls and responsibilities at border posts coordinated with other border 
agencies? 1 

 

60 
Are controls and responsibilities at border posts coordinated with other country's 
Customs administrations? 1 
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 Documentation   
61 

Is a Goods declaration required for all goods in transit? 1 
 

62 
Is a standardized Customs transit declaration/document in use? 1 

 

63 
Have documentary requirements for transit coordinated with other border agencies? 1 

 

64 
Are documentary requirements for transit coordinated with other border agencies? 1 

 

65 Are simplified transit declarations in use? 1  
 Securities and Guarantees   

66 
Are goods in transit relieved of the payment of duties and taxes? 1 

 

67 
Are any fees and charges levied in connection with Customs transit? 1 

 

68 
Has an international guarantee system been implemented? 1 

 

69 
Are securities and/or guarantees required for all goods in transit? 1 

 

70 Are cash deposits required for goods in transit? 0  
71 Are securities and/or guarantees discharged as soon as the obligations have been 

fulfilled? 1 
 

 Examination   
72 

Are examinations for goods in transit based on the application of risk assessment? 1 
 

 Authorized Trades   
73 

Are simplified procedures established for authorized consignors involved in the 
transit procedure? 1 

 

 Seals and Fastening   
74 

Are seals and identification marks affixed by foreign Customs accepted for Customs 
transit operations? 1 

 

 
 This Questionnaire was developed by the WTO based on the WCO Self Assessment Check List 
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Annex II: Statistical Summary of the Private Sector Survey 
Result 
 
1. Perceived level of implementation of GATT Articles V, VIII, and X by the private 
sector in China 
 
Issues Average 

score 

Irregular and arbitrary payments are often required to expedite release of goods from 
customs  2.1

Goods in transit are subject to unreasonable transit duties or transit charges  3.1
An independent system to appeal trade and/or customs authorities’ decisions is 
available and operates effectively  3.6
Submitting required trade documentation to trade/customs authorities for approval is 
easy  3.9
On average, fees and charges levied on export and import are reasonable  4.3
Regulation and procedures for goods in transit are clearly defined and widely 
available  4.3

An effective advance ruling system is in place  4.4

Information about changes in regulations and procedures are made available promptly 
and conveniently to the public  4.5
Laws, regulations and judicial decisions are applied in a uniform, impartial, and 
reasonable manner  4.5
A formal and effective private sector consultation mechanism exists, allowing traders 
to comment on proposed changes to regulations and procedures before they are issued 
and implemented  4.6
Trade and customs procedures and regulations are publicly available and easily 
accessible  5.1

Documentation requirements for import/export are excessive and time consuming  5.1
Penalties and fines for minor breaches of customs regulation (e.g., due to typing 
mistakes) are small and reasonable  5.6
Computerization and automation of customs and trade procedures have noticeably 
reduced average time of clearance  5.8

Treatment of goods and vehicles in transit is non-discriminatory  5.8
Vehicles in transit are allowed to use the most convenient routes to their destination  6.0
Note: The score is out of 7, which 1=Strongly disagree, 2=disagree, 3=slightly disagree, 4=No opinion, 5=slightly 
agree, 6=agree, and 7= Strongly agree 
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Issue Yes No No 

opinion 
Trade and customs procedures and regulations are publicly available 
and easily accessible  62.5 12.5 25.0 
Information about changes in regulations and procedures are made 
available promptly and conveniently to the public  37.5 25.0 37.5 
Laws, regulations and judicial decisions are applied in a uniform, 
impartial, and reasonable manner  50.0 12.5 37.5 
An independent system to appeal trade and/or customs authorities’ 
decisions is available and operates effectively  37.5 62.5 0.0 
A formal and effective private sector consultation mechanism exists, 
allowing traders to comment on proposed changes to regulations and 
procedures before they are issued and implemented  75.0 25.0 0.0 
An effective advance ruling system is in place  75.0 25.0 0.0 
Documentation requirements for import/export are excessive and time 
consuming  87.5 12.5 0.0 
On average, fees and charges levied on export and import are 
reasonable  50.0 37.5 12.5 
Penalties and fines for minor breaches of customs regulation (e.g., due 
to typing mistakes) are small and reasonable  87.5 12.5 0.0 
Irregular and arbitrary payments are often required to expedite release 
of goods from customs  0.0 75.0 25.0 
Submitting required trade documentation to trade/customs authorities 
for approval is easy  37.5 50.0 12.5 
Computerization and automation of customs and trade procedures have 
noticeably reduced average time of clearance  87.5 0.0 12.5 
Treatment of goods and vehicles in transit is non-discriminatory  75.0 0.0 25.0 
Goods in transit are subject to unreasonable transit duties or transit 
charges  12.5 50.0 37.5 
Regulation and procedures for goods in transit are clearly defined and 
widely available  62.5 25.0 12.5 
Vehicles in transit are allowed to use the most convenient routes to 
their destination  87.5 0.0 12.5 
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2. The Most problematic areas in trade facilitation 
 
 The ratio 

of 
selecting 
1 as the 
degree 
(%) 

The 
ratio of 
selecting 
2 as the 
degree 
(%) 

The 
ratio of 
selecting 
3 as the 
degree 
(%) 

The 
ratio of 
selecting 
4 as the 
degree 
(%) 

a) Obtaining an import license 12.5 12.5 25.0 12.5
b) Tariff classification 0.0 25.0 0.0 25.0
c) Submission of documents for clearance 0.0 0.0 37.5 0.0
d) Identification of origin of the goods 0.0 0.0 0.0 0.0
e) Payment of fees and penalties 25.0 0.0 0.0 12.5
f) Customs valuation 25.0 0.0 37.5 25.0
g) Technical or sanitary requirements 37.5 25.0 0.0 25.0
h) Inspection and release of goods 0.0 25.0 0.0 0.0
Note: Each enterprise is required to select the 4 most problematic areas and then rank them from 1 to 4 [1 = most 
problematic; 4= least problematic] 
 
 
The Most problematic areas in trade facilitation Rank 
Technical or sanitary requirements 1 
Customs valuation 2 
Obtaining an import license 3 
Payment of fees and penalties 4 
Tariff classification 5 
Submission of documents for clearance 6 
Inspection and release of goods 7 
Identification of origin of the goods 8 
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3. Level of priority should be accorded by the Government to each of the following 
measures to facilitate international trade and reduce your cost of doing business 
(Please read through the entire list of measures once before deciding on the level of priority for 
each: 0 = lowest priority; 1 = low priority; 2 = medium priority; 3 = high priority; 4 = very high 
priority; 5 = highest priority) 
 

Issues Average 
Score 

2.13 Elimination of bribery and other corrupt practices of officials involved 
in the clearance and release of imported goods 4.63
2.6 Beginning and, if possible, completing clearance of goods before they 
have arrived physically in the Customs territory (based on advance 
submission of good declaration and other documents) 4.38
2.10 Improvement of coordination between relevant agencies, particularly 
on document requirement, e.g., through the establishment of a single 
window for one-time submission and collection of all trade documents 4.25
2.1 Timely and comprehensive publication and dissemination of trade rules 
and regulations (e.g., through the Internet) 3.88
2.5 Establishment (or improvement in the effectiveness) of an advance 
ruling system, which allows the importer, in advance of trade, to obtain 
binding rules in certain specific areas (e.g., tariff classification, customs 
valuation, origin) 3.88
2.11 Computerization and automation of trade procedures, e.g., online 
submission and approval of customs declarations, cargo manifests, 
including electronic payment of fees and customs duties. 3.88
2.4 Establishment (or improvement in the effectiveness) of an appeal 
mechanism outside of the authority of customs or related agencies for 
traders to dispute customs and other authorities’ decisions 3.88
2.8 Reduction and simplification of the documentation requirements for 
import and export procedures 3.63
2.12 Improvement in customs inspection and control procedures, e.g., 
systematic use of risk analysis to determine which good should be 
examined, clearer criteria for “green” and “red” channels and special 
channels for authorized traders and express shipments 3.63
2.7 Separating release from clearance procedures, i.e., allowing goods to 
be released before all clearance formalities have been completed (this may 
be subject to providing a financial guarantee to customs and/or post-release 
audit) 3.63
2.3 Establishment (or improvement in the effectiveness) of a consultation 
mechanism through which traders can provide inputs on proposed new or 
amended rules and regulations 3.50
2.9 Harmonization and standardization of documentation requirements 
based on international standards 3.25
2.14 Implementation of international and regional transit systems based on 
international standards and practices 2.88
2.2 Establishment (or improvement in the effectiveness) of enquiry points 2.75
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and/or call centers for up-to-date information on trade procedures 
 
Survey Results from Private Sector: Identifying TF Needs and Priorities (percentage) 
 

 
Highest 
priority 

Very 
high 

priority 
High 

priority 
Medium 
priority 

Low 
priority 

Lowest 
priority 

Timely and comprehensive 
publication and dissemination of 
trade rules and regulations (e.g., 
through the Internet) 50.0 12.5 12.5 25.0 0.0 0.0 
Establishment (or improvement in 
the effectiveness) of enquiry points 
and/or call centers for up-to-date 
information on trade procedures 0.0 37.5 25.0 25.0 0.0 12.5 
Establishment (or improvement in 
the effectiveness) of a consultation 
mechanism through which traders 
can provide inputs on proposed new 
or amended rules and regulations 12.5 50.0 12.5 25.0 0.0 0.0 
Establishment (or improvement in 
the effectiveness) of an appeal 
mechanism outside of the authority 
of customs or related agencies for 
traders to dispute  customs and other 
authorities’ decisions 25.0 37.5 37.5 0.0 0.0 0.0 
Establishment (or improvement in 
the effectiveness) of an advance 
ruling system, which allows the 
importer, in advance of trade, to 
obtain binding rules in certain 
specific areas (e.g., tariff 
classification, customs valuation, 
origin) 37.5 12.5 50.0 0.0 0.0 0.0 
Beginning and, if possible, 
completing clearance of goods 
before they have arrived physically 
in the Customs territory (based on 
advance submission of good 
declaration and other documents) 50.0 37.5 12.5 0.0 0.0 0.0 
Separating release from clearance 
procedures, i.e., allowing goods to 
be released before all clearance 
formalities have been completed 
(this may be subject to providing a 
financial guarantee to customs 
and/or post-release audit) 12.5 37.5 50.0 0.0 0.0 0.0 
Reduction and simplification of the 
documentation requirements for 
import and export procedures 37.5 12.5 37.5 0.0 12.5 0.0 
Harmonization and standardization 
of documentation requirements 
based on international standards 25.0 12.5 37.5 12.5 12.5 0.0 
Improvement of coordination 50.0 25.0 25.0 0.0 0.0 0.0 
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between relevant agencies, 
particularly on document 
requirement, e.g., through the 
establishment of a single window 
for one-time submission and 
collection of all trade documents 
Computerization and automation of 
trade procedures, e.g., online 
submission and approval of customs 
declarations, cargo manifests, 
including electronic payment of fees 
and customs duties. 37.5 12.5 50.0 0.0 0.0 0.0 
Improvement in customs inspection 
and control procedures, e.g., 
systematic use of risk analysis to 
determine which good should be 
examined, clearer criteria for 
“green” and “red” channels and 
special channels for authorized 
traders and express shipments 12.5 75.0 0.0 0.0 0.0 12.5 
Elimination of bribery and other 
corrupt practices of officials 
involved in the clearance and 
release of imported goods 62.5 37.5 0.0 0.0 0.0 0.0 
Implementation of international and 
regional transit systems based on 
international standards and practices 0.0 50.0 25.0 0.0 12.5 12.5 
 
 
 
 
 
 
 
 
 
 
 

 50



 

 

Asia-Pacific Research and Training Network on Trade 
Working Paper Series, No. 4, March 2006 

 

 

An Evaluation of the Need and Cost of 
Selected Trade Facilitation Measures in 

India: Implications for the WTO 
Negotiations 

 
 

Sachin Chaturvedi* 
 
 

________________________________________________________ 
*Sachin Chaturvedi is a Fellow, Research and Information System for Developing Countries (RIS), New Delhi, 
India. The views presented in this paper are those of the author and do not necessarily reflect the views of ARTNeT 
members, partners and the United Nations. This study was conducted as part of the Asia-Pacific Research and 
Training Network on Trade (ARTNeT) research effort on trade facilitation and carried out with the aid of a grant 
from the International Development Research Centre, Ottawa, Canada. The technical support of the United Nations 
Economic and Social Commission for Asia and the Pacific is gratefully acknowledged. 
The author would like to thank Dr. Nagesh Kumar, Ms. Kameswari Subramanian, Dr. Jayanta Roy, Mr. Ramesh 
Ramchandran and Mr. Arun Sahu for their constant encouragement, support and guidance during the study. Thanks 
are also due to Mr. R. S. Sidhu, Ms. Lipika Majumdar Roy Choudhury, Mr. Shashank Priya, Mr. Arvind Nagpal, 
Mr. Syed Mehmood Akhtar, Dr. Anjan Roy and his team for helping with the collection of data and other policy 
related details. Comments from Dr. S K Mohanty and other participants of the Second ARTNeT Consultative 
Meeting of Policy Makers and Research Institutions, especially Prof Donald Lewis, Dr. Biswajit Dhar, Prof. Florian 
Alburo and Dr. Yann Duval, have enriched the contents. Research and secretarial support from Mr. Bijaya Kumar 
Sahu and Ms. Ritu Parnami, respectively, is gratefully acknowledged. 
 
The Asia-Pacific Research and Training Network on Trade (ARTNeT) aims at building 
regional trade policy and facilitation research capacity in developing countries. The 
ARTNeT Working Paper Series disseminates the findings of work in progress to 
encourage the exchange of ideas about trade issues. An objective of the series is to get the 
findings out quickly, even if the presentations are less than fully polished. ARTNeT 
working papers are available online at: www.artnetontrade.org. All material in the 
working papers may be freely quoted or reprinted, but acknowledgment is requested, 
together with a copy of the publication containing the quotation or reprint. The use of the 
working papers for any commercial purpose, including resale, is prohibited. 
 

 1

http://www.artnetontrade.org/


Table of Contents 
 
Executive Summary .................................................................................................................3 
I. Introduction ..........................................................................................................................4 

II.1 Literature Review .......................................................................................................5 
II.2 Major Government Initiatives and Institutions Involved ...........................................7 
II.3 Major On-going Capacity Building Projects .............................................................7 

III. Assessment of Trade Facilitation Situation.....................................................................9 
III.1 GATT Article X...........................................................................................................9 

III.1.a Publication and Availability of  Information .....................................................9 
III.1.b Time Period between Publication and Implementation .....................................9 
III.1.c Consultation and Commenting on New or Amended Rules ............................10 
III.1.d Advance Ruling................................................................................................10 
III.1.e Appeal Procedures ...........................................................................................10 
III.1.f Other Measures to Enhance Impartiality and Non-Discrimination..................11 

III.2 GATT Article VIII.....................................................................................................11 
III.2.a Fees and Charges Connected with Importation and Exportation.....................11 
III.2.b Formalities Connected with Importation and Exportation...............................12 
III.2.c Consularization ................................................................................................13 
III.2.d Border Agency Coordination ...........................................................................13 
III.2.e Release and Clearance of Goods......................................................................14 
III.2.f Tariff Classification .........................................................................................15 

III.3 GATT Article V.........................................................................................................15 
III.3.a Documentation and Authorized Trade .............................................................16 
III.3.b Securities and Guarantees ................................................................................16 
III.3.c General Issues ..................................................................................................17 
III.3.d Recognizing Mutual Commercial Vehicle Act ................................................18 
III.3.e Infrastructure at Land Customs Stations (LCS) ...............................................18 
III.3.f Alternative Options ..........................................................................................18 

IV. Trade Facilitation Needs and Priorities of the Private Sector.....................................18 
IV.1 Survey Instrument and Methodology .......................................................................19 
IV.2  Survey Results .........................................................................................................20 

V. Cost of Trade Facilitation and Selected Trade Facilitation Measures.........................23 
V. 1 Costs associated with Articles VIII and X................................................................25 
V.2 Costs associated with Article V................................................................................27 

VI. Implications for the WTO Negotiations on Trade Facilitation………………………28 
VI.1 Indian Negotiating Position .....................................................................................28 
VI.2 Areas for Capacity Building.....................................................................................32 

VII. Conclusion……………………………………………………………………………...34 
References ...............................................................................................................................36 
Annex 1....................................................................................................................................38 
Annex 2....................................................................................................................................43 
Annex 3....................................................................................................................................44 
Annex 4....................................................................................................................................45 
Endnotes..................................................................................................................................51 

 
 
 

 2



Executive Summary 

Though trade liberalization in India was launched as early as 1991, major policy attention paid to 
trade facilitation is a rather recent phenomenon. The Central Board of Excise and Customs (CBEC), a 
key government agency responsible for trade facilitation, has consolidated different initiatives in the past 
two years. The CBEC has accepted and implemented most of the key recommendations of Working 
Group on Trade Facilitation (WGTF). However, the current Trade Facilitation (TF) programme may 
have to go beyond current mandate and take into account specific WTO commitments which may 
emerge during the on-going negotiations as per the GATT Articles V, VIII and X. In this paper, an effort 
is made to take stock of the needs, priorities and cost of implementation of these Articles for India. 
 

India has initiated several measures as part of the TF programme. While most of the 
measures have already been put in place in the context of Articles VIII and X, the ones left involve 
significant costs and require careful planning for implementation. In case of Article V, there are certainly 
major gaps. In countries like India, where trade facilitation is an on-going exercise, precise cost 
estimation is a difficult preposition.  

 
The study finds that in case of Article X, which basically deals with the publication and 

administration of trade regulations, India has already implemented most of the requirements. However 
comprehensive efforts are required to implement, the provision related to single inquiry point which may 
require software compatibility among various agencies involved apart from addressing the infrastructural 
constraints. In case of GATT Article VIII which deals with issues related to fees and charges and import 
and export formalities and documentation requirements most of the provisions are in place but efforts are 
required to improve the border agency coordination. In case of Articles X and VIII, the minimum cost is 
estimated at around Re. 2,016 million. This includes a major expenditure on equipments and 
infrastructure (82 per cent). The installation of electronic cargo clearance units is a major requirement at 
most of the leading ports in India. In Article V there is lot to be expected from India, the 
infrastructure requirements, especially for the physical infrastructure, deserve huge and urgent 
funding. This includes additional efforts required to support and strengthen the level of 
communication at the border points. Most of the Land Customs Stations (LCSs) require better 
infrastructure. There is need to attach greater priority to include various provisions of GATT 
Article V in the bilateral trade and transit treaties especially with land locked countries for 
greater facilitation of transit trade.   
 

As part of the study, a private sector survey was also conducted to identify the key 
remaining problem areas. The main areas identified are customs valuation (19 per cent), tariff 
classification (16 per cent) and submission of documents for clearance (14 per cent). Other 
problem areas also include in order of importance, technical or sanitary requirements, obtaining 
import licence (for certain chemicals), identification of origin of goods and payment of fees and 
penalties. This clearly shows that the current scope of the WTO trade facilitation negotiations 
eventually may not be sufficient in ensuring a faster movement of goods. At the same time, the 
private sector may not be prepared to take maximum advantage of automation and other 
programmes of customs and other border agencies. This may require some investments in 
extension services and for capacity building. 

 
These ground realities hold important implications for any undertaking by India at the 

TF negotiations of the WTO. However, given the considerable infrastructural gaps, the Indian 
negotiating team should exhibit extreme caution towards the new proposals and ideas but should 
display pragmatism, at least for the measures that have already been implemented in India. In 
light of considerable advancement at the domestic level, a greater optimism and pro-active 
formulation of proposals is expected. 
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I Introduction 

Among the Singapore issues at the WTO, trade facilitation is the only issue, which has emerged 
as the brightest part of Post-Cancun trade negotiations. The current mandate of the Negotiating 
Group for Trade Facilitation (NGTF) is to clarify and improve the three articles viz. Articles V, 
VIII and X of the GATT 1994.  The NGTF has also focus on identifying special and differential 
treatment for developing and least-developed countries apart from exploring areas for technical 
assistance and support for capacity building for the developing and the least-developed country 
members. As part of the “July Package”, the General Council on 1 August 2004 decided by 
explicit consensus to commence negotiations on trade facilitation and the Trade Negotiations 
Committee established, on 12 October 2004, the Negotiating Group on Trade Facilitation 
(NGTF). The Annex ‘D’ of the July Package defines the modalities of the negotiation drawing 
on the relevant work of the WCO and other relevant international organizations in this area. It 
clearly suggests that negotiations should lead to certain commitments whose implementation 
would require support for infrastructure development on the part of some Members. In the 
process three pillars of approaching trade facilitation have emerged:  a non-binding action 
programme, capacity building and special and differential treatment.  
 
The role of developing countries in this remarkable convergence of views is of great importance 
in the history of WTO negotiations. For India and for many other developing countries, the 
perception of a multilateral understanding on trade facilitation is gradually changing. The initial 
resistance and the perceived negative implications of an agreement on TF are disappearing and 
pragmatism seems to be setting in at various submissions being made at the WTO by developing 
countries including India. At the domestic level also the comprehensive economic liberalization 
programme launched in India in the early nineties is being supplemented by various policy 
measures for TF including efforts to improve cargo clearance. The growing external orientation 
through enhanced trade and policy commitment to achieve a one per cent share in global trade 
by 2007, as espoused by the Ministry of Commerce and Industry (MoCI), is a major policy 
impetus for TF further supplemented by the introduction of the Information Technology Act 
(2000) which has also worked as a major catalyst. The IT Act proposes institutional support to 
ensure commitment for e-governance. This led to the establishment of a Certificate Authority 
for accepting electronic signatures and a sharp growth in information technology (IT) services 
and IT Enabled Services (ITES) in the trade sector. 
 
The Budget Speech of the Union Finance Minister (1999-2000) provided the necessary political 
will for launching various TF measures. In this Budget address a Task Force on Indirect Taxes, 
the Kelkar Committee (2002), headed by Mr. V. Kelkar was appointed. The Task Force 
provided the much-needed rationale and policy framework for TF. It suggested evolving specific 
policy instruments that related to dwell time, greater automation and other issues to improve the 
efficacy and effectiveness of the Indian trade facilitation measures. The Ministry of Finance 
later in 2004 constituted a Working Group on Trade Facilitation (WGTF) headed by Jayanta 
Roy for suggesting a roadmap to develop a comprehensive action plan for trade facilitation. 
Since October 2004, when the WGTF gave its report, the CBEC has implemented several 
measures.  
 
The process of implementing a TF programme with a sharp focus on WTO commitments 
especially in the context of Articles V, VIII and X, raises concerns regarding the cost 
implications of possible commitments under the three articles. In countries like India, where 
trade facilitation is an on-going exercise, the precise cost estimations are difficult to segregate. 
The GATT Article V deals with trade in transit goods whereas Article VIII deals with issues 
relating to fees and charges; import and export formalities and documentation requirements. 
Article X basically deals with publication and administration of trade regulations. The absence 
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of any estimate at the government level to identify the costs of implementation of possible WTO 
commitments on Articles V, VIII and X is therefore not surprising. In the context of Articles 
VIII and X though some measures are already in place but there are certainly some gaps while 
under Article V, India needs to do a lot. In this paper we attempt to take stock of the current 
status and future work agenda before India as the WTO negotiations and the debate on TF 
evolves.  Section II provides an overview of the TF framework in India. Section III assesses the 
implementation of Articles X, VIII and V while Section IV presents the perceptions of the 
private sector and the cost of implementation is analyzed in Section V. The WTO implications 
are examined in Section VI and the last section provides the conclusions. 
 
II Trade Facilitation in India: An Overview 
 
Broadly, there are three major agencies in India which enable TF in different ways. The Central 
Board of Excise and Customs (CBEC), the main arm of Government of India under the Ministry 
of Finance, came out with a ‘Vision and Strategy Document’, 1998, emphasizing commitment 
to TF through a practical and pragmatic approach.  The section reviews the literature on trade 
facilitation in India, lists major government initiatives and gives an overview of the recent or on-
going capacity building programmes. 
 
II.1 Literature Review  
As the debate on TF intensifies, the stock of knowledge on trade facilitation is also expanding in 
India especially in the context of the on-going WTO negotiations with a focus on Articles V, 
VIII and X. There are three detailed studies available so far viz.  Sengupta and Bhagabati 
(2003); Taneja (2004) and Banerjee and Sengupta(2005). These studies examine the on-going 
initiatives in India to simplify trade-related procedures, especially customs rules and other trade 
facilitation measures. Substantial contributions to the debate have come from the Report of 
WGTF (2004) and the study from Ace Global (2005) which has attempted to identify the key 
challenges.  
 
Sengupta and Bhagabati (2003) detail various trade facilitation measures introduced in India, 
especially those initiated by the CBEC since 1998. The paper also lists various related 
announcements in the Union Budget, the export-import policy of India including measures for 
data and documentation, electronic facilities, transparency, time reduction, faster clearance and 
risk analysis. The study also conducted a preliminary survey targetted at two different categories 
of respondents covering one exporters and importers and the other category covering clearing 
and forwarding agents, multi-model transport operators, express delivery, road carriers, airlines, 
ships agents and shipping lines. The observations in Taneja (2004) suggest that India is 
autonomously pursuing most of the recommendations being discussed at WTO as part of a 
debate on Articles V, VIII and X. This study provides an inventory of several of these measures. 
The study recommends pursuing of trade facilitation negotiations by focusing on issues related 
to time schedule, details and level of obligation and coverage. Banerjee and Sengupta (2005) 
provide an elaborate list of the documents required for export clearance along with cargo dwell 
time at two major entry points that is Delhi and Mumbai. The study also presents evidence on 
the degree of correlation between transport cost and project export growth. Apart from this there 
are other relevant papers for instance ESCAP (2000) discusses the alignment of trade documents 
and procedures of SAARC countries especially among India, Nepal and Pakistan. Satapathy 
(2004) and Mathur et al. (2005) give India specific details on the custom tariff structure and 
trade facilitation measures.  
  
The transaction cost of Indian exports has been worked out in EXIM Bank (2003). In this study, 
the author identified the various contours of procedural complexities which hinder the trade 
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facilitation efforts. The study has identified nine such indicators on the basis of which data is 
collected from various firms representing major export sectors in the Indian export basket. The 
factors identified are as follows: complex administrative processes; dishonesty of public agents; 
procedural delays in clearing imported inputs for exports at the customs; multiplicity of rules 
and regulations; stringent but inefficient implementation processes; informational constraints 
regarding credit availability and export remittances; infrastructural bottlenecks related with 
transportation and communication; institutional factors which intensify rent-seeking activities in 
an economy; and political environment as it affects any change in policy stances and other 
related parameters concerning the factors listed above. 
 
There are various studies available attempting to quantify transport, regulatory and other costs at 
the bilateral level between India and Bangladesh. The World Bank also commissioned some 
studies on bilateral trade cost with Nepal and Sri Lanka. In this context, studies by, for example 
Das and Pohit (2004), Pohit and Taneja (2000) and Subramanian and Arnold (2001) may 
provide some indication of the current magnitude of cost. Their major focus is on loss of time at 
different stages of trade including in the securing of export licences, etc. In Table 1, a 
comparison of the three studies is presented. 
 

Table 1: Comparisons of Various Studies on Transport and Other Cost Estimations 
 

Factors/Elements Studies 
 Pohit and 

Taneja 
(2000) 

Subramanian 
and Arnold 
(2001) 

Das and Pohit 
(2004) 

Cost per kilometer/cost per 10 
tonne truck 

No Yes Yes 

Cost as proportion of annual 
total exports/single shipment 

Yes No Yes 

Loss of time in: 
Obtaining export licence Yes  No Yes 
Loading at Kolkata No No Yes 
Transportation Yes Yes Yes 
Parking No No Yes 
Customs clearance Yes Yes Yes 
Crossing of border No No Yes 
Unloading at Benapole No No Yes 
Crossing of border while 
returning 

No No Yes 

Export remittances Yes No Yes 
Loss perceived by exporters – cost implications: 
Due to delay in customs 
clearance and transportation 
including parking and queue 
at border 

No Yes Yes 

Due to delay in obtaining 
export remittances 

No No Yes 

Trading costs other than transportation 
Incidence of bribes (speed 
money) 

Yes Yes Yes 

Cost of credit Yes No  Yes 
Source: Das and Pohit (2004). 
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However, since most of these studies were done before the actual debate started at the WGTF, 
they do not provide any estimate on cost of compliance and possible time frame for resource 
generation. Recently, MoCI commissioned a study with Ace Global (2005) which has identified 
key TF related problems faced by Indian exporters in other countries. As the title suggests the 
study covers various destinations and sector specific suggestions and constraints as received 
through a comprehensive survey of Indian exporters. There could have been a section covering 
problems of exporters and importers inside India. However, a comprehensive review of transit 
issues is given in one of the sections. 
 
The WGTF came up with different suggestions to streamline the implementation of trade 
facilitation measures. At the conceptual level it has helped in developing novel policy 
instruments such as dwell time, etc. Though the report suggests provocative numbers for 
instance, it says developing countries to shave off an average of one day in time spent in 
handling their trade; the savings would amount to about US $ 240 billion annually! However, it 
is review of the on-going initiatives like Electronic Data Interchange (EDI) and other capacity 
building measures which have attracted a lot of imaginative suggestions. The study also 
attempts to calculate dwell time at various points of customs. In one of the chapters existing 
export promotion schemes are reviewed vis-á-vis delays in consignment arrivals. 
 
II.2 Major Government Initiatives and Institutions Involved 
The main objective of Article X is to ensure publication of all information related to laws, 
regulations, border-crossing trade, border rules and procedures for customs administration. In 
the context of the appeal procedure, this Article requires members to establish judicial, arbitral 
or administrative tribunals or procedures for review and correction of administrative actions 
related to customs. 
 
India has already initiated several measures which may eventually ensure a speedy 
implementation of this Article. There are three major agencies which are engaged in 
dissemination of information about trade related rules and procedures. The key agency among 
these is the CBEC, which publishes all customs related acts, rules, regulations, tariff details 
through the CBEC manual and notifications. The CBEC maintains an exhaustive website which 
contains all the relevant and necessary information along with latest updates. The Customs Act, 
1962 and Customs Tariff Act, 1975 are the two major Acts, which guide the working of the 
Customs Department. The Foreign Trade (Development and Regulation) Act, 1992 and Foreign 
Trade (Regulation) Rules 1993 are the other major legal instruments promulgated to streamline 
trade in the post-reforms era.  
 
II.3 Major On-going Capacity Building Projects 
Adoption and application of information communication technology (ICT) is the major plank of 
Indian Customs initiatives to expedite the clearance of import and export cargo and provide a 
fool-proof paperless system of assessment and clearance. A framework has also been created for 
electronic message-exchange between customs and their trading partners, such as banks, airlines, 
Directorate General of Foreign Trade (DGFT), Directorate General of Commercial Intelligence 
and Statistics (DGCIS), Reserve Bank of India (RBI), shipping lines, Customs House Agents 
(CHAs) and export promotion agencies like Apparel Export Promotion Council (AEPC), etc. 
The idea is to ultimately ensure that the end users are able to conduct the complex transactions, 
with various agencies, concerning trade and transport by electronic means right from their own 
offices. The CBEC has taken steps for the setting up of a Customs Data Warehouse (CDW) to 
store data which may be made available in a standard format for any enquiry/investigation or 
analysis, reporting, etc.  
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In order to further facilitate matters, the Customs Department has issued Bill of Entry 
(Electronic Declaration) Regulations, 1995, to enable the submission of import details through 
electronic declarations. As part of this the authorized person shall furnish for the purpose of 
clearance of the imported goods a cargo declaration, in the format set out to these regulations for 
preparing an electronic declaration of the bill of entry, at the service centre. The facility of 
‘round the clock’ electronic filing of customs documents for clearance of goods is now extended 
from 9 to 23 centres. 
 
EDI 
The EDI exercise is underway in India since 1995, when the CBEC launched the Indian 
Customs EDI System (ICES).1  Initially, this was confined to Air-Cargo Delhi but now is 
operational at 32 Customs locations covering over 80 per cent of the country’s international 
trade. At the automated locations 98 per cent of the exports and 95 per cent of import 
documentation are processed electronically. According to the data provided by CBEC more than 
4 million documents are being processed annually on the system which constitutes almost 86 to 
89 per cent of total trade transactions. 
 
ICEGATE 
As part of this initiative, the trading community may file customs documents through the 
internet. The programmes developed for the purpose are featured to take care of various 
exemptions being given to exporters. This has streamlined paper work and the time required in 
processing. There are some options for touch screen, SMS enquiry, kiosks and other web based 
facilities including document tracking system which enable clients to know the latest status of 
their document over the internet. This facility is known as ICEGATE (Indian Customs and 
Central Excise Electronic Commerce/Electronic Data Interchange Gateway). The Customs E-
commerce Gateway is functional at 23 Custom locations. Apart from its role in facilitating 
message exchange with agencies, it also facilitates the remote filing of import and export 
declarations by the importer/exporter. CHAs have also started working at 17 of these 24 
locations.2 On an average, about 8000 import and export declarations are being filed daily using 
the ICEGATE facility. The facility will be extended to other Custom Houses in phases. Most of 
the airlines are filing their import and export manifests using the Gateway. 
  
iCert 
In order to ensure privacy, authenticity, integrity and reliability of the transactions the CBEC 
has introduced the public key infrastructure (PKI) technology popularly called digital signature. 
The Licensed Certifying Authority (iCert), established by CBEC makes available PKI to its 
trading partners and departmental staff. At present, iCert has five regional offices viz. in 
Bangalore, Chennai, Delhi, Calcutta and Mumbai. 
 
 
Training provided to Custom Staff 
The CBEC has recently initiated several measures to train the officers engaged in the work of 
assessment, examination, etc. so that they can efficiently deal with the situations arising out of 
the ongoing reforms and streamlining of the various trade measures.3 An effort is being made 
through the quick training programmes to reduce the information gap which comes up due to a 
very hierarchical structure. This may eventually help in faster clearance of goods and reduce 
grievances from the trade. The National Academy of Customs, Excise and Narcotics (NACEN), 
Faridabad has several regional institutes which conduct training on a regular basis for staff who 
are posted for the first time and a refresher course for already working staff to acquaint them 
with ongoing reforms. 
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The training programmes are attended by such staff as is engaged in assessment, examination, 
bonded warehouse, container freight stations, prevention, etc. The participants are informed of 
all the legal/procedural changes brought about by any instructions/circulars/notifications apart 
from the issues arising from public notices or other technical details. 
 
III Assessment of Trade Facilitation Situation 

An assessment of three GATT Articles, so as to find out existing gaps as per the WTO 
classification of trade facilitation measures, is attempted in this section. The information 
provided for all the three Articles viz. X, VIII and V is also summarized in Annex 1 and Table 
12. In Annex 1, the focus is the WTO/WCO checklist. After this the coverage and focus within 
the three Articles has expanded which are covered in Table 12. The details here are based on 
extensive interviews with policy makers, government officials and secondary sources of 
information. As the checklist shows there are still some gaps in Articles X and VIII while major 
gaps are present in Article V.  
 
Efforts have also been made to draw upon other studies as mentioned in the literature review. 
However, in last one year a lot of new policy measures have been introduced which are not 
covered in existing studies.  
 
III.1 GATT Article X 
Article X basically deals with the publication and administration of trade regulations. The 
proposals received at WTO by various members also intend to cover issues related to the 
establishment of a single national focal point; time period between publication and 
implementation; consultation and commenting on new and amended rules; provisions of 
advance ruling; appeal procedures and maintenance of integrity among officials. 
 
III.1.a Publication and Availability of  Information 
In the recent past, the CBEC website has been made more comprehensive in terms of its data 
contents.4 This includes detailed information on all the acts, rules, regulations, circulars and 
CBEC notifications issued so far apart from the latest ones. Over 25,000 pages covering these 
details are posted on the website. Apart from this there is a powerful search facility for 
extracting relevant information which has been made available now. Apart from CBEC, the RBI 
and MoCI are the other two agencies which help in the further dissemination of legal details and 
information about the new policies. Several private agencies and legal publishing house are also 
into the business of selling relevant publications on customs procedures apart from maintaining 
their own websites. The judicial decisions are also published by the private publishers. 
 
 
 
III.1.b Time Period between Publication and Implementation 
This is an area which continues to be one of concern for Indian customs, as in some cases 
information related to various changes is published much after their implementation though it is 
made available on the CBEC website instantaneously. However, due to slow automation and 
lack of alternative channels for information dissemination the ground staff comes to know of 
changes much later. This also creates problems for the trading community. The CBEC has made 
some initiatives to organize short-term training courses focused on automation initiatives to 
bridge the gap.5
 

 9



III.1.c Consultation and Commenting on New or Amended Rules 
Recently, CBEC has started the practice of keeping some of the proposed amendments on the 
CBEC website for comments from domestic industry. However, some of the rules for which 
legislative approval is required, are first presented to Parliament and then are opened for public 
comments and discussions.6 The CBEC keeps interacting from time to time with trade and 
industry organizations to streamline working, for instance, some time back industry suggested 
the exemption of large traders from bank related formalities. As a result, it was decided that 
bank guarantee for “Shipping Lines” which are handling more  than 5000 TEUs (as import 
containers) in a financial year for  the purpose of  trans-shipment of import and export  cargo 
from any gateway ports to feeder  ports/ICDs/CFSs and vice versa or by road should  be 
exempted  from furnishing bank guarantee.7   
 
As part of the Foreign Trade (Development and Regulation) Act, 1992, the Customs Department 
created options for appeal. Any person aggrieved by any decision or order made by the 
Appellate Authority under this Act may make an appeal within a period of forty-five days from 
the date on which the decision or order is served. 
 
III.1.d Advance Ruling 
The Union Finance Minister had announced in March 2002, the setting up of an Authority for 
Advance Rulings in order to ensure foreign investors, in advance, of their likely indirect tax 
liability in terms of customs and other instruments. The authority has started functioning since 
April 2003.  
 
The government has come out with several brochures publicizing the setting up of the Authority 
which are being distributed at embassies in India and Indian missions abroad. In the time period, 
January 1, 2004 to December 31, 2004, 18 applications were received seeking pronouncement 
of advance ruling.8 Recently, a website has also been launched by the Authority.9
 
III.1.e Appeal Procedures 
The Customs Excise and Service Tax Appellate Tribunal (CESTAT) was created to provide an 
independent forum to hear the appeals against orders and decisions passed by the 
Commissioners of Customs and Excise under the Customs Act, 1962, Central Excise Act, 1944 
and Gold (Control) Act, 1968.10  The Gold (Control) Act has been repealed.  The tribunal is also 
empowered to hear appeals against orders passed by the designated authority with regard to anti 
dumping duties under the Customs Tariff Act, 1975 and matters relating to Service Tax. The 
Appellate Jurisdiction of CESTAT covers baggage, drawback and short lending cases. In these 
cases, the aggrieved person may file an application for revision of the orders passed.  The orders 
of the tribunal could also be considered for reference to the High Court and certain categories of 
decisions involving matters relating to the classification or valuation can be appealed even 
before the Supreme Court. This provides a large range of options to the trading community.  
 
An additional forum for resolution of dispute for assessees without going into the prolonged 
litigation in adjudication/appeals/revisions etc., has been created by constituting the Customs 
and Central Excise Settlement Commission (provisions of Section 127A to 127N of the Customs 
Act). The guidelines prescribed for its working suggest that the Settlement Commission cannot 
entertain the cases which are pending with the Appellate Tribunal or in a Court. Similarly, the 
matters relating to classification cannot be raised before the Commission. It is also specified that 
no application can be made unless the appellant has filed a bill of entry or a shipping bill. 
Presently, three benches in the Settlement Commission have been constituted and they are 
functioning at Delhi, Mumbai and Chennai. The fourth bench at Kolkata will be constituted in 
near future.11  Despite these arrangements, number of cases pending before the Settlement 

 10



Commission (refer Table 2) remain extremely high.12 These cases involved huge amounts of 
duty payment ranging to several thousand million rupees. In some cases it is lack of manpower 
which restricts the handling of cases in the initial stage itself. The Parliamentary Standing 
Committee on Finance (2005) has pointed this out in two consecutive reports. 
 

Table 2: Cases Pending Before Settlement Commission (1999-2005) 
(Re. million) 

 Principal Bench Kolkata Mumbai Chennai Total 
Cases Received 377 47 661 465 1550 
Cases Pending 79 24 149 38 390 
Duty Realized in 
respect 
of settled cases 

1572.30 27.90 1949.30 982.00 4531.50 

Source: SCF (2005). 
 

III.1.f Other Measures to Enhance Impartiality and Non-Discrimination 
The CBEC has been actively working towards reducing the nature and extent of examination by 
officers and has attempted instead, to develop a systemic management where least human 
intervention is required. As a part of the proposed Risk Management System (RMS), so as to 
enable self assessment for examination of consignments which are of high risk. As it will be a 
system driven programme, it will considerably reduce the discretion of the department officers. 
This initiative will offer a greater measure of facilitation to the credible traders and will also 
contribute towards the reduction in dwell time of cargo and thus to transaction cost. According 
to the CBEC plans, the RMS would work through the Accredited Clients Programme, where the 
importers and exporters are enlisted with the department which enables access to facilitation 
services. At present, a pilot project is being run at select points in India. The RMS is expected to 
cover all the EDI points by end of 2005. The Information Technology Act 2000 has empowered 
CBEC to issue digital signature certificates which would make it possible to provide legal 
validity to the electronic declarations.13  
 
The Customs Department has initiated several measures to activate various mechanisms for 
dissemination of information. However, on the creation of an inquiry point, India has said at the 
WTO that having a single enquiry point for a country with so many offices may not be a very 
effective mechanism.14 In some categories Indian customs administration has the right to require 
original documents. According to the Indian submission what seems feasible is a sectoral 
enquiry point with different agencies and once these agencies has come at the same level of 
automation eventually one may have a single point enquiry system.15

 
III.2 GATT Article VIII 
The GATT Article VIII deals with issues related to fees and charges and import and export 
formalities and documentation requirements. There is proposal to avoid hefty penalties for 
minor breaches. In some cases, consularization, tariff classification and border agency 
coordination are also major issues. We look into them in the context of the recent policies 
announced. 
 
III.2.a Fees and Charges Connected with Importation and Exportation 
The rates of customs duties that may be levied on imported goods (and export items in certain 
cases) are either specific or on ad valorem basis or at times specific cum ad valorem. The 
Customs Valuation Rules, closely follow the WTO Customs Valuation Agreement to implement 
Article VII of GATT. The methods of valuation prescribed therein are of a hierarchical order. 
The importer is required to truthfully declare the value in the bill of entry and also provide a 
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copy of the invoice and file a valuation declaration in the prescribed form to facilitate correct 
and expeditious determination of value for assessment purposes. However, the private sector 
faces a host of problems on this front as is discussed in section IV. The Customs Department has 
issued guidelines for precise valuation so as to avoid arbitration to ensure that there is a 
uniformity in approach at different customs offices.  Section 14 of the Customs Act, 1962 lays 
down the basis for valuation of import and export goods in the country. It has been subject to 
certain changes – the basic last change being effected in July-August 1988, when the present 
version came into operation. Recently, tariff rates (in absolute terms) have been fixed in respect 
of import of crude palm oil, RBD palm oil and RBD palmolein.  
 
The valuation of imported/export goods, in cases where no tariff values are fixed, is done in line 
with the price at which such or like goods are ordinarily sold, or offered for sale, for delivery at 
the time and place of importation or exportation, as the case may be, in the course of 
international trade, where the seller and the buyer have no interest in the business of each other 
and the price is the sole consideration for the sale or offer for sale. For all goods and services 
which are exported from units in the Domestic Tariff Area (DTA), remission of service tax 
levied is allowed.  

As a follow up on the Report of the WGTF, accredited importers may pay duties and taxes 
within 8 hours of assessment so that undue delays are avoided.16 Indian Customs Department 
has initiated some additional measures to ensure trade facilitation. The Custom offices now 
work overtime with nominal additional charges after normal working hours or on holidays.17 
The overtime fee is collected in terms of section 36 of the Customs Act, 1962 and the Customs 
(Fees for Rendering Services by Customs officers) Regulations, 1998 made there under. Section 
36 of the Customs Act, 1962 allows unloading/loading of import/export cargo from/on a vessel 
beyond working hours on a working day or on holidays only on payment of a prescribed fees. 
The Customs (Fees for Rendering Services by Customs Officers) Regulations, 1998, prescribes 
the rates and the manner for collection of such fee.  

III.2.b Formalities Connected with Importation and Exportation 
Over the years the number of documents required and the number of copies needed has been 
reduced. Several initiatives have been made in the last one year itself to avoid duplicate 
collection of information by the Customs Department.18  The WGTF has worked as a catalyst in 
this regard.19 The Action Group on Trade Facilitation at CBEC on its own also ensures possible 
reductions in the documents to be enclosed. For example, the current practice at Delhi Airport is 
to get the permission from the customs twice after the issuance of the Let Export Order (LEO), 
one for palletization and another for loading in the aircraft. The Action Group on Trade 
Facilitation felt that there is no need for permission at two different stages. As a result 
unnecessary documentation was avoided. 
 
Documents for the Exporters 
The document required to be filled by the exporters is called the “Shipping Bill”. The exporters’ 
community has been repeatedly raising the issue of excess documentation required by the 
Customs. The submission from the All India Association of Industries (AIAI), Mumbai to the 
Finance Minister pointed out that the large number of documents required to be signed by 
manufacturer and exporters for their exports only contribute to delays and consequent increase 
in transaction cost. Earlier the Task Force Report had also mentioned this. As a response to this, 
the CBEC, constituted a sub-committee to “Report on Reduction of Export Documentation for 
Customs Purposes” in 2004. The Sub-Committee was a multi-disciplinary group comprising of 
representatives from the Customs, DGFT, RBI, Federation of Indian Export Organization 
(FIEO) and Delhi Exporters Association.20
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The Committee has recommended that the five documents needed are essential documents 
containing vital information and are not duplicative in any sense. These documents are viz. 
packing list; application for removal of excisable goods under bond for export; declaration form 
pertaining to the export scheme under which the export is being made, and the self declaration 
form for repatriation in foreign exchange of the sale proceeds of the export consignment. 

 
The Sub-Committee has, therefore, recommended that these documents can not be dispensed 
with. There are, however, a number of declarations presently being filed by the exporters for 
exports under drawback and various export promotion schemes. The Sub-Committee has 
observed that many such declarations have outlived their utility and presently do not serve any 
useful purpose. The Sub-Committee has, therefore, recommended that these declarations should 
be done away with. 

  
Documents for the Importers 
If the goods are cleared through the EDI system no formal bill of entry is filed as it is generated 
in the computer system along with Bill of Entry number which may help in tracking the 
movement. However, the importer is required to file a cargo declaration having prescribed 
particulars required for processing of the entry for customs clearance. The bill of entry, where 
filed, is to be submitted in a set that is different copies meant for different purposes and also 
given different colour scheme, and on the body of the bill of entry the purpose for which it will 
be used is generally mentioned in the non-EDI declaration. 

 
Under the EDI system, the importer does not submit documents for assessment but submits 
declarations in an electronic format containing all the relevant information to the Service Centre. 
A signed paper copy of the declaration is taken by the service centre operator for safety 
purposes of the declaration. A checklist (refer to Annex 1) is generated for verification of data 
by the importer/CHA. After verification, the data is submitted to the system by the Service 
Centre. The Action Group on Trade Facilitation has also made efforts to reduce the dwell time 
from 15 to 7 per cent for clearance of import cargo for which incorrect or incomplete import 
manifest is given. The Group suggests delayed submission is possible with full information at 
the time of arrival of the vessel. 
 
III.2.c Consularization 
Some national governments require consularized documents in the country of export before the 
goods arrive at port, and impose a penalty upon any goods arriving at a port accompanied by 
documents that have not been consularized. Special consular invoice, prepared in the language 
of the destination country, is submitted to a consular office in the country of export. Though 
earlier as part of GATT it was proposed to prohibit this but some how this practice continued. 
The United States and Uganda have submitted a proposal at the NGTF to abolish the practice of 
consularization.21 This practice is prevalent largely in countries where English is not the official 
language. 
 
The issue of consularization is a non issue for WTO negotiation as far as India is concerned as 
there had never been any consular charges for exporters to India. 
 
III.2.d Border Agency Coordination 
This continues to be a major problem area for the trading community as despite easy clearance 
of the goods by customs other agencies viz. port authority, etc.‘before’ and ‘after’ customs, 
continue to lack coordination. Since the submission of the report at Task Force on Indirect 
Taxes (2002), some institutional mechanism have been established for ensuring better 
coordination among various agencies engaged in trade facilitation related programmes.  
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The two specific committees include the High Level Inter-Ministerial Committee (HLIMC) 
which looks into the broad policy matters. HLIMC in its first meeting in 2003 initiated 
discussions on various policy issues concerning different Ministries as also the issues raised by 
the trade with regard to expeditious clearance of import and export goods. 22  Besides the 
Chairman of the CBEC, who is the Chairman of the Committee, the other members are Member 
(Customs), CBEC; Director General Foreign Trade; Additional Secretary, Ministry of Textiles; 
Additional Secretary, Ministry of Shipping; Additional Secretary, Ministry of Civil Aviation; 
and Additional Secretary, Ministry of Health. The Joint Secretary (Customs), CBEC, is the 
Member-Secretary of the Committee. The HLIMC has now included representation from the 
Ministry of Environment and Forests and the Department of Chemicals and Petrochemicals as 
well. The other committee which looks into the day-today operations is called the Permanent 
Trade Facilitation Committee (PTFCs), headed by a Commissioner of Customs, in their 
respective regions. This is based at each custom station and includes representatives from 
various agencies involved with the clearances including CHAs. Several leading custom houses 
have organized their meetings of PTFCs and the proceedings are posted on their websites. 

As part of efforts for inter-agency coordination, the Indian government has now decided that 
data relating to EDI shipping bills (for Duty Entitlement Passbook Scheme) issued on or after 
October 1, 2005, from the 23 Customs-EDI Ports shall be exchanged between customs and the 
DGFT Server on a digital platform. 23  Accordingly, the application procedure and 
verification/registration system for DEPB licenses, which are based on the EDI-DEPB Shipping 
bills issued on or after October 1, 2005, have been clarified and made simpler by the MoCI 
through a recent circular. Exporters are also being advised not to club the EDI-DEPB shipping 
bills and non-EDI shipping bills with such DEPB e-commerce applications. However, there 
continue to exist several of these agencies at the border, and the government, so far has not 
identified a single agency as lead agency to manage various infrastructure related issues. As a 
result coherence and a consolidated action plan for infrastructural improvement is missing. 
Though, MoCI issued circulars naming customs to be the lead agency, WGTF also made similar 
recommendation but it seems that more substantive efforts are needed. 

III.2.e Release and Clearance of Goods 
The CBEC has implemented the recommendation of WGTF to issue data on release and 
clearance. This is being measured through dwell time. Dwell time is defined as the time taken 
from the time of arrival of goods to their clearance.24  The data released conforms to the 
suggestion made by WGTF to precisely identify the time taken in manifest filing, declaration, 
assessment at customs and duty payment by importers and further time taken by customs for 
examination. In Table 3, we provide a comparative picture for Bangalore and Chennai based on 
the data released as per the WGTF report (January to March 2004) and CBEC for the period 
January to April 2005. Though, there are visible discrepancies in the table but as explained in 
the WGTF report, their data was part of the rough estimation while CBEC data is an outcome of 
precise calculation attempted scientifically. 
 
As mentioned earlier, the CBEC has launched a risk management system (RMS) on a limited 
basis at select custom ports. Based on data from ICEGATE and the EDI system ‘Star 
Performers’ are to be identified, depending on their creditability and goodwill. 
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Table 3: Focus on Dwell Time: Dwell Time (in hours) Period 
 

    January-March 2004* January-April 2005** 
Activity Activity by Bangalore Chennai Bangalore Chennai 

Manifest filing Carrier 2 53 0.36 1 
Declaration Importer 55 74 55 57 
Assessment  Customs 7 12 10 10 
Duty payment Importer 29 55 33 32 
Examination Customs 6 6 5 4 
  Total dwell 

time 
99 200 103.36 103 

Source: *  MoF (2004). Report of Working Group on Trade Facilitation, Central Board of Excise and Customs, 
Government of India, October.;  
** Subramaniam (2005). Presentation made at the National Seminar on Trade Facilitation, Department of 
Commerce, Department of Revenue and UNCTAD, 18th August 2005. 
 
III.2.f Tariff Classification 
This is a major area of concern not only for exporters and importers but also for various 
government agencies including the MoCI. According to an analysis at MoCI, 36 per cent 
exports are wrongly classified in terms of the ITC Harmonized System (HS) of classification 
while a 15 per cent error is found in the tariff chapters. In case of imports, wrong product 
classifications have been found in 11 per cent of the cases.25 The problem continues between 
DGCIS and DGFT, as each one of them follow different levels of classification. This eventually 
gets reflected in the data being generated from customs points. 
 
Even in case of EDI the percentage of error in the ITC HS classification is as high as 30 per cent 
while the error in quantity is 41 per cent as far as exports are concerned. MoCI and in particular 
DGFT, have launched an initiative to sensitize exporters and importers for filing correct entries 
in shipping bills and bills of entry. 
 
III.3 GATT Article V 
The scope and issues  covered under Article V have become extremely important as regional 
trade in South Asia has expanded. There has been a concern about lack of containerized trade in 
the region. Therefore, the general yardstick of measurement used is by counting of trucks. The 
number of trucks from Bangladesh to Nepal via India has gone up from 160 in 2003 to 290 in 
2004. Similarly, the number of trucks from Nepal to Bangladesh via India reached at a number 
of 251 in 2003-04 (see Table 4). The number of trucks from Bhutan to Bangladesh via, India 
was 7240 in 2004-05 and from Bangladesh to Bhutan was 378 in the same period. The number 
of containers being imported/exported to/from Nepal to/from third countries being routed via. 
Haldia itself has gone up ten fold, which is 70 per cent of exports and 50 per cent of imports.26  
In this situation, several measures are to be taken to ensure compliance with various provisions 
of Article V.  
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Table 4: Number of Trucks Movement 
 2003-04 2004-05 2005-06 
Bangladesh-India-Bhutan 
(via Changrabandha & Jaigaon/Chamurchi LCS) 

161 378 518 

Bhutan-India-Bangladesh 6948 7240 5410 
Nepal-India-Bangladesh 
(via. Panitanki-Phulbari LCS) 

251 174 65 

Bangladesh-India-Nepal 160 290 11 
Source: Collected by author from various customs points. 
 
Apart from Article V related issues there are other policy issues, which may have potential to 
become major trade irritant, would be discussed later in this section. In the context of on-going 
WTO discussions the following issues are found important for instance, documentation and 
authorized trade and securities and guarantees which would be discussed here in details. 
However, the examination of transit goods based on the application of risk management system 
is not in place as this feature has not been introduced in the bilateral treaties. Similarly, no 
simplified procedures are being established for authorized consigners involved in transit 
procedures as this has also not been included in the bilateral treaties. In the case of Bhutan and 
Nepal, the Indian government is working closely to gradually evolve such a list.  
 
III.3.a Documentation and Authorized Trade  
The Indian Customs require declaration of all the transit goods as per the standard declaration 
form available on site and also at the relevant offices. Customs is making an effort to enhance 
the level of coordination among various border agencies. As different degrees of security 
concerns are present at different points in the country there is a limited use of simplified transit 
declaration. As of now it is available with Bhutan and Nepal. Customs has also launched work 
on simplifying procedures established for the authorized consignors involved in the transit 
procedures. There is need to establish coordination among various border agencies for 
documentary requirements. After several consultations at the regional level facilitated by the 
SAARC a common document was developed but has yet to be accepted and implemented by the 
various agencies involved. 
 
III.3.b Securities and Guarantees 
Among the issues related to securities and guarantees no duty or tax is charged by India on the 
transit goods. However, there are independent reports that at some points octroi is being charged 
by local authorities but there is no charge levied in connection with customs transit. Apart from 
working on an international guarantee system, India is working with mutual guarantee 
agreements with the neighboring countries. There are no cash deposits required for goods in 
transit and securities and guarantees are discharged as soon as the necessary requirements are 
met. These requirements are defined in the bilateral treaties. 
 
As mentioned earlier traders have to pay ‘overtime charges’, to get their goods cleared on 
holidays and weekends. Since, no fee or charges are imposed on the transit goods these have to 
wait throughout the period. Therefore, there is a need either to allow transit goods also to be 
cleared even without paying overtime charges or at least with payment of these charges such 
goods should be cleared. Similarly, the bilateral treaties, presently do not have any scope for 
examination of goods in transit for risk assessment. There is a need to ensure that this is in built 
as part of the treaty itself. 
 
The DGFT may issue, from time to time, such instructions or frame such schemes as may be 
required to promote trade and strengthen economic ties with neighboring countries. Transit of 
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goods through India from or to countries adjacent to India is regulated in accordance with the 
bilateral treaties between India and those countries and is subject to such restrictions as may be 
specified by DGFT in accordance with international conventions. In order to tackle abuse of the 
custom transit corridor, the Government of India issues a list of sensitive commodities at 
periodic intervals, keeping domestic market requirements, up as criteria. At present there are 
nine such commodities identified as sensitive commodities. In the recent past, the Directorate of 
Revenue Intelligence (DRI) has caught several consignments worth millions of rupees which 
were being directed for domestic consumption in India. This has become a major issue 
especially with Nepal. 
 
III.3.c General Issues 
The bilateral and transit trade with landlocked countries viz. Nepal and Bhutan as mentioned 
before is governed by bilateral treaties. India has signed a formal treaty with Nepal for trade and 
transit while with Bhutan, the treaty signed in 1995 is only a trade treaty. India is also working 
out a trade and transit treaty with Bhutan as well. Efforts are also being made to sign a similar 
treaty with Afghanistan.27

 
There are several concerns about the abuse of the custom transit system. The 35 kilometers area 
between Phulbari in Bangladesh to Panitanki in Nepal is one of the most difficult territories 
which even requires army support for protection purposes.28 Table 5 enumerates some of the 
major transit points between India and Bhutan. The overall performance of these corridors is not 
particularly impressive. The time and cost requirements for moving cargo along these corridors 
are much higher than those for other major economies in Asia. For instance, an example of 
inefficient cross-border operation is the Kolkata-Petrapole / Benapole-Dhaka corridor, which 
provides a major connection between the eastern part of India and Bangladesh. This 300 
kilometre corridor takes 3-6 days for any Kolkata-originating cargoes to reach Dhaka, which 
otherwise would take 2 days in river routes. 
 

Table 5: Land Customs Stations for Transit Trade 
Name of the LCS Nature of Transit 

Cargo Handled 
Location Distance 

Panitanki Nepal transit cargo 
to and from 
Bangladesh 

In the district of 
Darjeeling, WB on 
Indo-Nepal border 

604 km from 
Kolkata 55 km from 
Phulbari LCS on 
Indo-Bangla Border 

Phulbari Nepal transit cargo 
to and from 
Bangladesh 

In the district of 
Darjeeling, WB 

55 km from 
Panitanki LCS 

Changrabandha Bhutan transit cargo 
to and from 
Bangladesh 

In the district of 
Coochbehar, WB 

80 km from Jaigaon 
LCS on Indo Bhutan 
Border 

Jaigaon Bhutan transit cargo 
to and from 
Bangladesh as well 
as gateway port at 
Kolkata 

In the district of 
Jalpaiguir, WB on 
Indo-Bhutan Border 

695 km from 
Kolkata 80 km from 
Changrabandha LCS 
on Indo-Bangla 
Border. 

Source: Based on communications with Commissionerate of Customs, West Bengal (2005). 
 
The security concern apart from lack of infrastructure defeat the implementation of concerns 
like time limit, etc. At the LCS, infrastructural provisioning is a major limitation. The 
warehouse facility, weighing gadgets, proper parking facilities and quarantine facilities are some 
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of the key infrastructural facilities which are to be urgently placed under some minimum 
required standard. There is no effective mechanism with neighbouring countries for better 
control of border ports. Therefore, effective mechanisms are needed by India for improving the 
control and responsibilities at the border ports. 
 
III.3.d Recognizing Mutual Commercial Vehicle Act 
There is no commercial motor vehicle agreement between India and Bangladesh as is the case 
with Nepal. Consequently, trucks carrying various consignments have to be de-loaded at 
Bangladesh border and then taken to the containers from the Nepal as Nepalese trucks can easily 
enter in Indian border. Though, Nepal officially allows Indian trucks but unofficially goods are 
to be carried by Nepalese trucks as the local agents do not allow Indian trucks to enter.29

 
III.3.e Infrastructure at Land Customs Stations (LCS) 
Moreover, there are no gadgets installed at the LCS so containers can not be scanned. This is a 
major challenge for RMS and is also a potential quarantine threat. Since the LCS also lack 
automation it becomes a major crippling factor.  
 
At the level of Indian Government there is an urgent need to nominate a single agency to 
coordinate/lead infrastructural development projects for LCS with detailed planning. For 
instance, several LCS have a small building but no place for parking of vehicles, area for goods 
examination, standardized zones, etc. Shortage of handling equipment including Stakers Gantry 
Crane, etc. for loading and uploading of cargo is a perpetual problem. Though MoCI issued a 
circular suggesting customs to be the lead agency but in practice this has not happened so far.  
 
 
III.3.f Alternative Options 
Apart from this, alternative options could be considered for transit goods for instance, 
strengthening rail links and allowing riverine routes especially for Bangladesh. In fact, cargo 
movements and channeling facilities should be examined from the traffic engineering view point 
in terms of adequacy of cargo handling facilities. Most of the transit goods from Bangladesh 
come in trucks and not in pilferage proof containers. There is therefore more than one seal to be 
checked and this increases work pressure and takes more time. Nepal of late has started using 
modern containers, which is of great help.30

 
Recently, the Customs Department  agreed with the industry demand to allow clearance of 
export goods for Nepal and Bangladesh at an Inland Clearance Depot (ICD) and after stuffing 
and sealing, containers could be taken to Nepal and Bangladesh by rail or/ and road through an 
LCS. This would allow faster movement of cargo from hinterland ICDs to Nepal and 
Bangladesh resulting in reduction of transaction cost. There has also been a demand from the 
industry desiring direct shipment from Haldia Port of their products by the riverine route to 
Bangladesh. Under the present system, the Shipping Documents are presented to the LCS in the 
Office of Commissioner of Customs at the Customs House, Kolkata, whereas, the customs 
clearance of the export cargo is being undertaken at Namkhana LCS.  
 
IV. Trade Facilitation Needs and Priorities of the Private Sector 

As discussed earlier, there are two substantive private sector surveys available which were 
conducted by the Madras Institute of Development Studies, MIDS (Sengupta and Bhagabati, 
2003) and Ace Global (2005). Both these surveys had a different focus. However, there are 
certain issues which have synergies with the focus of the current study. The EXIM Bank (2003) 
study provides additional focus on geographic variations in transaction cost, which adds another 
dimension to the whole issue. The study found that firms in the eastern region suffer mostly 
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from the poor infrastructural facilities including transportation. The latter includes shipment and 
air facilities along with port facilities. In our current pursuit we have tried to balance that 
dimension as well. The results of our survey and survey instruments are being discussed 
herewith. 
 
IV.1 Survey Instrument and Methodology 
The survey method was based on a questionnaire, developed with the help of the ARTNeT 
Secretariat and select interviews with key industrialists and representative from leading private 
sector firms including the major CHAs. The questionnaire is enclosed as Annex 4. In order to 
solicit greater response from industry, RIS partnered with Federation of Indian Chamber of 
Commerce and Industry (FICCI), a leading industry organization for conducting the survey. Our 
joint survey tried to reach various private sector units and export organizations.  
 
The sample size was selected taking into account the relative importance of various sectors in 
total exports of India. At the sectoral level, export shares were worked out and accordingly a 
representative target base was identified. As shown in Table 6 manufacturing goods represent a 
greater share hovering at around 76 per cent, primary products are at around 16 per cent and 
petroleum products occupy approximately 5.2 per cent. 
 

Table 6: Percentage Share of Individual Commodity Groups in India’s Total Exports 
Commodity Group April-March 

2002-03 
April-March 2003-

04 
Average Share 

I. Primary Products 16.6 15.5 16.1 
Agriculture & Allied 12.8 11.8 12.3 
Ores & Minerals 3.8 3.7 3.8 
II. Manufactured goods 76.6 76 76.3 
Textiles incl RMG 21.1 19.0 20.1 
Gems & Jewellery 17.2 16.6 16.9 
Engineering goods 17.2 19.4 18.3 
Chemicals and related products 14.2 14.8 14.5 
Leather & manufactures 3.5 3.4 3.5 
III. Petroleum, crude & 
products 

4.8 5.6 5.2 

IV. Others 1.9 2.9 2.4 
Source: Economic Survey, 2004-05. 
 
The questionnaire was sent to various firms according to the weight assigned to their sector as 
shown in Table 7.  While selecting the firms, care was taken to ensure that these firms also 
engaged in substantial imports so as to avoid any kind of bias in the sample selection for export 
related activities only. The sample size was decided in a way that major private sector firms in 
the leading export sectors were covered.  In this study since we have limited time in hand we 
covered the private sector firms through a very limited but representative sample size. Out of 
1020 firms approached we could get responses from 51 firms. The highest emphasis was given 
to manufacturing sector in which 620 firms were approached and out of that more than 41 firms 
responded excluding three more firms from the category of others. 
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Table 7: Sample Size and Number of Responses Received
Commodity Groups Number of Sample 

(category wise) in the 
target sample 

Number of Sample 
points (category wise) in 

the original sample 
I. Primary Products 200 4 
Agriculture & Allied 167 4 
Ores & Minerals 33 0 
II. Manufactured goods 620 41 
Textiles incl RMG 160 9 
Gems & Jewellery 140 0 
Engineering goods 160 23 
Chemicals and related products 120 9 
Leather & manufactures 40 2 
III. Petroleum, crude & products 100 2 
IV. Others 100 4 
Total  1020 51 
 
IV.2  Survey Results 
 
The private sector survey could get a reasonable response on both aspects of the questionnaire 
viz. perception about level of implementation and also ranking of needs and priorities (Annex 2 
and 3). The firms were quite keen to identify key problem areas in TF (see Figure 1). The key 
problem areas identified by respondents of the survey are in the following order, customs 
valuation (19 per cent); inspection and release of goods (18 per cent); tariff classification (16 per 
cent); and submission of documents for clearance (14 per cent).  

Figure 1: Key problems faced by Indian Private Sector

19%
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16%
14%
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Customs valuation Inspection and release of goods 

Tariff  classif ication Submission of documents for clearance

Technical or sanitary requirements Obtaining of import license

Identif ication of origin of the goods Payment of fees and penalties

 
The other areas listed in order as key problems are technical or sanitary requirements, obtaining 
of import license, identification of origin of the goods and payment of fees and penalties. This 
clearly shows that the current scope of trade facilitation negotiations at the WTO eventually may 
not be sufficient in ensuring quicker flow of goods. It is evident that the private sector should 
also be prepared to take maximum advantage of automation and other programmes of customs 
and other agencies. As Box 1 shows, the preparedness of Hewlett Packard (HP) has helped them 
in faster clearance of their cargo and has also helped them in reducing the demurrage charges. 
 
The survey results on perceived level of implementation of trade facilitation measures in India 
are summarized in Table 8, in which an effort has been made to compare the private sector 
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responses with the responses received from the government officials. As is clear from the table, 
in most of the cases perceptions from most of the traders match well with the official positions. 
However, there are some key areas where views are different. For instance, the majority of the 
private sector feels that the laws, regulations and judicial decisions are not applied in a uniform, 
impartial, and reasonable manner but the government does not agree with that. Similarly, the 
private sector feels that a formal and effective private sector consultation mechanism is still not 
available which is quite contrary to the stated position of the government. The private sector 
does not believe that there is an effective advance ruling system in place. There are also 
differences in Article V as the private sector has opined that goods in transit are subject to 
unreasonable transit duties or transit charges while the government does not agree with that. 
Here, we discuss the results of the private sector survey in details. 
 
 

Table 8: Comparison of Survey Results from Private and Government Sector 
Perceived Implementation of Trade Facilitation Measures Private Sector Government

  Yes (%) No (%) Yes(1)/No (0)
Customs procedures and regulations are publicly available  85 15 1 
Changes in regulations and procedures are made available  72 26 1 

Laws, regulations and judicial decisions are applied in a uniform, 
impartial, and reasonable manner 45 51 1 

Independent system to appeal trade and/or customs authorities’ 
decisions is available  58 40 1 
Formal and effective private sector consultation mechanism exists, 
which allows traders to comment on proposed changes to regulations 
and procedures before they are issued and implemented 47 49 1 
An effective advance ruling system is in place 45 45 1 

Documentation requirements for import/export are excessive and time 
consuming 68 34 0 
Fees and charges levied on export and import are reasonable 49 49 1 
Penalties and fines for minor breaches of customs regulation  55 40 1 

Easy to submit required trade documentation to trade/customs 
authorities for approval 57 43 1 

Computerization and automation of customs and trade procedures 
have noticeably reduced average time of clearance 72 25 1 

The treatment of goods and vehicles in transit is non-discriminatory 55 28 1 

Goods in transit are subject to unreasonable transit duties or transit 
charges 32 60 0 

Regulation and procedures for goods in transit are clearly defined and 
widely available 49 40 1 

Vehicles in transit are allowed to use the most convenient routes to 
their destination 60 25 1 

 
Article X 
A large number of firms appreciated the CBEC efforts for dissemination of information by 
making customs procedures and regulations publicly available; as high as 85 per cent 
respondents endorsed the availability. They (72 per cent) also agreed that changes in regulations 
and procedures are made available well in time. Incidentally, this also is indicated as the highest 
priority area in TF efforts. As high as 60 per cent assessed it as a high priority concern. 
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Though many respondents (58 per cent) find that an independent system to appeal trade and/or 
customs authorities’ decisions is available; however, 51 per cent of them feel that laws, 
regulations and judicial decisions are not applied in a uniform, impartial, and reasonable manner. 
An equal number of respondents feel that formal and an effective private sector consultation 
mechanism exists, which allows traders to comment on the proposed changes to regulations and 
procedures before they are issued and implemented.  
 
A large number of respondents find an effective advance ruling system is in place (45 per cent) 
but a large number of them still suggest greater policy attention in making it further effective 
(40 per cent). They also state that documentation requirements for import/export are excessive 
and time consuming (68 per cent). 
 
There is a greater satisfaction (72 per cent) with the computerization and automation of customs 
and trade procedures which has noticeably reduced the average time of clearance. Highest 
priority is also attached to computerization and automation of trade procedures, e.g., online 
submission and approval of customs declarations, cargo manifests, including electronic payment 
of fees and customs duties. 
Article VIII 
There is a general perception that Fees and charges levied on export and import are reasonable 
(49 per cent each). However, a large number of respondents (55 per cent) find penalties and 
fines for minor breaches of customs regulation too high. They (57 per cent) also feel that 
irregular and arbitrary payments are often required to expedite release of goods from customs. A 
high priority is attached for separating release from clearance procedures, i.e., allowing goods to 
be released before all clearance formalities have been completed (this may be subject to 
providing a financial guarantee to customs and/or post-release audit). There is a general 
satisfaction about the required trade documentation to trade/customs authorities for approval (57 
per cent). However, the highest priority for policy formulation is attached on harmonization and 
standardization of documentation requirements based on international standards (55 per cent). 
Similarly, improvement of coordination between relevant agencies, particularly on document 
requirement, e.g., through the establishment of a single window for one-time submission and 
collection of all trade documents (64 per cent) is highly emphasized.  
 
Article V 
Most of the respondents have indicated that the treatment of goods and vehicles in transit is non-
discriminatory (55 per cent) and goods in transit are not subject to unreasonable transit duties or 
transit charges (60 per cent). They have also indicated that regulation and procedures for goods 
in transit are clearly defined and widely available (49 per cent). Though, vehicles in transit are 
allowed to use the most convenient routes to their destination (60 per cent) but more needs to be 
done to improve infrastructure on these routes. Some of them pointed out in their 
communication that alternative routes also should be developed so that excessive pressure on 
existing ones in avoided. However, in terms of policy the private sector lays emphasis on the 
implementation of international and regional transit systems based on international standards 
and practices (38 per cent) which at present are not in place. The private sector feels that the 
existing mechanism of bilateral treaties does not take into account the views of the private sector.  
 
 
 
 
 
 

 22



Box 1: Automation for Efficient Logistics: Case of Hewlett Packard 
 

After initial investments in India for R&D purposes, HP has now expanded India-specific operations in 
manufacturing sector as well. These are in the areas of networking products, software and mobile, general office 
and wide-format printing categories.  
 Camparitive Study of Turn around Time for past six years
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HP’s presence in the region also consists of 12 manufacturing 
sites located across various countries including India. HP has 
achieved the leadership position in the over all server market 
in India capturing 29% share in units and 35% in revenue 
terms according to International Data Corporation (IDC) 
reports.  HP has recorded a year-on-year 35% growth both in 
revenue and in unit terms.  
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Since HP has shifted manufacturing activities, over the year 
the cargo movement has gone up.  The e-preparedness at HP 
is now at par with the requirements of various trade options 
offered by the CBEC through EDI and ICEGATE. For this, 
HP initially identified some key source persons and then got 
the staff at the operational end trained for the e-filing job. 
Thus a competent staff could easily supplement the efforts of 
the CHAs. As a result the time taken for cargo clearance has 
come down from seven days in 1999 to just 2 days in 2005. 
Similarly, the demurrage paid by the company per shipment 
has come down from $80 paid by the company to just $3 in 2005.  This was when the volume of transaction from 
HP has gone up by 350 per cent. 
Source: Based on Communication with HP. 
 
V. Cost of Trade Facilitation and Selected Trade Facilitation Measures 

As discussed before, modernization and automation of customs in India is an on-going process 
especially since 1995, when EDI was introduced. The submission of the task force report has 
catalyzed the process further. This along with the implementation of IT Act 2000 has given fillip 
to the automation programme. The government’s commitment towards implementation of 
WGTF recommendations have also helped in a major way. Some of the recommendations vis-á-
vis. implementation status are summarized in Table 9. The automation programme has been 
expanded which now covers 96 per cent of total transactions. Paper documentation is also 
reduced. For imports, presently the number of documents required has been reduced from 18 to 
6 and for exports it has been reduced from 15 to 5.31 Government has also issued official data on 
dwell time in September 2005. India has decided to accede to the Revised Kyoto Convention on 
the Simplification and Harmonization of Customs Procedures, which gives an added impetus to 
the country’s efforts towards trade facilitation. 
 
In countries where trade facilitation is an on-going exercise precise cost estimation are difficult 
to arrive at. The absence of any estimate at the Indian government level to suggest the costs of 
implementation of possible WTO commitments on Articles V, VIII and X is therefore not 
surprising. However, we are making an effort to put together various expenditure details related 
to the Articles V, VIII and X together to arrive at a precise figure. These numbers have been 
compiled from various audit reports, from export related agencies and individual experts. There 
is thus a fair possibility of having a completely different number scenario. In Tables 10 and 11 
an effort is made to put various elements pertaining to Articles VIII, X and V together so as to 
draw out the tentative cost estimates for implementation of these Articles. The idea in this 
section is not to give precise numbers, estimating the cost of compliance but to provide an 
indicative figure to work out the minimum cost being incurred for compliance. Nevertheless, 
these numbers would at least give us an idea of the minimum cost.  
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There are certain elements for which separate figures are possibly not available as many of these 
form part of a comprehensive budget for various units of customs. OECD (2005) enumerates the 
typology of cost components which may help in capturing various cost elements which may 
include new regulation, institutional changes, training, equipment and infrastructure. In this 
section we follow a similar analytical framework. 
 

Table 9: Status of Recommendations of WGTF 
Recommendation of WGTF Action taken by Government 
Constant monitoring of trade facilitation 
programme at CBEC 

- Permanent Body established 
- Identifies problem areas 
- Provides inputs for trade facilitation 

negotiations at the WTO 
Reduce time and paper work in filing of 
Bills of Entry 

- Can be filled round the clock through 
ICEGATE using internet 

- Can be filed 30 days in advance of 
arrival of cargo 

Reduce time and paper work in filing of 
Manifests 

- Amendment of Customs law to 
provide for filing of manifest before 
arrival of vessel/aircraft 

 
Streamline Duty Payment system and reduce 
time taken 

- Importers having accredited status to 
pay duties and taxes within 8 hrs of 
assessment 

- Levy of interest for delayed payment 
of duty beyond 5 days 

 
Rectify bottlenecks in Assessment and 
Examination 

- Basic approach – goods to be 
normally cleared on the basis of 
importer’s declaration 

- Permit clearance of goods in disputed 
cases with adequate safeguards 

- Use of EDI system for monitoring of 
time taken for assessment and 
examination 

- Clearance of containers directly from 
the port without examination under 
Green Channel Facility 

- Increased transparency through e-
tracking IVRS and Touch screen 
kiosks 

 
Develop adequate mechanisms to respond 
effectively for redressing constraints faced 
by traders 

- Consultations with trade through 
open houses/trade facilitation 
meetings 

- Grievances redressal committee 
meetings 

- Improving skills of Customs Officers 
in assessment and examination work 
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Recommendation of WGTF Action taken by Government 
Time- Release studies should be carried out 
at all major Customs formations on a six 
monthly basis. The Directorate General of 
Inspection in the CBEC could be entrusted 
with the task of coordinating these studies 

- CBEC has launched this exercise in 
September 2005. The first data and 
the series was released in November 
2005 

Customs should be increasingly equipped 
with the technological aids for the 
examination of cargo 

- Accepted. One cargo scanner 
installed at Nhavashieva  port, 
Mumbai 

The Government should move fast towards a 
regime where there is no need to issue a 
license scrip 

- Could not be implemented as 
electronic data link with DGFT is yet 
to be established 

Source: WGTF 2004; Subramaniam, 2005. 
 
V. 1 Costs associated with Articles VIII and X 
 The major expenditure head for Articles VIII and X are enumerated in Table 10. The Standing 
Committee on Finance (SCF) 2005 envisages specific steps proposed by CBEC in the near 
future, which would be discussed under various sub-sections below. The cost of compliance for 
Article V would be extremely high as there are several initiatives to be launched for ensuring a 
smooth flow of goods in transit. As the trade linkages of the region is growing there is a need to 
initiate various policy measures and in other areas such as communication infrastructure, cargo 
clearance facilities and other infrastructural measures that need to be established. 
 
Regulatory Costs 
This generally covers the cost of introducing new legislations or substantive amendments which 
may entail excessive expenditure in terms of new legislative and regulatory processes either at 
the central government level or at the level of local governments. As mentioned before, trade 
reforms under India’s economic liberalization is an on-going process. As a result, though trade 
facilitation related regulations may have other costs but very low regulatory cost as the system 
may not require any kind of overhauling. Establishment of new set of regulatory authorities, etc. 
is no more required. 
 
Institutional Costs 
As part of institutional cost, the heads covered are the establishment of new units such as post 
clearance team, a risk management team, which may require further mobilization of human 
resources. In India, the CBEC ‘Vision and Strategy Statement’, 1998, envisages customs role 
not only as in terms of revenue collection but also as an agency committed to TF and a lead 
agency at border. As part of the CBEC plans, the introduction of self-assessment based risk 
management system and post audit in customs clearance to promote faster clearance of cargo for 
low risk importers and exporters and to provide effective enforcement in high risk cases is being 
ensured. Out of the allocation of Re. 34.9 million (USD 0.80 million), 43 per cent has already 
been spent. The project is likely to be in place by the middle of 2006. In the case of publications 
of rules, regulations and notifications and maintenance of web pages separate cost figures are 
not available as they are part of routine budgetary allocations and may not lead to excessive 
expenditure in any case. 
 
Training Costs 
This is a key cost element among various TF initiatives apart from equipment costs. CBEC has 
already undertaken a training programme for customs officials to re-orient them for the new role. 
There are no separate estimates available for training cost for customs officials, as it is part of 
the regular budget. In case of introduction of electronic signatures the setting up of a Certifying 
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Authority may require additional manpower. The CBEC has acquired a 5-year license to act as a 
certifying authority for implementation of digital signature certificates in customs clearance to 
ensure authenticity and confidentiality of transactions over the internet. The process of issuing 
electronic signature has been launched. The target for 2005-06 is to issue 5000 certificates. At 
this point only 4 persons are working but in the near future the idea is to have 36 persons on the 
project with a minimum salary of Re. 14,000.  
. 
Equipment/Infrastructure Costs 
This generally covers the cost of new equipments and infrastructure-related expenditures. A 
broad focused umbrella project for infrastructure improvement has been introduced by CBEC. 
This is described as consolidation of application and infrastructure of CBEC. As part of this it is 
proposed to cover: (i) consolidation of existing and proposed IT infrastructure; (ii) 
comprehensive networking; (iii) development of web based applications for customs; (iv) setting 
up of data warehouse for further analysis; (v) setting up of intranet service for CBEC staff. The 
suggested time spent for the project is 18 months and the estimated cost is Re. 1670 million 
(USD 38.31 million). Another major equipment cost relates to the purchase of container 
scanners. As of now, one such container scanner has been placed at Jawharlal Nehru Port Trust 
(JNPT), Nhava Sheva, Mumbai at the cost of Re. 151 million. More such scanners have been 
planned for early clearance of cargo. The infrastructure cost requires the setting up of a testing 
laboratory for certifying food levels at a number of customs points keeping the growing imports 
in mind. A separate World Bank project has been launched to upgrade and establish additional 
laboratories with cost Re. 1000 million (USD 22.94 million).32

 
Table 10: Minimum Compliance Cost for Articles VIII and X (in million rupees and 

percentage share of total) 
(1) Institutional Costs 
Self-assessment based risk management system + 
Cost of Publication 

 
1.73 (Re. 4.9 million) 
No separate figures available but part of routine 
budget 

(2) Training Costs 
Certifying Authority (Re 14,000 x 36)** 
Training of Customs Officials 

 
0.02 (Re. 0.50 million) 
No separate figures available 
 but part of routine budget 

(3) Equipment/Infrastructure Costs 
Consolidation of existing and proposed IT*** 
Infrastructure 
Comprehensive Networking 
Development of Web-based applications for 
 customs and all major activities of CBEC 
Data Warehouse 
Setting of Internet services for CBEC 
Testing Facilities at border points (1)* 

• Labs for Food (7-10 days waiting period 
for juices) 

• Labs for Leather goods 
• Labs for Garment testing 
 

Electronic Cargo Scanning Machine++ 

 
82.82 (Re. 1670 million) 
 
 
 
 
 
 
 
3.87 (Re. 78 million) 
 
2.23 (Re. 45 million) 
1.81 (Re. 36.5 million) 
 
7.51 (Re. 151.44 million) 

(4) Regulatory Costs No estimate available but  
 would not be very high 

Total Estimated Cost (100%) >Re. 2016.34 million 
Source: Standing Committee on Finance (SCF), 2005, Lok Sabha Secretariat; Export Inspection Council (EIC). 
Note : + SCF p. 42; ++ SCF p. 7; * EIC personal communication; ** SCF p. 43; ***SCF p. 44 
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Table 11: Minimum Compliance Cost for Article V:  (in million Rupees and percentage share of 

total)  
(1) Institutional Costs 
Self-assessment based risk management system + 
Cost of Publication 

 

No Additional Cost 

(2) Training costs 
Certifying Authority 
Training of Customs Officials 

Part of the Overall Budget 
 

(3) Equipment/Infrastructure Costs 
Infrastructure at transit points* 

• Site preparation 
• Connectivity 
• Tele-enquiry system 

 
Automation* 

• Hardware 
• Application Software 
• Development of Software 
• Message exchange server  

 
Electronic Cargo Scanning Machine ++ 
 
Warehouse and Storage 

• Space for Parking of Vehicles and 
warehouse 

 
1.63 (Re. 2.6 million) 
 
 
 
 
3.27(Re. 5.2 million) 
 
 
 
 
 
95.10 (Re. 151.44 million) 
 
 
No estimation available 

(4) Regulatory Costs No estimate available but would not be very high 
Total (100%)>Re. 159.24 million  
Source: Standing Committee on Finance (SCF), 2005, Lok Sabha Secretariat. 
Note: ++ SCF p. 7; * Based on consultations with various officials and ground staff. 

 
V.2 Costs associated with Article V 
In case of Article V, the infrastructure requirements especially for the physical infrastructure, 
deserve huge and urgent funding. This includes additional efforts required to support and 
strengthen the level of communication as desired at the border points. Most of the LCSs require 
better infrastructure. For optimum results other neighbouring regional members may even 
require technical assistance to bring e-communication of customs and other border agencies at 
par with each other. Some of the transit points lack even basic amenities for cargo clearance. 
The existing LCSs need to take a lead role to establish linkages with other agencies like banking, 
telecommunications, custom house agents and testing laboratories, etc.  
 
The government has earmarked Re. 2.6 million (USD 0.59 million) for improving infrastructure 
at transit point and Re. 5.2 million (USD 0.119 million) for automation (Table 11). The 
additional cost would be of installing electronic cargo scanning machines which may cost 
somewhere around Re. 150 million (USD 3.44 million) as mentioned in the Table 11 as well. No 
separate cost estimates are available for warehouse and storage. However, in the case of Nepal, 
India and Nepal have launched a joint exercise to establish the minimum infrastructure required 
for TF of goods in transit.33   
 
With Article V, though there are already certain instruments available to provide mutual 
recognition of each other’s customs control procedures and customs seals and stamps however, 
efforts need to go beyond that. In the case of Nepal the renewed Treaty of Transit between the 
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Government of India and His Majesty’s Government of Nepal does deal with issues related to 
trade in goods and transit consignment. Similarly, with Bhutan there is an agreement between 
the Government of the Kingdom of Bhutan and Government of India. The draft of the revised 
treaty with Bhutan is soon to be signed.  
 
These documents now need to take into account the established international norms for transit 
goods which may require concerted legal and regulatory reforms and accession to major 
international conventions which in terms of cost may not be much but may go a long way in 
terms of contributing to the trade facilitation efforts.  
 
VI. Implications for the WTO Negotiations on Trade Facilitation 

As discussed earlier, in the context of ongoing economic liberalization and expansion in India’s 
external orientation, the Government of India has launched several initiatives to streamline 
export and import procedures. Several, trade facilitation measures launched, as per the 
recommendations of the WGTF are well in place now. The number of documents required has 
been reduced both for exports and imports; government has also issued with dwell time 
estimates at major customs points and initiatives have been launched at the bilateral and regional 
level to improve the time taken for clearance of goods in transit. Funding of these measures is 
part of the on-going budgetary allocations as is the scheme for automation and modernization of 
customs and such other programmes.  
 
VI.1 Indian Negotiating Position 
India has been actively participating at the NGTF meetings. In the first six meetings of NGTF 
that is from November 15, 2004 to June 14, 2005, India raised several issues. Some of these are 
presented in Box 2. Clearly, the concerns raised by India should have been substantive proposals 
rather than mere reactions to various proposals from other countries. 

Box 2: Key Points raised by India at NGTF Meetings (November 15, 2004 to June 14, 2005) 
 
November 22-23, 2004 - The publication mandate in the Article X should only cover laws and regulations and 

not judicial decisions. 
 - Need of database on problems faced by customs officials in different countries. 
 
February 7-9, 2005 - Standard time for the resolution of minor appeals at the administrative level. 
 - Proposal for customs and other agencies’ joint management plans may not work. 
 - Members to notify to WTO the place where relevant information regarding their 

regulations/procedures would be available. Philippines backed this proposal. 
 
March 22-24, 2005 - Collection of unpublicized fees and charges should not be prohibited. 
 - Possibility of fee and charges being fixed by a private agency as some ports and 

airports are being privatized. Indonesia backed this concern. 
 - Specific criteria for risk management and for identifying authorized traders be left on 

individual members. 
 - One time submission of imports or exports documentation to one agency (i.e. single 

window) seems difficult to implement. Brazil came out with similar perception. 
 - Flexibility needed in adopting international standards to decrease and simplify import 

and export documentation required. Trinidad backed this concern. 
 - Prior consultation should be limited to the domestic consultations only. 
 - Calculation of standard time period and its various components. 
 - Proposed to set up separate enquiry points instead of single window. 
 -There should be either value or weight limitation on express shipments. 
 
May 2-3, 2005 - No duty deferment is needed. 
 - Coordination between neighboring countries is important. 
 - India requires internal consultation on different fees by various agencies. 
 
June 13-14, 2005 - Re statement of earlier interventions. 
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Given the current shape of negotiations at WTO and in light of proposals already on the table it 
does not seem to be very difficult for India to agree with some of the basic elements of Articles 
V, VIII and X. It is also evident from Table 12 and Annex 1 in which the current status of TF 
measures is detailed. However, India would have to seriously consider sequencing of TF 
measures as the current work plan, though may be for TF, but essentially does not focus on 
possible WTO commitments. As a result there are certain gaps. After making commitments 
under TF, India would have to bridge those gaps. These gaps are varied in nature and as the 
coordination among the agencies which is highly disappointing will take time. From the private 
sector survey, it is clear that, customs valuation and tariff classification are the key problem 
areas which make claims about prior arrival clearance irrelevant. Frequent changes in message 
formats due to a change in the legal requirements creates problems for the working of EDI and 
ICEGATE. If one scans through the proceedings of the various NGTF meetings one finds 
several concerns raised by India on various proposals submitted by other countries. In this 
context, there is need to balance negotiating positions with ground realities. In some areas, the 
private sector response and ground level situation may not match so that implication would have 
to be adequately weighed. The private sector has also urged that highest priority be accorded to 
an electronic single window, which is also a proposal at the WTO. However, given the current 
state of automation at various agencies, it seems difficult  to put a single window clearance in 
place. Some of the gray areas which may easily be addressed relate to the formalization of 
consultative mechanisms and issuing of clear guidelines on the documents required. 
 
However, in some of the other submissions an additional interpretation has been tabled, which 
may enhance the scope of the current negotiations. If that is avoided then, in terms of costs, 
India may not have to incur huge sums. For example, Article X envisages the publications of 
rules related information to help out traders well in time. The EU came out with a proposal to 
publish not only the rules and regulations but also the judicial decisions and administrative 
rulings. Similarly, the submission from Korea (TN/TF/W/7) increases the scope of ‘prior 
comment’ to include even other WTO Members, which means government would have to think 
of measures beyond the usual consultation meetings with industry. This may require the 
additional burden of publications, etc. This is far ahead of the stated understanding that covers 
domestic industry only. An enhanced scope would make the whole exercise completely 
unmanageable. The proposal from New Zealand (TN/TF/W/24) not only enhances the scope but 
suggests giving Members and traders a right to comment on judicial decisions as well.  This may 
not be acceptable as, before the passing of any judicial order, the affected parties are already 
given an opportunity to put forth their views. The proposal from Canada and the Unites States 
(TN/TF/W/9 and TN/TF/W/12) recognized that a system of advance rulings could lend greater 
predictability to the trade regime and would thus advance the cause of Trade Facilitation. 
However, it should be carefully considered whether it could be covered under the scope of 
GATT Article X, which dealt with the publication of rules and regulations of general application 
rather than for specific cases, as was the case for advance rulings.  Members should also 
carefully consider the coverage of commitments under advance rulings. 
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Table 12: Status of Trade Facilitation Measures in India and WTO TF Proposals 
(TN/TF/W/43/Rev. 4) 

 
Main Areas Covered Groups of Measures Falling Under Those Areas  Status in India 

1.  Publication of Trade Regulations  √ 

2.  Publication of Penalty Provisions  √ 

√ 3.  Internet Publication 
(a)  Internet "publication" of the elements set out in 

Article X of GATT 1994 
(b) Internet "publication" of specified information 

setting forth the procedural sequence and other 
requirements for importing goods into a Member's 
territory (W/13) 

X 

4.  Notification of Trade Regulations  √ 
5.  Establishment of Enquiry Points /SNFP/ 

Information Centers  
Only at a limited level 

A.  PUBLICATION AND 
AVAILABILITY 

 OF INFORMATION  

  
B.  TIME PERIODS 

BETWEEN 
PUBLICATION AND 
IMPLEMENTATION  

1. Interval between Publication and Entry into 
Force  

There is no gap 
between publication 
and entry into force 
but the problem is 
with dissemination of 
needed information.  

1.  Prior Consultation and Commenting on New 
and Amended Rules 

√ C.  CONSULTATION 
AND  COMMENTING 
ON NEW AND 
AMENDED RULES  

2. Information on Policy Objectives Sought  √ 

D.  ADVANCE  RULINGS 1.  Provision of Advance Rulings   √ 
1.  Right of Appeal  √ E.  APPEAL 

 PROCEDURES 2.  Release of Goods in Event of  Appeal  X 
1. Uniform Administration of Trade 

 Regulations  
√ 

 
 
√ 
 
√ 
 
Not clear 
 
Not clear 
 
 
 
√ 
 

F. OTHER MEASURES 
 TO ENHANCE 
 IMPARTIALITY 
 AND NON-
 DISCRIMINATION 

2.  Maintenance and Reinforcement of   Integrity 
and Ethical Conduct Among Officials 

(a) Establishment of a Code of Conduct 
 
(b) Computerized System to Reduce/Eliminate 

Discretion 
 
(c) System of Penalties 
 
(d) Technical Assistance to Create/Build up Capacities 

to Prevent and Control Customs Offences 
 
(e) Appointment of Staff for Education and Training 
 
(f) Coordination and Control Mechanisms 

Limited Effort 
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√ 
 
√ 
 
√ 
 
√ 
 

1.  General Disciplines on Fees and Charges 
Imposed on or in Connection with Importation 
 and Exportation  

(a) Specific Parameters for Fees/Charges 
 
(b) Publication/Notification of Fees/Charges 
 
(c) Prohibition of Collection of Unpublished Fees and 

Charges 
(d) Periodic Review of Fees/Charges 
 
(e) Automated Payment Limited 

 

G.  FEES AND 
 CHARGES 
 CONNECTED WITH 
 IMPORTATION AND 
 EXPORTATION  

2.  Reduction/Minimization of the number and 
Diversity of Fees/Charges  

Being converged 

 
 
 
√ 
 
√ 
 
 
√ 
 
Yet to be 
implemented 
√ 
 
In very limited cases 
 
 
√ 
 
No policy decision 
 
√ 
 

H.  FORMALITIES 
 CONNECTED WITH 
 IMPORTATION 
 AND
 EXPORTATION  

1.  Disciplines on Formalities/ Procedures and 
 Data /Documentation Requirements Connected 
with Importation and Exportation 

(a) Non-discrimination 
 
(b) Periodic Review of Formalities and Requirements 
 
(c) Reduction/Limitation of Formalities and 

Documentation Requirements 
 
(d) Use of International Standards 
 
(e) Uniform Customs Code 
 
(f)  Acceptance of Commercially Available 

Information and of Copies 
 
(g) Automation 
 
(h) Single Window/One-time Submission 
 
(i) Elimination of Pre-Shipment Inspection 
 
(j) Phasing out Mandatory Use of Customs Brokers 

No policy decision 
I.   CONSULARIZATION 1.  Prohibition of Consular Transaction 

Requirement  
√ 

J.  BORDER AGENCY 
 COOPERATION 

1.  Coordination of activities and 
 requirements of all border agencies  

Yet to be done 

 
 
 
√ 
Option available in 
limited cases yet to be 
universalized 
Being universalized 
 
 
√ 
 
√ 

 
K.  RELEASE AND 
 CLEARANCE OF 
 GOODS 

 
1. Expedited/Simplified Release and Clearance of 

Goods   
(a) Pre-arrival Clearance 
 
(b) Expedited Procedures for Express Shipments 
 
 
(c) Risk Management /Analysis, Authorized Traders 
 
(d) Post-clearance Audit 
 
(e) Separating Release from Clearance Procedures 
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 2.    Establishment and Publication of Average 
 Release and  Clearance Times  

√ 

L.  TARIFF 
 CLASSIFICATION 

1.   Objective Criteria for Tariff Classification  Only being discussed. 
Would require lot of 
effort 

1.   Strengthened Non-Discrimination  √ 
 
 
√ 
 
 
√ 
 
√ 
 

2.  Disciplines on Fees and Charges  
(a) Publication of Fees and Charges and Prohibition of 

Unpublished ones 
 
 
(b) Periodic Review of Fees and Charges 
 
(c) More effective Disciplines on Charges for Transit 
(d) Periodic Exchange between Neighbouring 

Authorities √ 
 
 
√ 
 
√ 
 
X 
 
√ 
 
X 
 
 
 
X 
 
X 
 
√ 
 
√ 

 3.   Disciplines on Transit Formalities and 
 Documentation Requirements 

(a) Periodic Review 
 
(b) Reduction/Simplification 
 
(c)  Harmonization/ Standardization 
 
(d) Promotion of Regional Transit Arrangements 
 
 
(e) Simplified and Preferential Clearance for Certain 

Goods 
 
(f) Limitation of Inspections and Controls 
 
(g) Sealing 
 
(h) Cooperation and Coordination on Document 

Requirements 
 
(i) Monitoring 
 
(j) Bonded Transport Regime/Guarantees 

 
X 
 
√ 

4.  Improved Coordination and Cooperation 
(a) Amongst Authorities 
(b) Between Authorities and the Private Sector √ 

M.  MATTERS  RELATED 
 TO  GOODS TRANSIT 

  
Source: Based on TN/TF/W/43/Rev.4 
Note: √ represents TF measures introduced and absence of measures are indicated by X. 
 
VI.2 Areas for Capacity Building 
It is quite clear from our earlier experience in other areas that the capacity building would not 
succeed without sustained and high-level political will and commitment for streamlining of 
various processes and institutional mechanisms. This is also emphasized in the WGTF report. 
This may need far greater ownership and participation of senior customs personnel which may 
provide legitimacy and a boost to the ongoing efforts. There is a need for greater human and 
financial resources, and for enhanced cooperation and coherence between various agencies. The 
future work programme of the Government of India also acknowledges these requirements (Box 
3). 
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As discussed above there are certain elements which need to be taken care of before TF related 
commitments are kept for implementation. 
 
Competent and Trained Manpower 
In the context of the on-going automation programme along with risk management and post 
audit, it is essential for customs to introduce training programmes for different sets of officials 
depending upon their background and earlier assignments handled. As the HP example shows, 
apart from public sector needs for trained manpower, the private sector also requires an oriented 
staff so that any knowledge gap with CHAs may be bridged. At some point, customs may also 
be encouraged for public-private partnership as is evident in the ICEGATE programme. 
 
Integrated, Software Programme 
On the pattern of the automation programme launched at customs, other border agencies would 
also need similar levels of IT enabled services so that they may also follow a similar consumer 
satisfaction trajectory. 
 
Infrastructure at Transit Points 
This is one area which is highlighted both in the survey of government officials and private 
sector as a key concern. At several LCSs, there is just no minimum infrastructure available, so 
where is the question of automation. Therefore, it requires major capacity building support and 
possibly some technical assistance to neighboring countries. The ground staff at transit points 
and other custom points need to be equipped to deal with modern concepts of TF. The upcoming 
opportunity from private port development and related infrastructural additions also throw up 
associated challenges which need to be addressed in terms of capacity building. 
 
Customs Valuation 
Apart from infrastructural constraints at the LCS and other entry points, there is a need to add 
further competence in customs valuation. As identified in the private sector survey, this is a key 
concern across the board and should be addressed expeditiously, especially in the context of 
initiatives related to risk management. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Box 3: Proposed Medium-Term Trade Facilitation Measures by Government 
 

- Introducing Risk Management System to substantially reduce assessment and examination of 
goods.  

 
- Introduction of Container-scanner. Increased remote filing through GATEWAY under digital 

signature.  
 

- Encouraging e-payment facility.  
 
- Launching of Accredited Client programme for assured facilitation i.e. self assessment 

combined with examination waiver, available to importers meeting specified criteria and with 
clean track record, demonstrated commitment and capacity for compliance.  
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VII. Conclusion 

In the recent past, India has consolidated all the measures by initiatives launched at different 
points of time so as to strengthen the process of trade facilitation. This is part of a wider exercise 
to improve an external orientation of the Indian economy. The government has launched several 
policy measures to ensure speedy implementation of various recommendations of expert groups 
that were constituted to lay out a roadmap for trade facilitation in India. The WGTF has 
provided the most comprehensive redressal of various problems being faced by the trading 
community. As discussed earlier, the government has accepted almost all the recommendations 
of WGTF. These include periodic publication of data on dwell time, monitoring of TF measures, 
enhanced automation and eventual moving on to a single window clearance. The government 
has however, decided to achieve single window clearance in a phased manner. Initially, it would 
be only for exports and later would be expanded for imports. At this point, according to the 
Indian submission at WTO what seems feasible is a sectoral enquiry point with different 
agencies and once these agencies has come at the same level of automation eventually one may 
have a single point enquiry system. 
 
The financial allocation for some of these measures has become part of a routine budget 
(expenditure) of CBEC, which makes it difficult to work out the precise cost of its 
implementation, for instance, the cost of publication or putting documents over internet. 
Similarly, institutional measures such as CESTAT, for appeal procedure, are already in place so 
separate cost estimation is almost impossible. However, for some of the key features of Articles 
V, VIII and X we made an effort to work out cost estimations. As is clear, India would have to 
make additional efforts to improve infrastructure including installation of relevant gadgets and 
equipment for faster cargo clearance. It is under this head that maximum cost would have to be 
incurred by the government. In the case of Articles X and VIII the minimum cost would be 
around at Re. 2016 million. This includes a major expenditure on equipment and infrastructure 
(82 per cent). Installation of the electronic cargo clearance unit is a major requirement at most of 
the leading ports in India. In case of Article V, the infrastructure requirements especially for the 
physical infrastructure, deserve huge and urgent funding. This includes additional efforts 
required to support and strengthen the level of communication as desired at the border points. 
Most of the LCSs require better infrastructure. Some of the transit points lack even basic 
amenities for cargo clearance. According to conservative estimates only for equipments nearly 
Re. 159 million are required. There is also a concern about the lack of infrastructure at several 
land customs stations and non-compatibility of software programmes among various border 
agencies but no estimates could be worked out for them as it would depend on the current state 
of affairs at the LCSs. 
 
At the domestic front, there are still some gray areas where policy attention is required such as 
clarity about internet publication of specific information setting forth the procedural sequence 
and other requirements for importing goods, harmonization of standards for goods and transits 
and such other measures, both under Article VIII and Article V.  
 
In the context of the WTO related TF negotiations, these ground realities would hold important 
implications for any undertaking that India may accept. As part of the explicit recognition in the 
Doha Development Agenda and subsequently in the Annex D of the July package, a prime focus 
has to be on the technical cooperation and capacity building as core elements of the 
development dimension of the multilateral trading system. It is important that India works out a 
comprehensive strategy for a more focused, coordinated and well-resourced approach especially 
for Article V as there is huge technological and physical infrastructure gap with the land locked 
countries in the region. In meeting the WTO commitment of India for Article V, apart from 
bilateral efforts to improve trade facilitation, regional cooperation may also play a major role. In 
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South Asia, the existing regional transport system acts as a major constraint for transit 
movement, as there are problems related to motor vehicle regulations, road permits, lack of e-
connectivity and even documentation format, etc. The present legal arrangement between India 
and Bangladesh does not allow entry of vehicles from either side. This becomes a greater 
problem for goods in transit as a truck coming from Nepal has to be unloaded at the Indian 
border with Bangladesh and reloaded after manually shifting the contents to the other truck 
across the border in Bangladesh. In this process, the value of commodities with a definite shelf 
life is lost. The regional dimension assumes additional importance as possible expansion in the 
intra-regional trade with the implementation of SAFTA may face serious impediments due to 
the absence of adequate TF measures in place. The technical assistance programmes may also 
take into account these regional requirements.  
 
In the context of Articles VIII and X, given the broad status of various TF measures in India, 
even judging by the latest WTO document (TN/TF/W/43/Rev. 4), one may strongly recommend 
that India has already achieved a lot in trade facilitation. India is well placed to bridge the 
existing gaps with or without technical assistance. India should come forward and take-up some 
of the proposed elements of the three Articles under negotiations. This would require serious 
efforts to sequence various TF measures introduced so far vis-á-vis. the commitments emerging 
at the TF negotiations. At the WTO negotiations, the Indian negotiating team has shown 
extreme caution towards the different proposals and ideas. Though this may be necessary from 
the point of view of restraining other members from enhancing the scope of these Articles, in 
light of the considerable advancement at the domestic level, a greater optimism and pro-active 
formulation of proposals should be thought of. 

 35



References

 
Ace Global (2005). Trade Facilitation Problems of Indian Exporters. Ministry of Commerce and Industry, 

Government of India, UNCTAD, New Delhi and DFID/UK. August 2005. 
ARTNeT (2005). ARTNet Trade Facilitation Research Effort 2005: A Guide for Research Team 

Members – Ver. 1.2 -27 April. 
Banerjee, Pritam and Dipankar Sengupta (2005). Economic Growth, Exports and the Issue of Trade 

Facilitation: An Indian Perspective, in ‘Trade Facilitation: Reducing the Transaction Costs or 
Burdening the Poor!’, CUTS International, Jaipur.  

Business Line (2005). ‘Customs, DGFT to exchange EDI Shipping Data Digitially’. The Hindu Business 
Line, October 11. 

Business Standard (2005). ‘Gaping holes in Trade Data’. Business Standard, August 25. 
CBEC (2005). ‘E-Governance in CBEC: The Changing Face of Indirect Tax Administration. Directorate 

General of Systems and Data Management’. The Central Board of Excise and Customs, 
Government of India, May. 

_______(2004). Report on Reduction of Export Documentation for Customs Purposes. The Central 
Board of Excise & Customs, Government of India, October. 

_______(2005). Capacity Building Project Newsletter, Vol. 1 No. 1, March, Ministry of Health and 
Family Welfare, Government of India. 

Das, Samantak and Sanjib Pohit (2004). Quantifying Transport, Regulatory and Other Costs of India-
Bangladesh Trade. NCAER Working Paper No. 92, March. 

Economic Survey (2004-05). Ministry of Finance, Government of India. 
ESCAP 2003. Transit Transport Issues in Landlocked and Transit Developing Countries. Landlocked 

Developing Countries Series, No. 1. Economic and Social Commission for Asia and the Pacific, 
United Nations, New York.  

_______ (2000). ‘Alignment of Trade Documents and Procedures of India, Nepal and Pakistan’. Paper 
presented at the Subregional Workshop on Facilitating Intra- and Inter-subregional Trade in the 
SAARC Subregion, 3-4 August, New Delhi. 

EXIM Bank of India (2003). ‘Transaction Costs of Indian Exports: A Review’. Working Paper No. 4, 
EXIM Bank of India. 

HT (2005). ‘New Transit Routes for Bhutan Trade’. Hindustan Times, September 30. 
Mathur, Archana S. (2005). Custom Tariffs Structure in India. Economic and Political Weekly, Vol.40, 

No. 6, February 5-11. 
MoF (2004-05). Annual Report, 2004-05, Ministry of Finance, Government of India. 
____(2004). Report of Working Group on Trade Facilitation. Central Board of Excise and Customs, 

Ministry of Finance, Government of India, October. 
____ (2002). Report of the Task Force on Indirect Taxes. Ministry of Finance and Company Affairs, 

Government of India, December. 
OECD (2005). The Costs of Introducing and Implementing Trade Facilitation Measures. Working Party 

of The Trade Committee, Trade Directorate. September, 7, TD/TC/WP (2005)27. 
Pohit, Sanjib and Nisha Taneja (2000). ‘India’s Informal Trade with Bangladesh and Nepal: A 

Qualitative Assessment’. Working Paper # 58, Indian Council for Research on International  
Economic Relations (ICRIER), New Delhi, July. 

RIS (2004). South Asia Development and Cooperation Report. Research and Information System for 
Developing Countries (RIS), New Delhi. 

Roy, Jayanta (2004). ‘Trade Facilitation in India: Current Situation and the Road Ahead’. A Paper 
presented at the EU-World Bank/ BOAO Forum for Asia Workshop on ‘Trade Facilitation in 
East Asia’China, November 3-5, 2004. 

Satpathy, C. (2004). ‘Trade Facilitation: Commencing Negotiations at WTO’. Economic and Political 
Weekly, August 7. 

 36



SCF (2005). Standing Committee on Finance – 2004-05, Seventeenth Report, Lok Sabha Secretariat, 
New Delhi 

Sengupta, Nirmal and Moana Bhagabati (2003). A Study of Trade Facilitation Measures: From WTO 
Perspective. Madras Institute of Development Studies, Chennai, August. 

Subramaniam, Kameswari (2005). Domestic Measures for Simplification of Procedures for Clearance of 
Import/Export Cargo. Presentation made at the National Seminar on Trade Facilitation, 
Department of Commerce, Department of Revenue and UNCTAD, 18th August 2005. 

Subramanian, Uma and John Arnold (2001). Forging Subregional Links in Transport and Logistics in 
South Asia. World Bank, Washington, D.C., January. 

Taneja, Nisha (2004). ‘Trade Facilitation in the WTO: Implications for India’. ICRIER Working Paper 
No. 128. April. 

WTO (2004). Minutes of the Meeting held in the Centre William Rappard on November 22-23. 
Negotiating Group on Trade Facilitation. TN/TF/M2, February 2. 

_____(2005). Summary Minutes of the Meeting held in the Centre William Rappard on June 13-14. 
Negotiating Group on Trade Facilitation. TN/TF/M/6, August 10. 

_____(2005). WTO Negotiations on Trade Facilitation Compilation of Members’ Proposals. Negotiating 
Group on Trade Facilitation.TN/TF/W/43/Rev.4, October 31.  

_____(2005). ‘Consularization’. Communication from Uganda and the United Staties. Negotiating Group 
on Trade Facilitation. TN/TF/W/22, March 21. 

 

 37



 
 

Annex 1

India: Self Assessment Checklist for WTO Trade Facilitation Negotiations 
(Short Version Developed by WTO based on WCO Check List) 

S. N. Question Response Comments 

    
[Yes=1; 
No=0]   

Questions/Issues related mainly to Article X (publication and administration of trade regulations) 

  
PUBLICATION/AVAILABILITY OF 
INFORMATION     

1 Is any of the following published?     
  laws 1   
  regulations 1   
  documentary requirements 1   
  standard operating practices 1   

  standard processing times 0 
No decision to publish it so 
far. 

  specific customs procedures 1   
  tariff classification 1   

  valuation 0 
Provided by local customs 
office 

  exemptions, prohibitions, restrictions 1   
  duty & tax rates 1   
  fees and charges 1   
  administrative arrangements & requirements 1   
  management plans 1   
  rulings 1   

  judicial decisions 0 
published by private 
publishers 

  agreements with other countries 1   

2 
Is relevant Customs and trade related information made 
available via the internet? 1   

3 
Is relevant Customs and trade related information made 
available in:     

  Customs offices 1   
  embassies 1 through website 
  consulates 1 through website 
  trade missions/offices 1 through website 
  government buildings/offices 1   
  public buildings/offices 1   

  other?   

Private publishing houses 
bring out various customs 
manuals 

4 
Is relevant information made available in English, 
French or Spanish? 1 only in English 

5 Does Customs charge for information provided? 0   

6 
When charges are made, are costs limited to only the 
service provided? 0 

 Since no changes are 
imposed hence not 
applicable 
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7 

Is information relevant to any proposed changes or new 
requirements made available sufficiently in advance for 
interested parties to take account of them? 1 

Certain legal provisions are 
not out for comments 

8 
Does Customs publish all proposed changes or new 
requirements in advance of the entry into force? 1   

9 

Do stakeholders have the opportunity to 
contribute/develop/influence/question all proposed 
changes of new requirements in advance of the entry 
into force? 1 Not in all cases 

10 

Does Customs invite comments from the public and 
trade on all proposed changes or new requirements in 
advance of the entry into force? 1 Not in all cases 

11 Has Customs established information services such as:     
  client/help desk 1   
  enquiry point 1   
  customer/trader contacts 1   
  call centre 1   

  other?   

Help Centres have been 
established. Watch Dog 
Committees 

  Rulings     

12 
Does a system of national legislation exist establishing 
appropriate provisions for binding rulings by Customs? 1 Tribunal (CEST) is in place 

13 
Does national legislation provide for Customs to 
furnish rulings within a specified period? 0 

There are several cases 
pending for long 

14 
Are filing processes established with specific time 
limits? 1   

15 
Do ruling procedures provide the opportunity for appeal 
with review and/or judicial process 1   

16 Does the administration provide binding rulings for:     
  valuation 1   
  classification 1   
  origin 1   
  other Customs purposes? 1   
  Appeals and Review     

17 
Are internal appeal and review mechanisms  
established? 1   

18 
Are internal appeal and review mechanisms 
independent? 1   

19 
Are provisions established for an initial appeal to 
Customs? 1   

20 
Are provisions established for a further appeal to an 
authority independent of Customs? 1   

21 
Are provisions established for a final right of appeal to 
a judicial authority? 1 

There is a quasi judicial 
authority in place 

22 Do appeal processes have specific time limits? 0   

23 Are goods released pending the outcome of an appeal? 0 

 It is being considered to 
release goods atleast in case 
of accredited traders. 
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24 Is a security or other form of guarantee required? 1   
  Management     

25 

Are systems in place to monitor and evaluate the 
performance of Customs against established standards 
and/or indicators? 1   

26 
Are training programmes established for Customs 
clearance procedures 1   

27 
Are all Customs staff given training on integrity 
matters? 1   

28 
Has a Code of Conduct/Code of Ethics been developed 
and implemented by Customs? 1 

There is a Citizen's Charter 
in place. However, India is 
not in favour of including it 
in WTO. 

  Systems and Procedures      
29 Is the customs process automated? 1   
30 Is electronic filing of entry documents provided for? 1   

31 
Do customs and other agencies share information 
electronically? 1 It is happening only partially 

32 Are pre-arrival release procedures used? 1   

33 
Does the administration grant immediate 
release/clearance procedures to any category of goods? 1   

34 

Does the administration specify a minimum 
value/minimum amount of duties and taxes below 
which no duties and taxes will be collected? 0   

35 
Do you have separate expedited procedures for express 
consignment shipments? 0   

36 Can data be submitted prior to arrival of the goods? 1   

37 
Can goods be released prior to completion of all 
clearance formalities? 0   

38 
Do you have weight or value restrictions for express 
consignment shipments? 1 Weight restrictions 

39 
Does the administration use risk analysis to determine 
which goods should be examined? 0 

It is under implementaiton 
phase 

40 
Do Customs control systems include audit based 
controls? 1 

It is under implementaiton 
phase 

41 

Does the Customs administration authorize persons 
with an appropriate compliance record for simplified 
and special procedures 1 

It is under implementaiton 
phase 

42 For authorized persons 0   

  

*  can goods be released on the provision of minimum 
information with full clearance being finalized 
subsequently-can goods be cleared at the declarant's 
premises     

  *  other     
Questions/Issues related mainly to Article VIII (Fees and Formalities connected with 
importation/exportations) 

43 
Does the administration charge for the provision of 
information to the trade? 0  It is freely available 

44 
Do fees for customs processing reflect the cost of 
services rendered? 0  Does not arise 

45 Are fees published? 1   
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  the amount? 1   
  time due?  1   
  entity assessing the fee?  1   
  how payment can be made?  1   

46 Are fee amounts published on the internet? 0   
Questions/Issues related mainly to Article V (Freedom of Transit) General 
47 Have international transit systems been implemented? 1   
48 Have regional transit systems been implemented? 0   
49 Is the Customs territory a landlocked country? 0   

50 
Are transit corridors established within the Customs 
territory? 1   

51 Are transit routes prescribed? 1   

52 
Are transit routes agreed in consultation with trade 
operators? 0 

The consultations are at the 
bilateral government level 
only 

53 
Is abuse of the Customs transit system a concern in the 
Customs territory? 1   

54 Is a strict route stipulated for all high risk goods? 0   
55 Is Customs escort required for all high risk goods? 0   

56 Are time limits imposed for transit goods? 0 
As there are no roads so 
connectivity is poor 

57 

Are current border posts and Customs offices suitably 
located for effective transit operations within the 
Customs territory? 1   

58 
Are operating hours coordinated with other Customs 
administrations? 1   

59 
Are controls and responsibilities at border posts 
coordinated with other border agencies? 1 

It is largely at level of army 
and BSF 

60 

Are controls and responsibilities at border posts 
coordinated with other country's Customs 
administrations? 0 

However, with automation 
this may improve the ground 
situation 

  Documentation     

61 Is a goods declaration required for all goods in transit? 1   

62 
Is a standardized Customs transit declaration/document 
in use? 1   

63 
Have documentary requirements for transit coordinated 
with other border agencies? 0   

64 
Are documentary requirements for transit coordinated 
with other border agencies? 0   

65 Are simplified transit declarations in use? 1 So far, it is only with Bhutan 
  Securities and Guarantees     

66 
Are goods in transit relieved of the payment of duties 
and taxes? 0 

In some cases traders face 
octroi, imposed by local 
authorities at state level 

67 
Are any fees and charges levied in connection with 
Customs transit? 0 

On holidays overtime is 
charged 

68 
Has an international guarantee system been 
implemented? 0 

Mutual guarantees are 
provided by national 
governments 
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69 
Are securities and/or guarantees required for all goods 
in transit? 1 

Only in case of sensitive 
commodities as declared by 
Government of India. As of 
now there are 8 such 
commodities 

70 Are cash deposits required for goods in transit? 0   

71 
Are securities and/or guarantees discharged as soon as 
the obligations have been fulfilled? 1   

  Examination     

72 
Are examinations for goods in transit based on the 
application of risk assessment? 0 

Currently, there is no scope 
for it in the bilateral treaties 

  Authorized Trades     

73 
Are simplified procedures established for authorized 
consignors involved in the transit procedure? 0 

It is same for all. However, 
government is working to 
implement it. 

  Seals and Fastening     

74 
Are seals and identification marks affixed by foreign 
Customs accepted for Customs transit operations? 1   

This Questionnaire was developed by WTO based on the WCO Self Assessment Check List 
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Annex 2

Survey Results from Private Sector: Perceived Level of Implementation (percentage) 
  Yes (%) No (%) 
Customs procedures and regulations are publicly available  85 15
Changes in regulations and procedures are made available  72 26
Laws, regulations and judicial decisions are applied in a uniform, 
impartial, and reasonable manner 45 51
Independent system to appeal trade and/or Customs authorities’ 
decisions is available  58 40
Formal and effective private sector consultation mechanism 
exists, which allows traders to comment on proposed changes to 
regulations and procedures before they are issued and 
implemented 47 49
An effective advance ruling system is in place 45 45
Documentation requirements for import/export are excessive and 
time consuming 68 34
Fees and charges levied on export and import are reasonable 49 49
Penalties and fines for minor breaches of Customs regulation  55 40
Irregular and arbitrary payments are often required to expedite 
release of goods from Customs 57 40
Easy to submit required trade documentation to trade/Customs 
authorities for approval 57 43
Computerization and automation of Customs and trade 
procedures have noticeably reduced average time of clearance 72 25
The treatment of goods and vehicles in transit is non-
discriminatory 55 28
Goods in transit are subject to unreasonable transit duties or 
transit charges 32 60
Regulation and procedures for goods in transit are clearly defined 
and widely available 49 40
Vehicles in transit are allowed to use the most convenient routes 
to their destination 60 25
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Annex 3

Survey Results from Private Sector: Identifying TF Needs and Priorities (percentage) 

  
Low 

Priority 
Medium 
Priority 

High 
Priority 

Highest 
Priority 

Timely and comprehensive publication and dissemination of 
trade rules and regulations  2 6 30 60 

Establishment (or improvement in the effectiveness) of enquiry 
points and/or call centres for up-to-date information on trade 
procedures 6 6 34 53 

Establishment (or improvement in the effectiveness) of a 
consultation mechanism through which traders can provide 
inputs on proposed new or amended rules and regulations 6 23 30 38 

Establishment (or improvement in the effectiveness) of an 
appeal mechanism outside of the authority of Customs or related 
agencies for traders to dispute  Customs and other authorities’ 
decisions 2 21 38 34 
Establishment (or improvement in the effectiveness) of an 
advance ruling system, which allows the importer, in advance of 
trade, to obtain binding rules in certain specific areas (e.g., tariff 
classification, Customs valuation, origin) 2 17 40 38 
Beginning and, if possible, completing clearance of goods before 
they have arrived physically in the Customs territory (based on 
advance submission of good declaration and other documents) 0 9 28 60 

Separating release from clearance procedures, i.e., allowing 
goods to be released before all clearance formalities have been 
completed (this may be subject to providing a financial 
guarantee to customs and/or post-release audit) 8 15 40 34 
Reduction and simplification of the documentation requirements 
for import and export procedures 2 6 23 68 
Harmonization and standardization of documentation 
requirements based on international standards 2 13 26 55 
Improvement of coordination between relevant agencies, 
particularly on document requirement, e.g., through the 
establishment of a single window for one-time submission and 
collection of all trade documents 2 8 25 64 

Computerization and automation of trade procedures, e.g., 
online submission and approval of Customs declarations, cargo 
manifests, including electronic payment of fees and Customs 
duties 0 6 23 68 
Improvement in Customs inspection and control procedures, 
e.g., systematic use of risk analysis to determine which good 
should be examined, clearer criteria for “green” and “red” 
channels and special channels for authorized traders and express 
shipments 0 4 36 58 
Elimination of bribery and other corrupt practices of officials 
involved in the clearance and release of imported goods 0 0 8 91 
Implementation of international and regional transit systems 
based on international standards and practices 2 23 38 34 
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Annex 4 

 

 
 
 
 
 
 
 
 
 

    
 

 
A SURVEY OF THE TRADE FACILITATION NEEDS AND PRIORITIES OF THE 

PRIVATE SECTOR IN INDIA 

Research and Information System 
for Developing Countries (RIS) 

United Nations Economic and Social 
Commission for Asia and the Pacific 

Asia-Pacific Research and Training 
Network on Trade 

With growing international trade participation by India, key issues bothering the trade community as far 

as trade facilitation is concerned have surfaced. In this context, the RIS, FICCI and UN ESCAP in a joint 

effort to address the issues have laid a special focus is on various aspects on Freedom of Transit, Fees 

and formalities related to importation and exportation, and Publication and administration of trade 

regulations.  

The objective of this survey is to identify the importance and relevance of selected trade facilitation 

measures that have already been proposed for inclusion in a future WTO agreement on trade facilitation.  

All responses will be treated as confidential and will only be used in aggregate form. 

Who should complete the questionnaire? This short questionnaire should be completed by a senior 

staff of the company who is familiar with and/or involved in the preparation of trade documents and the 

completion of import/export procedures and formalities. Should you have any questions regarding the 

survey, please contact Dr. Sachin Chaturvedi, Fellow, Research and Information System for Developing 

Countries (RIS). 

This survey is being conducted by RIS, in close collaboration with the United Nations Economic and 

Social Commission for Asia and the Pacific (UNESCAP; www.unescap.org; you may contact Dr. Yann 

Duval, Trade and Investment Division, UNESCAP at duvaly@un.org for more information).  

 

Please return the completed questionnaire to:  

Dr. Sachin Chaturvedi, Fellow 
Research and Information System (RIS) 

Zone IV B, 4th Floor, India Habitat Centre 
Lodi Road, New Delhi 110003, India 

Email: sachin@ris.org.in 
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I. Perceived Level of Implementation 
Please indicate the extent to which you agree (or disagree) with each of the statements: 
 
1.1 Whether the relevant trade and Customs procedures and regulations are publicly available and 

easily accessible? 

  Yes  No Remarks (if any)………………………………………………………. 

1.2 Whether the information about changes in regulations and procedures are made available promptly 
and conveniently to the public? 

  Yes  No Remarks (if any)………………………………………………………. 

1.3 Whether the laws, regulations and judicial decisions are applied in a uniform, impartial, and 
reasonable manner? 

  Yes  No Remarks (if any)………………………………………………………. 

1.4 Whether an independent system to appeal trade and/or Customs authorities’ decisions is available 
and operates effectively? 

  Yes  No Remarks (if any)………………………………………………………. 

1.5 Whether a formal and effective private sector consultation mechanism exists, which allows traders 
to comment on proposed changes to regulations and procedures before they are issued and 
implemented? 

  Yes  No Remarks (if any)………………………………………………………. 

1.6 Whether an effective advance ruling system is in place, which allows the importer, in advance of 
trade, to obtain binding rules in certain specific areas? (e.g., tariff classification, Customs 
valuation, origin) 

  Yes  No Remarks (if any)………………………………………………………. 

1.7 Whether documentation requirements for import/export are excessive and time consuming? 

  Yes  No Remarks (if any)………………………………………………………. 

1.8 Do you think fees and charges levied on export and import are reasonable? (i.e., are limited to the 
cost of services rendered by the authorities) 

  Yes  No Remarks (if any)………………………………………………………. 

1.9 Do you think penalties and fines for minor breaches of Customs regulation (e.g., due to typing 
mistakes) are small and reasonable? 

  Yes  No Remarks (if any)………………………………………………………. 

1.10 Whether irregular and arbitrary payments are often required to expedite release of goods from 
Customs? 

  Yes  No Remarks (if any)………………………………………………………. 

1.11 Is it easy to submit required trade documentation to trade/Customs authorities for approval 

  Yes  No Remarks (if any)………………………………………………………. 

1.12 Do you think computerization and automation of Customs and trade procedures have noticeably 
reduced average time of clearance? 
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  Yes  No Remarks (if any)………………………………………………………. 

1.13 Whether, the treatment of goods and vehicles in transit is non-discriminatory? (i.e., imported goods 
are not discriminated based on origin and/or destination) 

  Yes  No Remarks (if any)………………………………………………………. 

1.14 Whether goods in transit are subject to unreasonable transit duties or transit charges? 

  Yes  No Remarks (if any)………………………………………………………. 

1.15 Whether regulation and procedures for goods in transit are clearly defined and widely available 

  Yes  No Remarks (if any)………………………………………………………. 

1.16 Whether vehicles in transit are allowed to use the most convenient routes to their destination? 

  Yes  No Remarks (if any)………………………………………………………. 

1.17 Overall, in which of the following areas do you face the most problems (please select the 4 most 
problematic areas and then rank them from 1 to 4 [1 = most problematic; 4= least problematic]): 

  Obtaining of import license     Tariff classification 

  Submission of documents for clearance    Identification of origin of the goods 

  Payment of fees and penalties     Customs valuation 

 Technical or sanitary requirements    Inspection and release of goods 

 Other (please specify): __    

 
1.18 Have problems and inefficiencies related to trade and Customs regulations and 

procedures in India resulted in significant costs (or losses) to your business? 
 
 If yes, please elaborate (what is the cost trade documentation and complying with 

trade/Customs regulations as a percentage of transaction value? Which 
trade/Customs regulations or procedures are the most costly for your business? How 
could they be improved?) 

 

Yes   No 

 
1.19 Overall, would you say that most of the difficulties you face in exporting from (importing to) India 

stem from domestic trade procedures/regulations OR from procedures/regulations in the countries 
of your buyers (suppliers)? 

 
  Mostly from domestic procedures/regulations  Mostly from foreign 
procedures/regulations 

 
 Please elaborate as needed: 
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II. Identifying Trade Facilitation Needs and Priorities in India 
 
Please indicate what level of priority should be accorded by the Government to each of the 
following measures to facilitate international trade and reduce your cost of doing business (Please 
read through the entire list of measures once before deciding on the level of priority for each: 0 = lowest 
priority; 1 = low priority; 2 = medium priority; 3 = high priority; 4 = highest priority). 
 
2.1  Timely and comprehensive publication and dissemination of trade 

rules and regulations (e.g., through the Internet) 

 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.2  Establishment (or improvement in the effectiveness) of enquiry 
points and/or call centres for up-to-date information on trade 
procedures 

 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.3  Establishment (or improvement in the effectiveness) of a 
consultation mechanism through which traders can provide inputs 
on proposed new or amended rules and regulations 

 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.4  Establishment (or improvement in the effectiveness) of an appeal 
mechanism outside of the authority of Customs or related agencies 
for traders to dispute  Customs and other authorities’ decisions 

 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.5  Establishment (or improvement in the effectiveness) of an advance 
ruling system, which allows the importer, in advance of trade, to 
obtain binding rules in certain specific areas (e.g., tariff 
classification, Customs valuation, origin) 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.6  Beginning and, if possible, completing clearance of goods before 
they have arrived physically in the Customs territory (based on 
advance submission of good declaration and other documents) 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.7  Separating release from clearance procedures, i.e., allowing goods 
to be released before all clearance formalities have been completed 
(this may be subject to providing a financial guarantee to Customs 
and/or post-release audit) 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.8  Reduction and simplification of the documentation requirements 
for import and export procedures 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.9  Harmonization and standardization of documentation requirements 
based on international standards 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.10 Improvement of coordination between relevant agencies, 
particularly on document requirement, e.g., through the 
establishment of a single window for one-time submission and 
collection of all trade documents 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.11  Computerization and automation of trade procedures, e.g., online 
submission and approval of Customs declarations, cargo manifests, 
including electronic payment of fees and Customs duties. 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 
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2.12  Improvement in Customs inspection and control procedures, e.g., 
systematic use of risk analysis to determine which good should be 
examined, clearer criteria for “green” and “red” channels and 
special channels for authorized traders and express shipments 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.13  Elimination of bribery and other corrupt practices of officials 
involved in the clearance and release of imported goods 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.14 Implementation of international and regional transit systems based 
on international standards and practices 

 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.15  Other (please specify): _____ 
 

Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.16  Please use the space below to highlight any trade facilitation measure you think would be 
particularly effective in reducing your cost of doing business or in increasing/maintaining your 
country’s competitiveness: 
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III. Problems Associated with Trade/Customs Regulations and Procedures in Foreign 
Countries 

 
3.1 Have you faced problems in obtaining relevant information regarding trade documentation 

requirements and procedures applicable in other countries (e.g., your main export markets)? 

 If yes, please elaborate: 
 
 
 

Yes   No 

3.2 Have you incurred significant costs because of the trade/Customs regulations and procedures 
enforced by governments in your main export or import markets? 

 If yes, please specify the nature of the problems (e.g., misclassification of goods, Customs 
overvaluation, determination of origin, sanitary and phytosanitary regulations, inspections, 
unreasonable fees, excessive delays at border-crossings, transit issues…): 

 
 
 

 
Yes No 

IV. General Information 
 
4.1 Your company is best described as (Please tick one box only) 

 A freight forwarder (not importing and exporting on its own behalf) 
 An importer-exporter (importing and exporting on its own behalf) 
 A manufacturing/service company which frequently import and export goods/services 
 A manufacturing/service company occasionally carrying out import and export 
 Other (please specify): ___ 

 
4.2 Your company is (Please tick one box only) 

 A domestic state-owned enterprise 
 A small and medium size enterprise 
 A (national) subsidiary of a Multinational headquartered in (please specify): __ 
 A joint-venture with a foreign company headquartered in (please specify): __ 
 Other (please specify): ___ 

 
4.3 How many employees do you have in India?  _________ persons 
 
4.4 What products, if any, do you import (e.g., food, clothes, oil, chemicals… Please specify the two 

main product categories)? 
 

 1.   _________________________ 2.   _________________________ 
 
4.5 From which two countries do you import most?  
 
 1.   _________________________ 2.   _________________________  
 
4.6 What products, if any, do you export (e.g., food, clothes, electronics, software… Please specify the 

two main product categories)? 
 

 1.   _________________________ 2.   _________________________ 
 
4.7 To which two countries do you export most?  

 
1.   _________________________ 2.   _________________________ 
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Executive Summary 
As a member of WTO, Indonesia has been involved in the discussions of the 

WTO Negotiating Group on Trade Facilitation (NGTF). This study aims to examine the 
current situation of trade facilitation in Indonesia, as well to assess the needs and 
priorities of various measures related to the trade facilitation negotiations. 

Trade activities have been the engine of growth since the period of economic 
liberalization and trade reform in the 1980s and 1990s. As part of past and on-going 
reforms, Indonesia has implemented various trade facilitation measures currently 
discussed in the WTO TF negotiation. However, the degree of implementation of those 
measures needs significant improvement in order to provide simplified and harmonized 
procedures related to trade. 

In relation to GATT Article X, most government agencies have launched various 
efforts to disseminate trade-related regulations and procedures. However, as there is no 
specific guideline for publication of relevant regulations, policy towards dissemination is 
sporadic. New regulations are not communicated well to stakeholders, while no formal 
mechanism is available that allow traders to provide comments and suggestions regarding 
trade rules and regulations. The exploratory private sector survey conducted as part of 
this study reveals that measures regarding publication of relevant regulations are of 
highest priority for trade facilitation improvement. Another utmost concern related to 
Article X is the need for certainty and uniformity in how trade procedures are 
implemented, which relates to the improvement of the integrity of officials. 

The government of Indonesia introduced a number of programs in order to 
improve trade facilitation measures related to GATT Article VIII. This study shows that 
more simplified and automated trade procedures and required documentations are among 
the measures perceived as highest priority for improvement in trade facilitation. While 
formal fees and charges for services related to trade procedures are perceived to be quite 
reasonable, the existence of rampant illegal charges need to be addressed as it erodes 
Indonesian products’ competitiveness. With regards to GATT Article V, Indonesia 
recognizes special treatment for goods in transit and exempts them from import duties 
payment and submission of importation or exportation documents. 

Recognizing the current situation of trade facilitation in Indonesia, the 
government might need a relatively long timeframe of implementation for some of the 
measures under discussion at the NGTF (e.g., advance ruling facilities) so as to prepare 
necessary institutions and administrative arrangements. Capacity building may be 
particularly important for implementation of measures to improve coordination among 
authorities responsible for trade activities. External technical assistance that has more 
flexibility to act across different agencies will accelerate the government’s program to 
improve coordination. Technical assistance might also be needed to develop an 
information system for traders and other stakeholders to learn about trade procedures and 
regulations.  

While it is important to account for the technical aspects of trade facilitation and 
Indonesia’s implementation capacity when negotiating at the NGTF, improvement in 
trade facilitation can be expected to bring significant benefits to Indonesia’s trade 



performance and the economy as a whole. Successful negotiation on trade facilitation at 
the WTO, including binding commitments on selected trade facilitation measures, will 
support the already on-going unilateral efforts for the improvement of trade related 
procedures and system. 

 



Introduction 
During the last three decades, Indonesia has taken various important actions to 

open its market and liberalize its trade regime. Indonesia’s trade policies have shifted 
from the import substitution strategy and agricultural protection regime in the 1970s and 
early 1980s to trade liberalization in the late 1980s. Since then, international trade 
activities have become important components in Indonesia’s economy. Both exports and 
imports values have increased substantially, while the structure of exports has also 
changed dramatically. 

Trade activities have been the engine of growth during the period of economic 
liberalization in 1980s and 1990s. The growth of exports and imports has been generally 
higher than overall economic growth at around 7 percent annually. Even in 1998, when 
overall economic growth declined by more than 13 percent, trade sectors, especially 
exports, still grew by more than 10 percent. Specifically targeted reforms to promote 
exports together with a sound macroeconomic management produced the on-going 
exports boom from the mid-1980s. 

Drivers of liberalization in the early 1980s came from both internal and external 
conditions. The end of the oil boom in the early 1980s forced the Indonesian government 
to launch various strategies to diversify the economic base away from oil, using general 
export incentives and undertaking a substantive program of structural reforms. Numerous 
non-tariff barriers were abolished while tariffs were drastically reduced, especially those 
applied to imported input for export-oriented industries, while investment deregulations 
were introduced to support trade. In addition to the internal condition, Indonesia’s active 
participation in several regional trade agreements and economic cooperation schemes, 
such as APEC and AFTA, as well as the multilateral ones, led to further liberalization in 
the first half of the 1990s. 

The current average tariff rate of 6.9% is much lower than the average tariff rate 
in the mid-1980s, which reached 28%. Various other unilateral measures, such as 
customs deregulation and abolishment of various trade licenses, were introduced at the 
end of the 1980s to further liberalize and facilitate trade activities and to encourage non-
oil exports. The development of the trade infrastructure was also a government priority. 
Several ports were equipped with modern logistic and transport facilities to make trade 
activities easier. However, the availability and quality of trade infrastructure, as well as 
exports and imports procedures, are still the main obstacles for further development in the 
trade sectors. The high cost of transportation and port services, together with lengthy and 
complicated trade procedures, contributed significantly to the non-competitiveness of 
Indonesian products during the time of crisis. Trade infrastructure bottlenecks and 
unsupportive trade procedures weakened Indonesia’s trade performance and earlier 
competitiveness gained from trade liberalization. 

This paper discusses the trade facilitation situation in Indonesia with regards to 
the WTO Trade Facilitation Agreement. Section 2 presents the development of trade 
facilitation initiatives that have so far taken place. Section 3 evaluates the current state of 
trade facilitation in Indonesia with regards to various measures currently discussed by the 
WTO Negotiating Group on Trade Facilitation (NGTF). Section 4 presents the result of a 
field survey conducted to provide insight on the needs and priorities of private sectors 



towards the provision of trade facilitation in Indonesia. Section 5 discusses several 
implications of current trade facilitation situation in Indonesia and its possible position in 
the WTO negotiation. The final section presents concluding remarks. 

1. Trade Facilitation in Indonesia 

1.1. Review of Literature 
While trade facilitation frequently refers to all measures that can be taken to facilitate and 
ease trade flows, there is no standard formal definition of trade facilitation. In a broader 
sense of the term, trade facilitation can be defined as any action intended to reduce 
transaction costs which affect the international movement of goods, services, investments 
and people. In this sense, the term covers all types of non-tariff measures to trade such as 
technical standard, sanitary and phytosanitary (SPS) and environmental-related 
regulation, as well as other domestic business climate related regulations and all types of 
infrastructure issues. In a narrow sense, the scope of trade facilitation is generally limited 
to customs procedures and related formalities involved in the movement of goods. 

Several studies show that improvement on trade facilitation could lead to substantial 
economic gains. Wilson, Mann, and Otsuki (2003), suggest that raising capacity in broad 
measures related trade facilitation, such as customs, regulations and infrastructure across 
whole countries, could increase world trade by approximately $377 billion dollars. Other 
studies that mostly try to evaluate the benefit of certain actions in facilitating trade also 
reveal significant benefit of those measures1. 

As one founding member of APEC, Indonesia has committed to take several 
actions under the APEC trade facilitation framework, which has an objective of reducing 
transactions costs by 5 percent by 2006 through introduction of trade facilitation 
measures 2 . On the movement of goods, the APEC Trade Facilitation Action Plan 
identifies 11 main measures to be implemented by member countries in order to achieve 
the overall objective. Of all 65 actions and measures Indonesia has committed to 
improve, 50 of them are now under implementation. In terms of trade related procedures, 
Indonesia agreed to implement 39 actions, 30 of which have been implemented to 
improve trade procedures3. 

Indonesia has also been actively involved in various initiatives to improve trade-
related procedures under ASEAN’s Customs Procedures agreement. While commitment 
to improve trade-related procedures and facilitate intra-ASEAN trade has been introduced 
since 1983 by commencing an ASEAN Customs Code of Conduct, the need to provide 
such facilitation gained importance in the view of the ASEAN Free Trade Area. Since 
1997, ASEAN member countries, including Indonesia, agreed to carry out various efforts 
in order to harmonize trade procedures under the program called ASEAN Policy and 
Implementation Work Program (PIWP). The harmonization of tariff classification applied 
in all ASEAN countries is among the fifteen elements of PIWP. The next main agenda of 
customs cooperation in ASEAN is the creation of an ASEAN Single Window, which will 
                                                 
1 See for example APEC Report on paperless trading (2001) that estimate application of the method will 
reduce up to 15% transaction cost of imported items. 
2 APEC Economic Committee, 2004 
3 APEC Individual Action Plan for Indonesia, 2004 



require the establishment of national single window systems in each member country. 
Indonesia is now preparing to set up a single window system at national level. 

As a WTO member, Indonesia acknowledged various attempts to facilitate trade 
under the General Agreement on Tariffs and Trade (GATT). At this multilateral level, 
WTO recognizes trade facilitation as “the simplification and harmonization of 
international trade procedures” covering the “activities, practices and formalities involved 
in collecting, presenting, communicating and processing data required for the movement 
of goods in international trade”. WTO discussion on trade facilitation focuses on 
improvement and implementation of Articles V, VIII and X of GATT 1994. 

 

1.2. Major government initiatives and institutions involved  
The story of Indonesia’s trade performance cannot be separated from several 

major trade reforms that have taken place during the last two decades. Besides the 
elimination of several trade restrictions and the reduction of tariff barriers, the reforms 
also covered various measures of trade facilitation aiming to simplify export and import 
procedures. 

Indonesia’s trade procedures underwent various significant alterations to respond 
to the needs of more dynamic trade activities. The first significant reform program came 
into effect in April 1985 when the government of Indonesia decided to hand over trade 
procedures and formalities to a Swiss Company, Société Générale de Surveillance (SGS). 
Allowing the company to conduct pre-shipment inspection (PSI) for imported goods at 
the point of origin sidelined the customs agency. This policy was introduced to simplify 
and streamline import procedures.  

Pre-shipment inspection provided various functions. The main function was to 
ensure that the quantity and the price of goods to be imported were compliant with the 
associated documents and invoices. Additionally, PSI also provided other services, such 
as verification of the origin of goods, data collection and other related trade procedures. 
These procedures and formalities, such as valuation of imported goods and assessment of 
duties as well as direct payments of duties through financial banks, were conducted in a 
more efficient way than the previous arrangement, and reduced the chance for bribery or 
side payments for import clearance. 

The success story of PSI procedures led the government to continue implementing 
the system until April 1997 before returning authority over import procedures to customs 
offices, although strong requests from the private sector remain for the government to 
extend the PSI scheme. One of the arguments behind the termination of PSI is that the 
scheme draws on too many foreign reserves to pay the company. The government also 
argued that customs offices have been prepared and readied for greater authority and 
would conduct better import procedure in order to facilitate flows of imports and 
stimulate export growth. Prior to the handover, the government issued a new law on 
customs which marked another significant change in Indonesian trade procedures. 

In April 1997, following the transfer of authority over import procedures, the 
Indonesian Directorate General of Customs and Excise began the operation of post-entry 
audit system, which relies on verification and auditing rather than inspection. Together 



with the implementation of this new system, customs offices offered self-assessment 
procedures for importers. It provides importers some independence to report imported 
goods characteristics, amount, tariff and harmonized system (HS) classification, as well 
as to calculate import duties and all relevant taxes in their import declaration. Procedure 
of verification and control, equipped with risk management technique and 
implementation of post verification and audit function, was also introduced to 
complement the new import procedures. 

This new procedure enables importers to submit import declaration and various 
documents related to imports prior to the goods entering the Indonesian customs area. 
Verification and audit are conducted after the release of imported goods at points of entry 
areas. Physical inspection is also part of the current custom procedure. However, the 
inspection is conducted only on a “red channel” based on a selective basis and is 
supposed to focus only on imported goods with high risks. Customs officers may 
examine 100% of such goods, but usually the inspection applies only for minimal parts of 
the imported goods. More “reliable” imports may enjoy the “green channel”, where no 
physical inspection takes place. 

In order to differentiate between high risk goods and reliable ones, the Directorate 
General of Customs and Excise implemented a risk management-based control system. 
Various factors were taken into consideration to assess whether the imported goods fall 
into the high risk category or are reliable, ranging from the track record of importers and 
any suspicion arising during the process of documents verification or a simple random 
sampling on arrival goods. 

Various other measures were also implemented in order to facilitate the flows of 
imports and exports. One of the most noticeable efforts among these was the first launch 
of the electronic data interchange (EDI) system that allows traders or forwarders to lodge 
their documents online, even though it is limited only to major international ports and 
customs offices and for import declaration. At the same time, Indonesian Customs has also 
implemented advance classification ruling, together with the harmonization of trade data 
according to the UN/EDIFACT Standard and adoption of World Customs Organization 
(WCO) guidelines on express consignment clearance. 

In response to increasing demand for favorable trade facilitation, the Indonesian 
customs office launched its reform program in 2003. There are four main areas of the 
reform, namely trade facilitation, enforcement, integrity and coordination. The objective 
of the trade facilitation initiative under the reform program is to create an environment 
conducive to legal trade and investment by eliminating the high economic costs related to 
the complexities of customs clearance procedures. For that purpose, several trade 
facilitation measures have been implemented or will be launched in the near future. 

One of the important features of the reform is the modernization and automation 
of customs procedures through the utilization of telecommunication technology. The 
Indonesian customs office has made payments for import duties and all related taxes 
available through an integrated online payment system using a single document. It has 
also enhanced the use of EDI by including information and documents not only import 
declaration but also on cargo manifest. 



Another major characteristic of the new import release procedures is the 
improvement of risk-based management through the control system. The parameter is 
based on two main variables, commodity profiles and importer profiles, and other 
relevant variables. To deal with the lack of information on importers’ profiles and track 
records, customs offices also use a system of importer registration. This system collects 
information about the existence of importers including responsibilities of the 
management, nature of business and auditable bookkeeping. With this information, 
customs offices may build a database to qualify whether or not an importer is high risk. 
In addition, particularly eligible importers are treated as distinguished importers and will 
be served through priority channels. This facility ensures these particular importers that 
their imported goods are handled without intensive document inspection and physical 
inspection during import clearance process. 

Indonesian customs and other related agencies also improved the dissemination of 
relevant information on trade procedures. To encourage public participation and support, 
the customs office uses its website as one of the main channels of information and to get 
feedback from users of customs services and other stakeholders. The office has also 
established a consultation desk for general public information on trade and customs 
procedures. However, information available on the website is limited to basic procedures 
and legal regulations. More technical and practical information on procedures of exports 
and imports could only be obtained through the consultation desk or relevant agencies. 

All these reforms and implementation of measures related to improvement of 
trade procedures have brought significant improvements to the business and trade 
environment. However, various actions are still needed to facilitate trade activities 
further. A recent study on the time required for imported goods to obtain release 
permission from arrival reveals that Indonesia is still behind other countries in facilitating 
trade. Table 1 summarizes “lead time” required for imported goods to obtain release 
permission in Indonesia in comparison to several developed countries. While it takes only 
1 day in average to obtain release permission in Singapore, it takes on average 5.5 days to 
carry out similar procedures in the Tanjung Priok port of Jakarta. Even for goods entitled 
to the green channel, the time required is still two times longer than that in developed 
countries4. 

 

Table 1. Lead Time Required to Obtain Release Permission 
No. Nation Lead Time (days)
1 Port of Tanjung Priok (Average) 5.5

Green Channel 3.6
Red Channel 6.5

2 Japan 3.1
3 Germany 2.0
4 USA 2.0
5 Singapore 1.0  

Source: JICA Study on Trade Related Procedures, 2005 

                                                 
4 Summarized from “Lead Time” survey conducted by JICA (2005). 



One of the main obstacles in performing trade activities in Indonesia is that there 
are many agencies involved in the process, while coordination is quite limited. Traders 
need to collect various approvals and documents from several different offices before 
they could obtain import clearance. The current automation and modernization of 
customs procedures offered moderate solution to this problem. At the moment, the 
system only connects banks, tax offices and the treasury. The proposed development of a 
single window facility is expected to improve coordination between relevant agencies 
and further simplify trade procedures. 

1.3. Major on Going Capacity Building Projects  
 

As part of the economic recovery program following the conclusion of the IMF 
recovery program, the Government of Indonesia released an economic package embodied 
in the document known as the “White Paper” in 2003. The post-IMF package consists of 
a three-part program including: macroeconomic stabilization, financial sector 
restructuring, and increase in investment, exports, and employment creation. Various 
policies and actions related to trade facilitation are also included in this package.  

• Simplifying the export and import procedures, including harmonization of import 
tariffs, speeding up tax restitution claims and simplification of import permit 
procedures through an online system. The tariff harmonization process providing 
a simpler import tariff schedule was completed by February 2006. Import permit 
application through the online system has been introduced and is progressing 
quite satisfactorily. 

• Improving import clearance information system, including a system which 
interconnects the online payment system for tax and customs as well as the 
quarantine information system. 

• Improving the selection process based on a risk management system, including 
extension of use of priority lanes for selected traders, development of a better 
price database to comply with best valuation practice while at the same time 
reducing undervaluation. 

• Improving the quality and integrity of customs officials by introducing a code of 
conduct and establishing a supervisory committee. 

• Enhancing coordination among relevant agencies to reduce smuggling. 

• Improvement of trade infrastructure by inviting greater private sector participation 
in developing trade related infrastructure, such as in the rehabilitation program of 
Tanjung Priok port of Jakarta. 

In addition to those actions under the post-IMF economic package, the 
government is also planning to conduct several actions related to trade facilitation. 

Single window system. The government of Indonesia is planning to establish a 
system that allows business entities and all authorities to communicate electronically on 
each procedure needed in international trade activities. This effort is in part triggered by 
Indonesia’s commitment to the establishment of the ASEAN Single Window. A national 



task force will be formed to prepare the construction of a national single window. 
Currently a team from different authorities has been working informally to look at the 
feasibility of the system. There are several conditions that would support the 
establishment of a single window system: 

− Adoption of internationally compatible data formats such as the one from 
UN/EDIFACT formats; 

− More intensive usage of international standard declaration forms and other trade 
documents; 

− Making the electronic application as general rule rather than exception as 
currently applied; 

− Shortening procedures related to import and export by reducing duplicated 
process and documentation. 

The enactment of trade law. As Indonesia has entered into various trade 
agreements, there has been reform on a number of statutory enactments in the field of 
international trade and foreign investment. Unfortunately up to now, Indonesia does not 
have a fundamental law in trade regulation which promotes subsequent introduction or 
revision of numerous relevant laws and regulations. Enactment of trade law will provide 
a legal and institutional basis for various efforts to improve trade performance and to 
facilitate trading activities further. In early 2006 the government finalized drafting the 
law and expected to present it to parliament later in the same year. 

2. Assessment of the Trade Facilitation Situation in Indonesia 
 The government of Indonesia introduced and maintains various measures in 

facilitating trade procedures. This section assesses trade facilitation measures currently 
discussed in the WTO, particularly GATT Articles V, VIII and X. The discussion in this 
section is limited to trade facilitation measures provided by the government of Indonesia. 
The next session examines the implementation of such measures from the point of view 
of the private sector. As availability of information from other studies is very limited, 
detailed information in this section is derived from legal texts of relevant regulations and 
discussions with government officials from various related agencies. The current 
situation of trade facilitation in Indonesia is summarized in the WTO/WCO Checklist 
provided in Annex 1 of this paper. 

2.1 GATT Article X 

2.1.1. Publication of regulations and Availability of Information 
Availability of information is an important and crucial aspect in providing trade 

facilitation in Indonesia. In general, the government of Indonesia has the responsibility to 
publish and inform all regulations to the public. New laws and regulations issued by the 
government, up to ministerial level decrees, have to be announced and published in the 
monthly State Gazette, including trade related laws and regulations5. Stakeholders and 

                                                 
5 The Indonesian legal system acknowledges Laws as the highest regulation for a specific subject, but it can 
be substituted by various types of regulation from the government, such as Presidential Decrees and 



the wider public are expected to consult this State Gazette in order to get information on 
relevant new laws and regulations issued by the government. 

While this might serve the government’s purpose to fulfill its legal obligation to 
disseminate information, this mechanism is not an effective way to distribute information 
to the public and to ensure more transparency. Relatively few people actually ever read 
the Gazette. Relevant stockholders, such as business people, rarely consult the State 
Gazette in order to find new pertinent regulations. Moreover, there is a significant time 
lag between implementation and publication of a new regulation in the State Gazette; 
sometimes it even takes six months after implementation of a new rule to be published in 
the Gazette. For these reasons, many agencies in Indonesia have taken initiatives to 
publish and disseminate information on relevant regulations through other media. 

With regards to the availability of information on trade related regulations and 
procedures, we should distinguish between regulations under Customs jurisdiction, which  
is administrated by the Ministry of Finance, and regulations from other government 
agencies, such as the Ministries of Trade, Transportation, etc. All regulations from these 
government agencies direct international trade activities and affect the efficiency of trade 
facilitation in Indonesia. However, since the regulations come from different agencies, 
the dissemination process significantly depends on each agency’s policies towards 
transparency and availability of information. 

A frontline agency directing international trade activities, the Directorate General 
of Customs and Excise (DGCE) engages efforts to ensure the availability of information 
and trade related regulations, particularly those from the DG itself or from the Ministry of 
Finance as the authoritative ministry. Although there is no specific guideline regarding 
information, customs maintains various methods to disseminate trade related information.  

Official publication and dissemination materials. In addition to the State Gazette, 
trade related regulations and relevant trade procedures and rules from DGCE (and the 
Ministry of Finance) are also available in its regular published collection of regulations. 
Every year the directorate also releases the Indonesian Tariff Book, a main reference for 
product categorization and import duty assessments. As a periodical media, these 
publications cannot serve the needs for immediate dissemination of new regulations and 
changes of rules and procedures. 

DGCE also publishes several brochures and leaflets. This method is a useful 
means to provide practical information with regard to trade and customs procedures, 
especially for non-regular clients. However, those brochures are only available in limited 
places. People have to go to the customs office or designated ports and airports to obtain 
such information. Again these brochures are sometimes out of date and do not reflect 
current procedures and regulations. 

Other relevant ministries and government agencies also have their own official 
publication on regulations and rules under their authorities. Some agencies, such as 
quarantine, provide practical information in brochures and leaflets. But the information is 
not comprehensive and is only limited to several aspects of lengthy procedures.  

                                                                                                                                                 
President Instructions. More elaborate direction come in the form of ministerial level decrees, while 
technical regulations are under the domain of relevant directorate generals. 



Mass media. Indonesian Customs has been using public newspapers and 
magazines to inform the public of new regulations and changes of custom and trade 
procedures. Other government agencies occasionally announce the changes of regulations 
and rules through the mass media. There are limitations in using mass media to inform 
the public as they only presents limited information and leave the details behind. To 
overcome this problem, DGCE publishes a monthly magazine, which in part serves as a 
channel to disseminate detailed information to traders and the wider public on procedures 
and available facilities. The magazine also acts as a communication bridge between 
traders and the directorate itself. 

Other relevant agencies also disseminate information on their related regulations 
and procedures through their own publications. Unfortunately the circulation is either 
published on irregular basis or the publication period is too far from one volume to the 
next. 

Internet based information. Various government agencies in Indonesia are 
providing information on the Internet. One of the benefits from using a website channel is 
the ease of the users to obtain required information. However, some websites only 
present news regarding their activities and provide limited information on procedures and 
regulations. Some others only provide laws and regulations without giving more practical 
information to traders. For instance, there is no information available on the procedures 
to obtain necessary documentation and requirements to be eligible as a special importer 
for certain products. 

Some websites are relatively better in providing information. The website of 
DGCE (www.beacukai.go.id) is among the most informative websites on customs. It 
does not only give customs related regulations and laws but also more practical 
information such as customs procedures, information on import and export duties as well 
as tariff classification. It also allows the users to join a forum, moderated by customs 
officials that actively discuss customs related problems. However, some problems 
remain. Information on the changes in regulations and procedures usually take time to 
appear on the website. The English version of the website only provides limited 
information as not all regulations have been translated. The information in this website 
mostly comes from the DGCE or the Ministry of Finance. Information on other trade 
related regulations and procedures could hardly be found in this website. 

Hotline number and enquiry points. Currently there is no enquiry point or 
consultation desk available for traders and the public to obtain information regarding 
customs and trade related matters. However, the Directorate General of Customs and 
Excise opened a telephone hotline number for traders and other stakeholders to obtain 
general information. The inquirer would then be channeled to a relevant officer for more 
detailed and specific queries. Unfortunately, the service is only available in the 
directorate’s headquarter in Jakarta, making people from other parts of Indonesia 
expensive long distance calls to acquire information. 

2.1.2. Time Period between Publication and Implementation 
Related to the transparency and availability of information is the prior notification 

of changes in regulations and procedures. Prior notification of changes in procedures or 

http://www.beacukai.go.id/


release of new regulations allows traders to prepare necessary requirements concerning 
the changes. 

The Indonesian legal system does not specify in detail how long after the 
publication date a new law or regulation should be implemented. However, in practice, a 
new regulation usually provides for a 30-day grace period before it is implemented in 
order to allow relevant agencies to meet necessary requirements for implementation. 

2.1.3. Consultation and Commenting on New or Amended Rules 
Considering there is no general guideline regarding dissemination of information, 

it falls on each agency to construct a notification process of new or amended trade related 
regulations along with required consultative mechanism. Some of the agencies, such as 
DGCE, make available proposed regulations to the interested parties, both domestic and 
foreign. The Customs office also carries out regular consultative activities with 
stakeholders, especially business associations, traders, and also foreign representatives, in 
order to obtain information for the improvement of customs procedures and to overcome 
problems. Although it is quite an effective way to collect feedback from stakeholders, the 
mechanism is informal and there is no specific guideline directing such activities. 

Together with the notification process, an appropriate consultative mechanism 
provides the opportunity for stakeholders to respond to new regulations and deliver 
comments or suggestions prior to implementation and enforcement. However, the lack of 
formal consultative mechanisms discouraged relevant government agencies to improve 
the trade facilitation situation in Indonesia. The business society usually does not know 
how and where to give comments for improvement. Their ability to submit suggestions 
and comments depends on personal relation to related officials, opening the possibility of 
improper conduct of government authorities.  

2.1.4 Advance Rulings 
Indonesian customs procedures allow traders to submit Customs Declarations and 

other necessary documents through an online system or manually prior to the arrival of 
the goods. Documents have to be presented to the customs office at the latest 24 hours 
after goods arrival. As the customs procedures have been set up based on a self-
assessment, certainty over various aspects of the procedures is very crucial, even before 
the documents are submitted.  

The Ministry of Finance Decree No 453/KMK.04/2002 on Import Customs 
Procedures presents a pre-entry determination on classification. Persons importing goods 
may seek customs advice on the tariff classification to determine the imported goods. 
This can be done electronically through the Customs website or by filling out the Pre-
Entry Classification (PEC) form manually in the respective Customs Offices.  

The introduction of the electronic application system in determining tariff 
classifications has made the procedures much faster and more efficient. Applicants only 
need to submit relevant information regarding the imported goods, while the applications 
are going through examination by relevant customs officers. Even though it is not legally 
binding, they might even consult the Customs’ website to get early determination before 
the formal decision is released. 



While the provision of advice on pre-entry classification might be perceived as a 
variety of advanced ruling on classification, it is different in the sense that this advice 
might not be legally binding, and it applies only once. Indonesian custom procedures do 
not recognize advance rulings on the origin of imported products. Bilateral and regional 
trade agreements between Indonesia and its major partners require imported goods from 
partner countries to be complemented by a certificate of origin each time imports carried 
out in order to receive preferential treatment.  

DGCE, however, provides advanced ruling facilities on valuation. It is a legally 
binding valuation of imported goods that can be used to evaluate future imports of the 
same goods by the same importer. The ruling is valid for a duration of six months. 

2.1.5 Appeal Procedures 
Based on the Ministry of Finance Decree No. 380/KMK.05/1999, DGCE 

implemented an objection and appeal procedure. Objections to the assessment of tariff 
classifications and valuations determined by customs officials might be made as an 
objection letter to the Director General within 30 days after the date of assessment. The 
letter should enclose all information regarding the objection itself, including the 
supporting arguments and various evidences to back it up, and should be accepted by the 
Director General within 14 days after the letter submitted. During the process, the 
claimant has to pay a security deposit of the same amount as the import duties in order to 
get the imported goods released. 

The DG should come to a decision within 60 days of the submission date. The 
objection can be accepted fully or in part, which will allow the claimant to get his 
deposits back or obtain duties restitution. In case the DG fails to come to a decision, the 
objection shall be deemed accepted and the security deposit returned. If the objection is 
rejected, the import duty will be paid by clearing the security deposit.  

The claimant can make further appeal to the Tax Court within 60 days, in case 
s/he does not accept decision from the Director General, after paying the import duty 
according to the DG’s decision6. Decisions from this court are considered to be final. The 
court will hold the trials within six months after the application. However, there is no 
time limit for the court to come to a decision; thus making it difficult for claimants to 
estimate the length of the process. 

2.1.6 Other Measures to Enhance Impartiality and Non-Discrimination 
One important agenda in the Customs reform is to improve administrative 

arrangements and integrity among officials. It is widely perceived in the Indonesian 
public that there are many fraudulent activities in the DGCE, ranging from deducting 
illegal levies in the customs clearance process to involvement in various smuggling and 
illegal imports. In order to improve its image, as well as to support the reform program, 
Indonesian customs introduced several measures related to the improvement of its 
integrity. 

One important action is to implement a code of conduct for customs officials. The 
code of conduct was introduced in 2002 through the implementation of Ministry of 
                                                 
6 The courts not only deal with customs appeals but also arrange trials and appeal for other tax related cases. 



Finance Decree No. 515/KMK.04/2002 on Codes of Ethic and Conduct for Official of 
DGCE. It focuses mainly on reducing corruption among officers, such as refusing gifts 
and contributions in carrying out their job, and describing appropriate behaviors in 
serving the public. The decree also stipulates sanctions towards all illegal actions. 

To further impose the code of conduct and improve integrity, a Code of Conduct 
Committee consisting of six permanent members and 16 task force officers, was 
appointed in 2002. The committee is expected to monitor the officer morale from both 
within and outside the organization. The main duty of the committee is to receive and to 
collect complaints towards behaviors of customs officers that may potentially cause 
misconduct and illegal action. Such complaints would be followed by investigation from 
a special unit which leads to suitable action from the committee. To complete this 
purpose a channel for complaints on violation of code of conduct has been opened 
through a hotline telephone channel at 62-21-3842074. 

2.2. GATT Article VIII 

2.2.1. Fees and Charges Connected with Importation and Exportation 
People or companies conducting exportation and importation have to arrange 

numerous necessary documents, such as import or export declaration, trade manifests, 
and certificate of origin for exporters. Most documents are provided by and submitted to 
the Directorate General of Customs and Excise (DGCE), while some others are related to 
services provided by other agencies. Traders pay fees for each service provided. The fees 
are relatively reasonable, but as the agencies related to different services charge different 
fees, it might be quite expensive to obtain the whole necessary documents. 

A schedule of duty payment of non-tax revenue (PNBP) was introduced to 
importers and exporters by the issuance of Finance Ministry Decree No. 118/2004. This 
regulation was intended to collect financial resources in order to improve customs and 
trade related services, such as the development of a better EDI system. Table 2 
summarizes duty payments for various services related to customs and trade procedures.  

 
 

Table 2. Fees for Customs Services 
Fees

Accomplishment of Import Declaration
EDI Service Rp 100,000,-
Non-EDI Service Rp   50,000,-

Accomplishment of Export Declaration
EDI Service Rp   60,000,-
Non-EDI Service Rp   30,000,-

Trade Manifest
EDI Service Rp 250,000,-
Non-EDI Service Rp 125,000,-

Type of Service

 
                                        Source: Ministry of Finance Decree No. 118/2004 
                                        Note: 1 US$ is approximately equal to Rp9500,00 
 



The decree also arranges the collection of duty payment through a number of 
private and public banks. It also provides some flexibility and facilities for certain cases. 
A facility for periodic payment is available for frequent traders, who conduct trading 
activities more than five times per month. In addition, deferred payment of service fees is 
also allowed in specific cases, such as for time sensitive imported or exported goods. 

2.2.2 Formalities Connected with Importation and Exportation 
Indonesia introduced various customs and trade related features in line with 

standard procedures developed by many international institutions. To accommodate HS 
amendment 2002 based on the WCO recommendation, for example, Indonesia issued a 
new tariff classification, effective since May 1, 2003. Indonesia also fully implemented 
the WTO Customs Valuation Agreement. Most trade related documents have also been 
aligned to standard forms recommended by international institutions, although many of 
them have been adjusted to cater specific needs of relevant agencies. 

Automation of trade and customs procedures have been in place since Indonesia 
implemented a post-entry audit system in 1997. Two main areas have been identified as 
focal points for the improvement and the automation of trade related procedures. The 
first, and the most established one, is the customs electronic data interchange (EDI). The 
second, still in its initial stage, is the electronic integration between related government 
agencies and other supporting industries. 

 Since its inception in 1997, the EDI system has been introduced at 9 customs 
service offices in Indonesia, two airports and seven sea ports7. Initially the system only 
assisted import procedures until May 2004, when EDI also implemented export 
procedures. 

The system is managed by PT. EDI Indonesia, established in July 1995 in order to 
realize the EDI system for port and customs clearance procedures. Importers and 
exporters have to fill in declaration forms through the system, which is on-line with the 
customs services and several main banks. The aim of this automation is to improve and 
speed up the processing of goods and documents at sea ports and airports, and also to 
reduce the scope for collusion and illegal actions. At the moment the EDI system has 
connected traders with customs, banks and tax offices, allowing them to make import 
duties payment through an integrated online payment system using a single document. 

The utilization of this EDI system is quite high. Although it is expensive for a 
particular company to buy the system, many have introduced it as an integral part of their 
export and import trading systems. Those who cannot afford the purchase can still use it 
through the service of customs brokers (PPJK) by paying small charges for data transfer. 
The DGCE’s policy to allow companies who do not have their own system to use other’s 
has contributed to higher utilization of the system. 

 Unfortunately, the EDI system is not an integrated system through which the 
traders are able to assist all import and export related procedures. Data and information 
exchange between related government agencies has been improving rather slowly.  

                                                 
7 These sea ports and airports are the biggest ports in Indonesia, serving more than 85% of national import 
cargo volume. Currently DGCE operates 13 regional offices with 143 service offices. 



Agreement for data interchange among related agencies under Ministry of Trade 
and Ministry of finance was accomplished in March 20048. The objective is that each 
institution would become more capable in supporting, accelerating and smoothing the 
supervision of international trade activities as well as improving coordination among 
institutions. This is the initial attempt to improve coordination between related agencies 
even though it is still limited to agencies under the two ministries. The implementation of 
this new system will take several stages depending on the availability of infrastructure 
between them. In the future it is expected that the system will allow each agency to 
utilize available information currently held and used solely by other agencies.  

2.2.3 Border Agency Coordination 
Coordination poses difficulties in Indonesia, including in trade related system and 

procedures. Facilitation of international trade requires the involvement of various 
government agencies dealing with a range of activities from trade, customs, transport, 
quarantine and others. The Indonesian international trade system lacks efficient and 
effective coordination among all relevant agencies. It is common for certain regulations 
and rules from different authorities to lead to opposite results and practices in the field. In 
many cases, officials from different agencies remain unaware of each others’ new 
regulations. 

To improve coordination among relevant trade agencies, the government of 
Indonesia initiated several efforts. In practical terms, an initial attempt on setting up a 
more integrated data and information exchange system between Ministry of Finance and 
Ministry of Trade started in 2004; yet no significant results have been observed so far. 
More strategic efforts are indicated by the formation of the Coordinating Team for 
Enhancing Smoothness of Export and Import of Goods in 2002, based on Presidential 
Decree No.54/2002. 

The team, consisting of eight different ministries and ministerial level agencies 
including the national police and army, has as its main duty to monitor and improve the 
flow of export and import commodities. It is expected that the team would coordinate 
efforts in formulation of related strategies to improve efficiency of trade flows and 
procedures. The team would also coordinate planning, implementation as well as 
evaluation of required activities on the improvement of trade flows. Other duties of the 
team include coordination in elimination of all kinds of smuggling.  

However, up to now the team does not engage considerable efforts to improve 
coordination among agencies. The team focuses mainly on combating smuggling and 
illegal trade, and has already held several meeting related to this task. As this particular 
task was actually assigned by the government in the Economic Policy Package 2003 
(White Paper), most of the efforts fall into this, while other tasks of the team have been 
set aside. 

                                                 
8 There are some other government agencies involved in trade related procedures, such as Ministry of 
Industry, Ministry of Agriculture and Ministry of Health. These ministries are currently not integrated in 
the available information system. 



2.2.4 Release and Clearance of Goods 
Risk management is an integrated part of the current Indonesian customs system. 

The system is based on self-assessment and post-entry audit, where the import and export 
shipping bill declaration and customs clearance declaration are accepted prior to the 
arrival of goods, and customs calculates the related duties and taxes according to the 
information supplied. An excellent risk assessment mechanism is necessary to facilitate 
trading activities. 

Indonesian customs assessment is a two-step process. First, a risk assessment of 
cargo is made based on verification of relevant documents. This assessment determines 
treatment at the next stage of assessment.  The following characteristics are basic criteria 
used in evaluating associated risk. 

• Type of importation. Whether the cargo is imported as temporary import, re-
import or other types of imports which is considered high risk. 

• Commodity profile. Some commodities are regarded as high risk. 

• Importers profile. There are three categories of importers: 1) new and high risk 
importers, 2) medium risk importers, and 3) low risk importers. 

• Other criteria. Such as intelligence information. 

The cargo is then directed to a particular inspection channel: red for high risk 
cargo and green for low risk. There is also a special channel for faster and simpler 
procedures, called the priority channel, introduced by customs for importers with good 
reputations and who comply with certain criteria. Cargo in the red channel is subject to 
physical inspection at the port of entry. The procedure of inspection is regulated under 
the DG’s circular No SE.05/BC/2003 in order to standardize the procedure and make it 
proportional to the risks involved. Inspections cover anywhere from 10% to 100% of 
cargo using x-ray scanners, depending on the criteria mentioned above. Cargo in the 
green channel is released without physical inspection. Table 3 summarizes the custom 
risk assessment mechanism. 

 
Table 3. Matrix for Risk Assessment and Channeling Criteria 
 Low Risk 

commodities 
High Risk 
commodities 

Other 
commodities 

High Risk 
importers 

Red Channel 

(100% inspection) 

Medium Risk 
importers 

Green Channel Red Channel 

(30% inspection) 

Low Risk 
importers 

Green Channel Green Channel Red Channel 
(10% inspection) 

Priority 
importers 

Green Channel Green Channel Inspection at 
importer’s place 

Source: Warta Bea Cukai vol. 369 August 2005 



The post-entry audit system is intended to check transaction values and genral 
compliance with trade rules and regulations. Audits may be conducted by the customs 
according to an annual plan, following instructions of the Director General, or based on a 
company’s request. For this purpose, importation documents must be maintained by both 
importers and customs a maximum of 10 years. 

An important factor behind the success of this risk assessment mechanism is the 
availability of a reliable and informative database on importer profiles. The process of 
developing the database started in 2002 when importers were asked to register and to 
provide some information for the development of the current systematic risk evaluation. 
The profile includes information such as the nature of business, capacity of the company, 
credibility of management and owners, and accountability practices. The registration 
process and provision of information is on a self-assessment basis, as it may change over 
time and need further updating. Currently, importer registration can also be done through 
the customs internet website. Based on this information, importers are grouped into five 
categories from high risk to priority importers. 

In addition to general export and import procedures, the government of Indonesia 
provides various facilities regarding simplified release procedures. Minister of Finance 
Decree No. 453/KMK.04/2002 describes various customs facilities for special import 
arrangements. Three facilities are available to provide simpler and faster release 
procedures: (i) rush handling for particular commodities, (ii) express consignment, and 
(iii) temporary imported goods. Each facility is directed in a specific guideline to ensure 
standardized treatments and practices. 

 For time-sensitive goods, such as newspapers and magazines, perishable goods, or 
medical-related goods, Indonesian customs provides a rush handling facility, which 
allows importers to release the imported goods without having customs clearance, 
providing that the importers provide a deposit security. Within seven days of release, 
importers have to submit appropriate documentation to allow for deposit security 
withdrawal. In the case that importers fail to provide relevant documents, provision of the 
facility will be terminated and the security will be cleared. 

Indonesia has implemented WCO Guidelines on express consignment clearance. 
Express consignment procedures are provided for imported goods delivered by courier 
and post, considering that most consignments are not for commercial purposes. The 
facility allows courier companies to receive simpler and faster clearance procedures. 
Exemption of duties is also available for the consignments of no more than 100 kilograms 
and less than US$5,000. The respective courier company should be registered in the 
customs office and obtain special licenses to conduct their activities in the office’s 
jurisdiction. The company should also place deposit guarantees, either in cash or bank 
guarantee, to obtain such facilities. 

There are some other facilities to make trade related procedures simpler and 
faster. One of them is the facility for temporary import. Importation of goods for specific 
purposes, determined by the government of Indonesia, or for temporary use, such as 
exhibition and promotion display, or for the goods that will eventually be re-exported, are 
entitled to exemption or relief of related import duties. In order to receive exemption, 
importers have to place deposit security according to the amount of duties and taxes paid, 



while for the goods with duties relief, the importers have to pay 2% of import duties and 
taxes for each monthly period of usage. Administrative sanctions and fines can be applied 
to the importers who fail to re-export the goods within the specified time period. 

Periodic payments, which allow importers to avoid paying for each import 
activity, are also available for certain importers, depending on assessment and approval 
from the appropriate Heads of Customs Offices. Importers may also obtain other customs 
facilities, such as physical inspection of imported goods in the importer premises, which 
can provide faster and simpler release procedures. There is also a priority channel given 
to reputable importers who fulfill special treatment criteria. Imported goods from these 
special importers do not have to go through documents inspection nor physical 
inspection. Payment of duties can also be delivered in the following month according to 
the monthly report. 

2.2.5 Tariff Classification 
In order to promote intra-ASEAN regional trade and to simplify trade procedures 

among member countries, ASEAN countries agreed to introduce the use of a common 
tariff nomenclature known as ASEAN Harmonized Tariff Nomenclature (AHTN). The 
common tariff nomenclature includes an 8 digit level product classification based on HS 
Code 2002 of the World Customs Organization (WCO) with the addition of two digits 
and commodity descriptions for tariff purposes. 

As a member country, Indonesia has applied the common nomenclature since 
2004. For all trade transactions with other ASEAN member countries, DGCE utilizes the 
8 digit common nomenclature, while for non-member countries and for statistical data 
collection, Indonesia sub-divides the AHTN into a 10 digit classification. DGCE actively 
informs the business society and the general public on the use of the new classification. 
The new released tariff schedule has also been classified under the 10 digit AHTN.  

2.3 GATT Article V 

2.3.1 Matters Relating to Goods in Transit 
Indonesia recognized special treatment for goods in transit as stipulated in the 

Ministry of Finance Decree No. 575/KMK/1996. The decree differentiates goods in 
transit from goods in transshipment. Goods in transit are transported in and out of a 
particular customs area without loading, Transshipment goods require loading and 
change of transportation vehicle. The difference between these two is in the treatment and 
required documents to be submitted. Both cases enjoy not being obligated to pay import 
duties. 

For goods in transit, traders are not required to deliver import declaration 
documents to the respective customs office, but they need to notify the office using an 
inward manifest. The owner of imported transshipment goods has to submit several 
required documents when the goods are unloaded and transported outside the customs 
area. For some cases, traders also need to provide guarantees in the form of a bank or 
insurance guarantee or a written statement. 

 



3. Trade Facilitation Needs and Priorities of the Private Sector 
 

The field research focuses on discussions and interviews with relevant 
government agencies and stakeholders in trade facilitation. The field research includes a 
survey by personal and telephone interviews with associations of exporters and importers, 
other relevant business associations, and firms. A questionnaire with pre-coded and open-
ended questions is administered to allow for quantitative and qualitative analysis (see 
Annex 2). The questionnaire follows that developed by ARTNeT 9 , with minor 
modification to capture specific characteristics of Indonesia’s trade environment. 

Private sector participants represent various stakeholders in trade facilitation. 
Three groups of business were identified for the survey. The first group represents trade-
related-services firms, such as forwarders. This group deals directly with the technical 
matters of trade facilitation and is an important source of information to assess trade 
facilitation needs. The second group consists of importer and exporter firms whose main 
businesses are trade-related. The third group includes more general firms which perform 
import and export activities to support their main businesses. To further explore the need 
of trade facilitation actions in Indonesia, several firms from each group, with sizes 
varying from small providers to transnational companies, were interviewed. 

The private sector survey aimed to provide insight on the needs and priorities of 
the private sector with regards to trade facilitation. The survey questionnaire contains two 
main elements. The first part of the questionnaire attempts to examine the general 
perception of business entities on the current provision of trade facilitation. This 
perspective can provide information on which aspects of trade facilitation need further 
improvement. The second part of the questionnaire tries studies which facilitation 
measures require prioritization. 

The survey was conducted through telephone interviews with the private sector, 
including importers and exporters as well as other relevant business associations. Closed 
ended questionnaires were distributed to 25 companies in Jakarta and Surabaya, of which 
a total of 18 responded. Six interviews were made of the respondents to the closed ended 
questionnaire. Of the total 18 respondents, nine are forwarding companies, five are 
registered importers and the remaining are imports producers. The sample shows a 
variety of business entities, from small forwarding firms to multinational manufacturing 
companies.  

The survey results are presented in this section. Firstly, we examine the findings 
from the private sector questionnaire on the current situation of trade facilitation 
measures, and include information obtained during interview sessions with selected 
private sector actors. Secondly, we discuss priorities of improvement for relevant 
measures. Complete survey results are also presented in Annex 2 of the paper. 

                                                 
9 Available at www.artnetontrade.org under the trade research programme 2004-5, thematic study on trade 
facilitation. 

http://www.artnetontrade.org/


3.1. Perceived level of trade facilitation and implementation of GATT Articles 
V, VIII, and X 

The questionnaire includes one general question to capture overall evaluation on the 
implementation of trade related procedures and regulations; whether they are improving, 
similar or worsening in recent years (say last 5 years). Most of them (14 respondents) 
state that implementation of trade related procedures are improving, while the rest do not 
see significant changes during the time. During interviews, several traders mentioned 
their appreciation for the recent reform program from the Directorate General of 
Customs.  

Table 4. Most Problematic Areas of Trade Related Procedures 

Most 
Problematic

Second Most 
Problematic

Third Most 
Problematic

Obtaining an import license 11.1 0.0 5.6

Tariff classification 16.7 11.1 16.7
Submission of documents for 
clearance

0.0 5.6 11.1

Identification of origin of the goods 0.0 0.0 5.6

Payment of fees and penalties 22.2 27.8 16.7
Customs valuation 27.8 11.1 16.7
Technical or sanitary requirements 5.6 16.7 5.6
Inspection and release of goods 16.7 27.8 22.2

Percentage of the Respondents Seeing the 
Areas Below As:

  
Source: Private Sector Survey 

Another general question tries to capture the private sector’s perception of the 
most problematic measures in facilitating trade. Table 4 shows the distribution of 
respondents in looking at the most problematic areas of trade related procedures. Most of 
the respondents see customs valuation as the main problem of facilitating trade, followed 
by payment of fees and penalties.  

3.1.1. Information-related measures 
Several queries in the questionnaire are dedicated to information related 

measures. They capture the private sector’s perceptions of the availability of information, 
notification of proposed changes and new regulations, and the consultation mechanism. 
More than 61% of respondents agreed that information regarding trade related regulations 
and procedures have been widely available and can be conveniently obtained. Yet, six 
respondents find it difficult to obtain such information. 

The case is slightly different when we are looking at the private sectors’ responses 
regarding information on proposed changes and new regulations. Most of them, some 
72.2%, do not think that the current mechanism ensures relevant parties can collect 
information on new regulations prior to implementation. A similar pattern of responses 
can also be observed regarding consultative mechanism. Table 5 presents private sectors’ 
responses on selected information-related measures. 



Table 5. These Measures are Provided in Effective Manners 
Formal Regulation

Agree Disagree No Opinion
Publication of Regulations

Publicly available and easily 
accessible 61.1 33.3 5.6

Obligation to publish in 
the State Gazzete

Sufficient information about 
changes and new regulations 27.8 72.2 0.0

No regulation concerning 
such information

22.2 61.1 16.7 No formal mechanism

Private Sector Respondents

Existence of formal and effective 
consultative mechanism  

Source: Private Sector Survey 
 

As mentioned above, communication and availability of information are among 
the most important problems related to trade and customs regulations. Lack of 
communication and information is not only observed between the authorities and 
stakeholders, but also between officials from different authorities, or even from same 
agencies. From our interviews with relevant private sector actors, there are several 
important areas of concern related to the availability of information. 

The first, and perhaps the most serious problem, is that the new regulations are 
not communicated well to stakeholders. As there are no specific guidelines for 
publication of relevant regulations, policy towards dissemination is sporadic. Some 
agencies, such as customs, provide prior notification of new regulations to stakeholders 
selectively, particularly to the association of traders and forwarders as well as some 
foreign country representative. However, other agencies do not bother to give such 
notification.  

There are many cases when traders face difficulties in meeting certain regulations, 
or meeting procedures based on new regulations, as they are issued and implemented at 
the same time, without providing any notification. Some traders mention that policies 
over prohibited or special importing goods, which are revised quite frequently, are rarely 
communicated to traders. Traders often find themselves suddenly unable to import certain 
goods due to the change in regulations, already having made arrangements for the trade. 

The second serious problem observed in the interview is the interpretation of new 
regulations. When in some cases new regulations are communicated quite well to 
stakeholders, problems arise regarding the implementation of the regulations in the field. 
Some stakeholders who were already notified and informed of the new regulations 
encounter different situations than those of which they were informed. Sometimes 
customs officers in service offices are unaware of new regulations or changes to them. 

This is a result of various factors both from internal organization, such as the lack 
of internal communication channels, and external factors, such as the fact that there are 
hundreds of ports and customs service offices throughout Indonesia. These combine to 
make it difficult to disseminate information to all levels of officials. Different 
interpretations might also take place over existing regulation and rules. Some traders 
mentioned difficulties when importing products with manual books or CDs. The books 
were supposed to be treated as part of the products, not as separate items; however in the 
field, customs officers sometimes treat them as separate import goods, and subject them 
to different regulations. 



The third problem, rarely mentioned by traders who participated in the survey 
before it was explicitly brought up during the interview, is the lack of consultative 
mechanism. As explained in the previous section, there is no formal consultative 
mechanism between stakeholders and authorities. Most recommendations from the 
private sector are addressed via informal and personal channels. Customs officers usually 
conduct meetings with private sector actors and other stakeholders periodically to obtain 
feedback and comments on regulations and Customs activities. Yet there is no specific 
guideline for a consultative mechanism. The fact that many private sectors do not see it as 
a serious problem partly explains why there is no serious effort to form a formal 
consultative mechanism. 

3.1.2 Procedures of export and import 
In general, respondents in this survey agreed that procedures related to export and 

import have been improving recently. Most of them (14 respondents) mentioned that 
automation and computerization of customs procedures and payment of duties greatly 
contributed to a more efficient process. While there are several difficulties and problems 
regarding the automation, as will be explained in the next section, private sector 
respondents agree that it has been properly implemented to support international trade 
activities. Table 6 presents respondent’s answer to questions related to select trading 
procedures. 

A large number of respondents see that documentation requirements have been 
quite significantly simplified. Most of the required documents have adopted international 
standards and formats, allowing traders to fill them more conveniently. Other trade 
related procedures that have been perceived as properly implemented are the appeals 
mechanism and advance ruling. Although ruling facilities might not be fully 
implemented, as explained in the previous section, most of the private sector has obtained 
significant advantages on the current level of implementation, since it leverages the level 
of certainty. As a specific and clear appeal mechanism is available for respective parties, 
particularly with regard to customs matters, most traders agreed that it contributes 
substantially to the creation of a better trading environment. 

However, the integrity of field officers and certainty over the implementation of 
relevant procedures are perceived to be more problematic. Around 78% of the 
respondents agree that the integrity of officers is still low, and the implementation of 
related procedures is still ambiguous. These problems increase uncertainty, which in turn 
lower Indonesia’s products competitiveness. 

 
 
 
 
 
 
 
 
 
 



Table 6. These Procedures Have Been Simplified and Implemented Properly 
Formal Regulation

Agree Disagree No Opinion

Effective Advance Rulings 72.2 22.2 5.6
Not legally binding 
advance ruling

55.6 33.3 11.1
Internal appeal 
mechanism

22.2 77.8 0.0
Efforts to improve 
integration

33.3 66.7 0.0

Standardized and 
harmonized 
documentation

88.9 11.1 0.0
Efforts to improve 
integration

83.3 16.7 0.0 Introduction of EDI

Private Sector Respondents

Efficient computerized and automated 
procedures 

Simple and Effective Appeal 
Mechanism

Certain and Uniform Implementation 
of Trade Procedures

Excessive Documentation 
Requirements

Easy to Submit Documents

 
Source: Private Sector Survey 
 

Interviews with several private sector actors from different commercial 
backgrounds reveal some problems they think need to be addressed to provide better 
international trading environments, as follows: 

Product Classification and Customs Valuation. Some interviewed private sector 
traders mentioned that the determination of product classifications is sometimes vague 
and draws disagreement between the importers and officials. Although Indonesian 
customs widely publishes tariff books every year, together with a description and 
explanation of each tariff line and its related products, information regarding these 
matters needs improvement. This problem is partly related to the limited understanding 
on rules and regulations from both officials in the field and users. Advance ruling and 
customs advice on classification problems have led to considerable resolution of this 
problem. More effective implementation of customs advice, via more active consultation 
and information desks, might reduce disputes on product classifications. It is also 
necessary to encourage the private sector to participate further in technical training 
programs for customs offices in order to upscale capacities for product determination. 

The same problem also arises in evaluating products for customs purposes. 
Although Indonesia has adopted customs valuation principles as described in GATT 
Article VII, it attracts controversies and critics from traders and foreign related parties. At 
the moment, DGCE applies six different methods on valuing imported goods, ranging 
from the transaction value of good, to valuation determined by customs officials, which is 
based on the value of similar goods or a price database.  

Private sector respondents pointed out that customs officials often base their 
evaluation on their personal judgment rather than the transaction value of the imported 
goods, which usually results in prices higher than the real value of the goods. Customs 
officials argued that this practice is a way to counter under-invoicing. The database used 
by customs offices consists of two types of price databases. The first database, compiled 
by customs headquarters, is based on price information of respective goods, while the 
second, developed by local offices, is based on previous entry documents of similar and 



identical products. The database is linked to the EDI system on import declaration, which 
automatically checks the declared price. When the price from importers is out of the 
range determined by the database, importers need to clarify the discrepancy.  

Automated Procedures. There is no doubt that the automation and 
computerization of trade related procedures significantly contributes to enhanced 
efficiency. However, there are several challenges related to automation. One frequently 
mentioned problem is the system’s high sensitivity to small errors, such as mistakes on 
entering importer registration numbers. The current EDI system automatically blocks the 
process of entering import declarations without providing any explanation. Users need to 
repeat the entire process again when this error occurs. Immediately stopping the system 
prevents users from locating their mistakes and taking proper action to cope with the 
situation. 

Limited utilization of the EDI system is also pointed out as an aspect needing 
further improvement. Currently there are only 9 customs service offices in 5 ports and 2 
airports. Although these offices cover around 85% of current cargo traffic, private sector 
respondents noted strong interest in the immediate use of the EDI system in many other 
locations. They admitted that the system reduces the possibility of illegal actions between 
traders and officers, and expected to have more systems available in other places. 

Risk Management and Audit. As previously explained Indonesia is currently 
applying a risk management system that allows customs officials to categorize imported 
goods in order to treat them according to their associated risk. Although this system is 
described quite comprehensively in regulations and information from DGCE, private 
sector respondents complained that in practice it is somewhat unpredictable. While the 
risk assessment is conducted based on specific criteria, such as importer profile and  
commodity characteristics, officials in the field often act cautiously by directing cargo to 
the red channel and conducting inspections. Currently, on average 35% of import activity 
is directed to the red channel, 58% to the green channel and the rest enjoy priority 
treatment (7%)10. 

Private sector respondents also complained that the reasons underlying 
categorization of commodities as high risk, which then forces them to undergo 
inspection, are ambiguous and change rapidly. While most of the high risk commodities 
are hazardous and require inspection, some of them are categorized as risky commodities 
to serve unrelated objectives. For instance, the government recently decided that 
imported textile and garment products are high risk commodities, directing them to the 
red channel to undergo physical inspection. The decision is intended as the government’s 
scheme to compensate the domestic textile and garment industry for the increasing oil-
prices. 

3.1.3 Fees and charges 
While most private sector respondents agreed that fees and charges for carrying 

out main trading procedures are quite reasonable, they also pointed out the persistence of 
illegal fees. Although illegal fees have recently seen declining levels,thanks to the 

                                                 
10 This figure is based on the number of import document. In term of volume of import, the red, green and 
priority channel serves 26%, 70% and 4% respectively. 



introduction of automatic and computerized procedures, this remains a significant 
problem. Figure 3 describes the private sector’s perception of the fees and charges related 
to trading procedures. 

Private sector respondents mentioned during interviews that illegal and additional 
payments frequently arise when customs inspections are required, particularly when high 
risk commodities are involved. Some additional charges are related to services required 
during the inspection, such as towing of the containers or other relevant activities. These 
charges, however, are not explicitly defined and usually have to be paid at the time of 
inspection. This practice opens the possibility of illegal charges. The amount of charges 
usually differs between traders and depends on persons in charge. Explicitly publishing 
the schedule of payment of these additional services is needed to remedy customs 
inspection inconsistencies. 

 
Table 7. Fees and Charges  

Formal Regulation
Agree Disagree No Opinion

38.9 61.1 0.0

61.1 33.3 5.6

61.1 33.3 5.6
Efforts to improve 
integration

Private Sector Respondents

Prevalence of Illegal fees

Regulated through 
government regulations

Reasonable fees and charges

Reasonable fines and penalties

 
Source: Private Sector Survey 

3.2. Trade Facilitation Priorities of the private sector 
The private sector survey also collected information on priorities in trade 

facilitation improvement according to the perspective of business entities. One question 
inquired about which trade facilitation measure among those discussed in the survey 
should receive high priority (see figure 1). Most respondents (39%) ranked the uniformity 
of rules and regulations and integrity of field officers in first place, and other measures 
related to information (28%) in second. Other measures, such as coordination among 
different authorities, might not be seen as priority aspects for more improvement, 
although it would bring substantial benefits to the business sector. This might be so 
because these “priority” measures directly affect the private sectors’ performance in 
conducting international trade activities. 

In more detailed questions, the respondents are asked whether the selected trade 
facilitation measures need improvement and how they would prioritize them. Figure 4 
presents the result of each question for the respective measures. Again availability of 
information and integrity of officials ranked quite high. Out of 18 respondents, 12 agreed 
that information availability is among the first priority to be improved, while 
improvement of work integrity of officials received quite serious attention. Considerable 
concern over the improvement of coordination among authorities is also observed in the 
survey reponses. 
 
 
 



 
Figure 1 Are These Areas Priority for Improvement? 
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In the interview with selected private sector respondents, several trade facilitation 
priorities were discussed further, including: 

Publication and Information. As described, availability of information on trade 
related regulations and procedures, particularly the new rules, remain major concerns of 
the private sector. There are several priorities for improvement identified in the interview 
regarding the availability of information. 

− Relevant government authorities need to set up faster and reliable methods to 
ensure wider dissemination of information. One possible way is to improve the 
functionality of the internet websites of particular authorities. While most 
government agencies have launched their own websites, utilization remains very 
low. A periodical, such as a monthly magazine from the Directorate General 
Customs and Excise, might be utilized to disseminate more information, as it 
can be widely available and more accessible to the public. 

− The government should specify formal guidelines regarding prior-notification of 
proposed changes and new regulations. A specific date of enforcement of the 
new regulations or rules should be defined specifically in the guidelines to allow 
sufficient time for parties to make preparations. The related government 
authorities should ensure that correct information is widely known by officers in 
the field, in the same sense it is informed to the public. 



Professional Integrity of Officials. Improvement of administrative arrangements and 
professional integrity of related trade officials are among the most important measures to 
be taken in trade facilitation. Traders complain that improper conduct of trade-related 
officials do not only cost them more money, but also slow down their activities, which 
might lead to the loss of business opportunities and substantial market share. One study 
on the cost of doing business in Indonesia estimates that illegal levies among customs 
officials reached US$800 million or equivalent to 2.3% of total import value per year. 
Some private sectors and government officials involved in this survey suggested that the 
estimated figure from the study might be too high and include other parties related to 
trade activities, not only customs officials. But they also agreed that rampant illegal 
charges and improper conduct need to be resolved, otherwise Indonesia’s already low 
product competitiveness will to continue to erode. 

The Government of Indonesia has taken several steps towards cleaner trade 
activities, such as introducing a code of conduct for officials and opening a hotline 
service for the private sector to submit complaints. However, the result is yet to be 
realized. One shortcoming in the efforts to improve professional integrity and reduce 
improper conduct is the lack of mechanisms to allow participatation of external parties. 
While many government agencies have set up teams and committees to ensure programs 
are implemented, they usually do not involve the private sector and other external parties 
to push for further improvement. Thus a formal consultative mechanism has to be 
established to allow more inclusive participation. 

Coordination among relevant authorities. International trade activities require the 
involvement of various government agencies. Efficient and effective coordination and 
cooperation among all agencies through proper inter-agency coordination units are 
crucial to the facilitation of international trade. Concerns over coordination among trade 
related authorities were identified in the interviews with traders and other related parties. 

− Overlapping, and sometimes conflicting, regulations from different agencies are 
frequently applied to certain imported goods. There were several cases that 
certain products need to be imported by authorized importers according to 
regulation from a respective authority, while it is allowed to be imported by 
general importers according to regulations from other agencies. 

− Lack of communication between different agencies makes changes of 
regulations and procedures often not immediately implementable. Traders that 
obtain information on the new rules might not immediately obtain access to the 
new facilities and/or services.  

− There are simply too many documents and requirements that need to be 
submitted to different authorities. Moreover, the information that should be 
provided is more or less the same each time. The Ministry of Trade, for 
instance, requires traders to register and supply information regarding their 
activities, while for customs purposes, DGCE imposes similar requirements to 
traders and other parties performing international trade activities frequently. 
Similar trade related documents must also be submitted to a number of different 
agencies in order to get supporting document for trade clearance. 



All the above problems are the consequences of lack of coordination among trade 
relevant agencies. The private sector expressed deep concern with these problems, as it 
increases unpredictability regarding trade procedures, which in turn increases business 
costs. Lengthy and duplicated trade procedures, a result of lack of coordination, also 
increase the need for human interaction between relevant officials and traders. This opens 
the possibility of illegal conduct from both parties. 

One solution is to establish a system that allows traders to receive “one-stop 
service” in dealing with import and export procedures, widely known as a single window 
system. This system allows business entities and authorities to communicate 
electronically on each procedure needed in international trade. Authorities can enhance 
coordination among themselves, minimizing overlapping and conflicting regulations, 
while at the same time reducing different interpretations between officials. The system 
will significantly cut down the import and export clearance process as information and 
documents would need to be submitted only once for all necessary procedures. Human 
interaction will also be reduced leading to fewer possibilities for illegal conduct. 

 

4. Implications for the WTO Negotiations on Trade Facilitation 

4.1.  Priority TF measures to be considered for inclusion in the WTO TF 
agreement 

As discussed in the previous section, Indonesia continue to adopt various 
measures on trade facilitation currently discussed in the WTO. However, the degree of 
implementation of such measures requires improvement. 

4.1.1.  Measures Related to Article X 
The government of Indonesia implemented various actions regarding publication 

of regulations. Regulations and information on procedures related to exports and imports 
are available through several media, including the internet, and periodical publications. 
However, the implementation of these measures needs some improvement. New 
regulations and rules take some time to be socialized. Information on new regulations and 
rules are also difficult to distribute to authorities much less the wider public, leading to 
confusion and uncertainty on the implementation of new regulations. Measures that 
require immediate publication of regulations as soon as possible might provide a solution 
to the problem. The availability of enquiry points and consultation desks should be 
considered for inclusion in the WTO TF agreement. 

Formal consultative mechanisms and clarity on the time period before new 
regulations take place are also important in ensuring transparency and effective 
governance among relevant agencies and the business community. Although many 
agencies effectively consult and communicate with relevant business sectors this depends 
on personal relationships and specific policies of certain officials currently in charge. 
Such practices often come to an end when the officials are replaced. These measures need 
to be discussed in the WTO TF agreement. 



Improvement of administrative arrangements and professional integrity among 
officials are priority measures to be discussed in the WTO TF agreement. The proposed 
measures should take into account the increased participation of the business community 
and wider public in developing the professional integrity of officials and increasing the 
certainty of implementing trade procedures. Such participation will provide external 
forces and incentives to ensure improvement of staff integrity and reduction of improper 
conduct. 

4.1.2. Measures Related to Article VIII and V 
Among the various measures related to Article VIII, improvement of risk 

management system is among the most important to be discussed in the WTO TF 
Agreement. The availability of simple procedures for pre-arrival clearance and 
unambiguous criteria for risk assessment procedures are perceived to be significant 
aspects of trade facilitation. While Indonesia has implemented numerous activities to 
support a risk management system, there remains room for further improvement, such as 
constructing a better criteria for priority treatment of products and importers, such as 
faster clearance time and no need for physical inspection. 

Measures intended to enhance cooperation and coordination between several 
agencies related to trade should also be included in the TF Agreement. A single window 
system might provide a good solution. However, the problem is that there is insufficient 
communication between agencies, particularly on the formulation and implementation of 
regulations. This can be solved by implementing various actions and measures that allow 
greater exchange and information.  

Currently, Indonesia distinguishes goods in transit and transshipment, each 
subject to different customs treatment. Uniformity of treatment between those two 
activities is required to facilitate trading activities. Providing this uniformity may not 
directly promote Indonesian trading activities but would benefit Indonesian exports and 
imports goods transiting in third-party countries. 

4.2. Special and differential treatment 
WTO discussions on trade facilitation cover a broad range of measures. Although 

implementation of those measures will be beneficial to the trading activities of member 
countries, the degree of implementation might depend on the specific situations of each 
individual country. One factor that might hold back the acceptance of a single criterion 
for trade facilitation measures is the different abilities and capacities of member 
countries. Developed countries might have stronger capacities to comply with agreed 
criteria, but developing and less developed countries do not carry sufficient capabilities to 
implement such measures. Other factors, such as variety in geographical conditions and 
different institutional arrangements in each member country, make special and 
differential treatment more important. 

Special and differential treatment within the context of trade facilitation should 
take into account all of these relevant factors. Thus, the treatment must go beyond 
provision of longer transitional implementation periods. While this type of special 
treatment might cater to the needs of developing and less developed countries to attain 
certain levels of facilitation within longer period of time subject to their capacity, it does 



not allow particular countries to develop different types of facilitation measures 
according to their needs. 

Recognizing this situation Indonesia might require special and differential 
treatment in several trade facilitation measures. At the moment Indonesia does not 
implement legally binding advance ruling in both the classification and origin of 
imported products, due to the inability of administrative arrangements to overcome 
unexpected impacts of such measure. Mistreatment and manipulation of certain facilities 
are quite common in Indonesia; smuggling usually takes advantage of such facilitation, 
due to the lack of control and monitoring action. Longer periods of implementation for 
advance ruling might be needed to prepare necessary institutions and administrative 
arrangements for facilitation measures. Indonesia might also find difficulties in 
implementing various measures related to goods in transit. The archipelagic situation of 
the country requires special arrangement on transiting goods and ships that may not fully 
comply with the upcoming agreements related to goods in transit. 

4.3. Capacity Building Needs 
There is no doubt that implementation of trade facilitation measures will benefit 

countries. However, the implementation of such measures often involves development of 
infrastructure and facilities required to carry out the measures. For more developed 
countries, the requirements might be easy to fulfill. But developing countries like 
Indonesia often find difficulties in implementing the measures due to limited capacity. 
Therefore technical assistance and support for capacity building to developing and less 
developed countries is necessary to allow member countries to fully participate in the 
negotiation and provision of trade facilitation measures. 

Indonesia already submitted initial proposals on its capacity building needs and 
priorities. The list of proposed capacity building programs includes the provision on the 
internet of trade facilitation information in several custom service offices, ports and 
airports to allow traders to obtain required information. Provision of better infrastructure 
and increased capacity for trade related officials on risk management techniques also 
shape part of Indonesia’s proposal for capacity building. Among the more important 
aspects in capacity building is the establishment of a National Single Window system to 
improve coordination among relevant agencies. It is expected that the single window will 
increase efficiency in facilitating trade and accelerate export and import procedures.  

Indonesia might also need capacity building to improve various trade facilitation 
measures currently under implementation. On measures related to dissemination of 
relevant information, Indonesia should set up an information system that allows the wider 
public to find information related to trade easily from separate institutions. Despite the 
recent development that each individual agency provides information on their respective 
websites, the public often finds it difficult to obtain cross-agency information related to 
trade. A well designed system would not only link websites of different agencies, but also 
allow the public to find relevant information from different institutions. Technical 
assistance might take place in establishing such a system. 

Capacity building may also be particularly important to implement measures to 
improve coordination among authorities responsible for trade activities. While the 
government of Indonesia is planning to have a national single window system that will 



significantly improve coordination, this effort might be difficult to implement in the near 
future. Lack of substantial cooperation between the authorities makes it difficult to assign 
certain agencies to undertake improvement activities. External technical assistance that 
has the flexibility to act across different agencies will accelerate such improvement. 

Technical assistance and capacity building programs are also required to improve 
several measures related to export and import formalities, including release and clearance 
procedures. Currently the EDI system is still limited to only a handful of custom areas. 
Wider use of an electronic system in many other areas will improve speed of information 
flows needed in facilitating trade. A better clearance system and the associated risk 
assessment criteria will give higher certainty and reduce transaction costs, including 
improper conduct of officials in the field. 

4.4. Binding commitments 
Initiatives towards simplification and harmonization of trade procedures and 

practices have been discussed in many international fora. Most of the agreements are on a 
voluntary basis and do not have legally binding commitments. Multilateral agreement in 
trade facilitation ensures that related measures are taken by most countries, providing 
more comprehensive benefits from trade liberalization. However, this agreement should 
be based on legally binding commitments. The lack of discipline in implementing 
relevant measures may lead to reluctance and refusal from several member countries. 

One possible approach to deliver such commitment is to provide a time schedule 
of expected implementation for some specific agreed to measures. Recognizing differing 
states of implementation and capacities of member countries, commitments should be 
clearly defined for each group of members to implement relevant measures in trade 
facilitation. This approach has been taken in several international initiatives related to 
trade facilitation. Indonesia has good experience in the implementation of customs 
agreements under the ASEAN initiative, which set definite time tables for each measure 
taken by its member countries. 

Another possible approach is to establish a set of quantifiable indicators to 
measure the benefit of implementing certain trade facilitation measures. The Shanghai 
Declaration of APEC member countries, for example, stated the objective of reducing 
transaction costs of member countries by 5 percent by 2006 through trade facilitation 
measures. This approach requires development of methods of quantification for a wide 
variety of trade facilitation measures. However, despite complications in establishing the 
indicators, this approach gives more flexibility to each member country in facilitating 
trade according to their specific capacities and situations. While APEC member countries 
agreed to determine the implementation of trade facilitation measures in terms of 
transaction costs, other indicators might be relevant for the evaluation. 

4.5. Scope of WTO trade facilitation negotiations and agreement 
The scope of trade facilitation negotiation in the WTO is limited to measures and 

actions related to the following three articles: GATT Articles V (freedom of transit), VIII 
(fees and formalities related to importation and exportation), and X (publication and 
administration of trade regulations). These GATT articles center on the simplification and 



harmonization of international trade procedures, including customs and border crossing 
procedures. 

The scope of negotiation in the WTO might seem to be very narrow and to not 
address a considerable number of problems in trading activities. Facilitation of trade is 
also required in many other areas related to trade such as standards and conformance, 
problems in trade infrastructure and facilitation of trade related services. However, the 
approach allows member countries to deal with specific problems first before going 
ahead with different priorities. Even with a specific and limited scope of trade facilitation 
measures, WTO negotiation is unlikely to reach an agreement on very specific trade 
facilitation measures easily. Some developing country members, while supportive of the 
basic goals of trade facilitation, expressed their reluctance to commit to new legal 
obligations in the WTO.   

Therefore, the scope of negotiation and agreement in WTO trade facilitation 
should be kept to the current discussion. The most important thing is not to broaden the 
scope of negotiation, but instead to reach agreement toward improvement of currently 
discussed trade facilitation measures. 



Conclusions 
Indonesia has already implemented various trade facilitation measures currently 

discussed in the WTO TF negotiation. However, the degree of implementation of those 
measures needs significant improvement in order to provide simplified and harmonized 
procedures related to trade. In response to increasing demand for better public services 
related to trading activities, the Government of Indonesia has launched a number of 
programs to improve trade procedures, including a customs related administration 
program. The programs are also in line with several international agreements on trade 
facilitation, in which Indonesia has actively participated. Those include the APEC Trade 
Facilitation Action Plan and ASEAN Customs Agreement. 

A survey of private sector actors from different lines of business activities reveals 
that the implementation of several trade facilitation measures needs significant 
improvement. While the availability of information related to trading activities has shown 
significant progress, this remains the most problematic issue. There are many cases when 
traders face difficulties in meeting certain regulations and procedures based on new 
regulations, as they are issued and implemented at the same time, without any 
notification whatsoever. The lack of formal consultative mechanisms exacerbates the 
situation even further. Rampant illegal conduct of officials has eroded the 
competitiveness of Indonesian products. Traders complain that improper conduct of 
trade-related officials do not only increase costs, but also slow down their activities, 
which might lead to the loss of business opportunities and substantial market share. 
Improvement of administrative arrangements and professional integrity among officials 
are among priority measures to be taken and discussed in the WTO TF agreement. 

While recognizing benefits from better trade facilitation arrangements, as a 
developing country, Indonesia is likely to seek special and differential treatment in the 
implementation of certain measures under the WTO TF Agreement. Special and 
differential treatment within the context of trade facilitation should take into account 
several relevant factors, including different capacities of member countries, and variety 
of situations in providing facilitation. The need of special treatment is also related to the 
need of technical assistance and capacity building. The legally binding commitment of 
WTO TF negotiation requires substantial resources for implementation. Therefore 
technical assistance and support for capacity building to developing and less developed 
countries is necessary to allow member countries to fully participate in the negotiation 
and provision of trade facilitation measures. 

Negotiation of trade facilitation in the WTO is an opportunity for Indonesia to 
improve its trade performance and competitiveness. Through active involvement in the 
negotiation and compliance with the measures agreed upon, Indonesia will ensure the 
success of its on-going unilateral trade facilitation reform efforts. 
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Annex 1. Self Assessment Checklist for WTO Trade Facilitation 
Negotiations 

 
  

Question Response
Comments and 

precisions 
    [Yes=1; No=0]   
        
  Questions/Issues related mainly to Article X (publication and administration of trade 

regulations) 
  PUBLICATION/AVAILABILITY OF INFORMATION   
1 Is any of the following published?    
  laws· 1   
  regulations 1   
  documentary requirements 1   
  standard operating practices 1   
  standard processing times 1   
  specific customs procedures 1   
  tariff classification 1   
  valuation 1   
  exemptions, prohibitions, restrictions 1   
  duty & tax rates 1   
  fees and charges 1   
  administrative arrangements & 

requirements 1   
  management plans 1   
  rulings 1   
  judicial decisions 1   
  agreements with other countries 1   
  other?    
      
2 Is relevant Customs and trade related 

information made available via the 
internet? 1 http://www.beacukai.go.id

      
3 Is relevant Customs and trade related 

information made available in:    
  Customs offices 1   
  embassies 1   
  consulates 1   
  trade missions/offices 1   
  government buildings/offices 1   
  public buildings/offices 1 At International Airport and Seaport 
  other?    
      
4 Is relevant information made available 

in English, French or Spanish? 1
Bi-Lingual Website (Inde-Eng) still 
under development 

5 Does Customs charge for information 
provided? 0   

http://www.beacukai.go.id/


6 When charges are made, are costs 
limited to only the service provided? - See answer no. 5 

7 Is information relevant to any proposed 
changes or new requirements made 
available sufficiently in advance for 
interested parties to take account of 
them? 1   

8 Does Customs publish all proposed 
changes or new requirements in 
advance of the entry into force? 1   

9 Do stakeholders have the opportunity to 
contribute/develop/influence/question 
all proposed changes of new 
requirements in advance of the entry 
into force? 1   

10 Does Customs invite comments from 
the public and trade on all proposed 
changes or new requirements in 
advance of the entry into force? 1   

      
11 Has Customs established information 

services such as:    
  client/help desk 1   
  enquirey point 1   
  customer/trader contacts 1   
  call center 1   
  other?    
      
  Rulings    

12 Does a system exist of national 
legislation establishing appropriate 
provisions for binding rulings by 
Customs? 1   

13 Does national legislation provide for 
Customs to furnish rulings within a 
specified period? 1   

14 Are fuling processes established with 
specific time limits? 1   

15 Do ruling procedures provide the 
opportunity for appeal with review 
and/or judicial process 0   

16 Does the administration provide binding 
rulings for:    

  valuation 1   
  classification 1   
  origin 0   
  other Customs purposes?    
      
  Appeals and Review    

17 Are internal appeal and review 
mechanisms established? 1   

18 Are internal appeal and review 
mechanisms independent? 1   

19 Are provisions established for an 
initialappeal to Customs? 0   



20 Are provisions established for a further 
appeal to an authority independent of 
Customs? 0   

21 Are provisions established for a final 
right of appeal to a judicial authority? 1   

22 Do appeal processes have specific time 
limites? 1   

23 Are goods released pending the 
outcome of an appeal? 0   

24 Is a security of other form of guarantee 
required? 1   

      
  Management    

25 Are systems in place to monitor and 
evaluate the performance of Customs 
against established standards and/or 
indicators? 1

Code of Conduct Committee at 
Department of Finance 

26 Are training programmes established 
for Customs clearance procedures 1   

27 Are all Customs staff given training on 
integrity matters? 1   

28 Has a Code of Conduct/Code of Ethics 
been developed and implemented by 
Customs? 1   

      
  Systems and Procedures     

29 
Is the customs automated? 1

Using Electronic Data Interchange 
(EDI) 

30 Is electronic filing of entry documents 
provided for? 1   

31 
Do customs and other agencies share 
information electronically? 1

For data statistic purpose with 
Department of Trade not as a 
Single Window System 

32 Are pre-arrival clearance procedures 
used? 1 Using Pre-Notification facility 

33 

Does the administration grant 
immediate release/clearance 
procedures to any category of goods? 1

Granted to authorized importer 
(priority channel) and under certain 
customs facility such as rush 
handling, express consignment 
except for restriction and 
prohibition goods 

34 Does the administration specify a 
minimum value/minumum amount of 
duties and taxes below which no duties 
and taxes will be collected? 0   

35 
Do you have separate expedited 
procedures for express consignment 
shipments? 1

Decree of Director General of 
Customs and Excise Number: 
KEP-78/BC/1997 juncto KEP-
83/BC/2002 

36 Can data be submitted prior to arrival of 
the godds? 1   

37 
Can goods be released prior to 
completion of all clearance formalities? 1

Using simplified procedure for 
authorized importer on priority 
channel 



38 
Do you have weight or value 
restrictions for express consignment 
shipments? 1

Decree of Director General of 
Customs and Excise Number: 
KEP-78/BC/1997 juncto KEP-
83/BC/2002 

39 Does the administration use risk 
analysis to determine which goods 
should be examined> 1   

40 Do Customs control systems include 
audit based controls? 1   

41 Does the Customs administration 
authorize persons with an appropriate 
compliance record for simplified and 
special procedures 1   

42 For authorized persons 
*  can goods be released on the 
provision of minimum information with 
full clearance being finalized 
subsequently-can goods be cleared at 
the declarant's premises 
*  other 1   

      
  Questions/Issues related mainly to Article VIII (Fees and Formalities connected with 

importation/exportations) 
43 Does the administration charge for the 

provision of information to the trade? 0   
44 

Do fees for customs processing reflect 
the cost of services rendered? 1

Customs User Free of called 
PNBP=Penerimaan Negara Bukan 
Pajak 

45 Are fees published? 1   
  the amount? 1   
  time due? 1   
  entity assessing the fee? 1   
  how payment can be made? 1   

46 Are fee amounts published on the 
internet? 1   

      
  Questions/Issues related mainly to Article V (Freedom of Transit) 
  General    

47 Have international transit systems been 
implemented? 1   

48 Have regional transit systems been 
implemented? 0   

49 Is the Customs territory a landlocked 
country? 0   

50 Are transit corridors established within 
the Customs territory? 1   

51 
Are transit routes prescribed? 0

Confirmation is needed with 
Department of Transportation 

52 Are transit routes agreed in consultation 
with trade operators? 0

Confirmation is needed with 
Department of Transportation 

53 Is abuse of the Customs transit system 
a concern in the Customs territory? 1   

54 Is a strict route stipulated for all high 
risk goods? 0

Confirmation is needed with 
Department of Transportation 

55 Is Customs escort required for all high 
risk goods? 0   



56 Are time limites imposed for transit 
goods? 0   

57 Are current border posts and Customs 
offices suitably located for effective 
transit operations within the Customs 
territory? 1   

58 Are operating hours coordinated with 
other Customs administrations? 1   

59 Are controls and responsibilities at 
border posts coordinated with other 
border agencies? 1   

60 Are controls and responsibilities at 
border posts coordinated with other 
country's Customs administrations? 1   

  Documentation    
61 Is a Goods declaration required for all 

goods in transit? 1   
62 Is a standardized Customs transit 

declaration/document in use? 1   
63 Have documentary requirements for 

transit coordinated with other border 
agencies? 0   

64 Are documentary requirements for 
transit coordinated with other border 
agencies? 0   

65 Are simplified transit declarations in 
use? 1   

  Securities and Guarantees    
66 Are goods in transit relieved of the 

payment of duties and taxes? 1   
67 Are any fees and charges levied in 

connection with Customs transit? 0   
68 Has an international guarantee system 

been implemented? 0   
69 Are securities and/or guarantees 

required for all goods in transit? 0   
70 Are cash deposits required for goods in 

transit? 0   
71 Are securities and/or guarantees 

discharged as soon as the obligations 
have been fulfilled? 0   

  Examinaton    
72 Are examinations for goods in transit 

based on the application of risk 
assessment? 1   

  Authorized Trades    
73 Are simplified procedures established 

for authorized consignors involved in 
the transit procedure? 0   

  Seals and Fastening    
74 Are seals and identification marks 

affixed by foreign Customs accepted for 
Customs transit operations? 0   



Annex II: Private Sector Survey instrument 
 
1. Perceived level of implementation of GATT Articles V, VIII, and X by the private 
sector in Indonesia 

  Issues Average 
Score 

1 Relevant trade and customs procedures and regulations are publicly 
available and easily accessible 

4.9

2 Information about changes in regulations and procedures are made 
available promptly and conveniently to the public 

3.6

3 Laws, regulations and judicial decisions are applied in a uniform, impartial, 
and reasonable manner 

2.7

4 An independent system to appeal trade and/or customs authorities’ 
decisions is available and operates effectively 

4.2

5 A formal and effective private sector consultation mechanism exists, which 
allows traders to comment on proposed changes to regulations and 
procedures before they are issued and implemented. 

3.4

6 An effective advance ruling system is in place, which allows the importer, in 
advance of trade, to obtain binding rules in certain specific areas (e.g., tariff 
classification, customs valuation, origin) 

5.1

7 Documentation requirements for import/export are excessive and time 
consuming 

3.6

8 On average, fees and charges levied on export and import are reasonable 
(i.e., are limited to the cost of services rendered by the authorities) 

3.3

9 Penalties and fines for minor breaches of customs regulation (e.g., due to 
typing mistakes) are small and reasonable 

4.3

10 Irregular and arbitrary payments are often required to expedite release of 
goods from customs 

4.8

11 It is easy to submit required trade documentation to trade/customs 
authorities for approval 

5.4

12 Computerization and automation of customs and trade procedures have 
noticeably reduced average time of clearance 

5.6

13 The treatment of goods and vehicles in transit is non-discriminatory (i.e., 
imported goods are not discriminated based on origin and/or destination) 

4.3

14 Goods in transit are subject to unreasonable transit duties or transit charges 4.2
15 Regulation and procedures for goods in transit are clearly defined and 

widely available 
3.9

16 Vehicles in transit are allowed to use the most convenient routes to their 
destination 

4.3

Note: The scale is 1 to 7 where 1 represent “strongly disagree” to the statement and 7 
represent “strongly agree” 



2. The Most problematic areas in trade facilitation 
  Percentage of Respondents See the Areas 

Below: 
  Most 

Problematic 
Second Most 
Problematic 

Third Most 
Problematic 

Obtaining an import license 11.1 0.0 5.6
Tariff classification 16.7 11.1 16.7
Submission of documents for 
clearance 

0.0 5.6 11.1

Identification of origin of the goods 0.0 0.0 5.6
Payment of fees and penalties 22.2 27.8 16.7
Customs valuation 27.8 11.1 16.7
Technical or sanitary requirements 5.6 16.7 5.6
Inspection and release of goods 16.7 27.8 22.2
Other        

 



3. Trade facilitation needs and priorities in Indonesia 
 

  Issues Average 
Score 

1 Timely and comprehensive publication and dissemination of trade 
rules and regulations (e.g., through the Internet) 

3.5

2 Establishment (or improvement in the effectiveness) of enquiry points 
and/or call centers for up-to-date information on trade procedures 

3.3

3 Establishment (or improvement in the effectiveness) of an appeal 
mechanism outside of the authority of customs or related agencies for 
traders to dispute  customs and other authorities’ decisions 

2.4

4 Establishment (or improvement in the effectiveness) of a consultation 
mechanism through which traders can provide inputs on proposed 
new or amended rules and regulations 

2.7

5 Establishment (or improvement in the effectiveness) of an advance 
ruling system, which allows the importer, in advance of trade, to 
obtain binding rules in certain specific areas (e.g., tariff classification, 
customs valuation, origin) 

2.6

6 Beginning and, if possible, completing clearance of goods before they 
have arrived physically in the Customs territory (based on advance 
submission of good declaration and other documents) 

2.2

7 Separating release from clearance procedures, i.e., allowing goods to 
be released before all clearance formalities have been completed (this 
may be subject to providing a financial guarantee to customs and/or 
post-release audit) 

1.6

8 Reduction and simplification of the documentation requirements for 
import and export procedures 

2.8

9 Harmonization and standardization of documentation requirements 
based on international standards 

2.6

10 Improvement of coordination between relevant agencies, particularly 
on document requirement, e.g., through the establishment of a single 
window for one-time submission and collection of all trade documents 

3.3

11 Computerization and automation of trade procedures, e.g., online 
submission and approval of customs declarations, cargo manifests, 
including electronic payment of fees and customs duties 

3.2

12 Improvement in customs inspection and control procedures, e.g., 
systematic use of risk analysis to determine which good should be 
examined, clearer criteria for “green” and “red” channels and special 
channels for authorized traders and express shipments 

2.4

13 Elimination of bribery and other corrupt practices of officials involved 
in the clearance and release of imported goods 

3.3

Note: The scale is 0 to 4 where 0 represent “lowest priority” of a particular measure, 
while 4 “highest priority” 
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Abbreviation  

 
ASYCUDA =  Automated System for Customs Data 
CTD  =  Custom Transit Declaration 
DoC   =  Department of Customs 
ESCAP = Economic and Social Commission for Asia and Pacific 
FA  =  Financial Assistance 
FGD  =  Focus Group Discussion 
FNCCI  =  Federation of Nepalese Chambers of Commerce and Industries 
FNCSI  = Federation of Nepal Cottage and Small Industries 
FY  =  Fiscal Year 
GAN  =  Garment Association of Nepal 
GATT  =  General Agreement on Tariffs and Trade 
GDP  =  Gross Domestic Product 
GSP   =  Generalized System of Preference 
HAN  =  Handicraft Association of Nepal 
HS   =  Harmonised System 
ICD  =  Inland Clearance Depot 
IMF  =  International Monetary Fund 
ITC  =  International Trade Centre 
LC  =  Letter of Credit 
LDC  =  Least Developed Country 
MOICS =  Ministry of Industry, Commerce and Supplies 
NITDB =  Nepal Inter-modal Transport Development Board 
NMTTFP =  Nepal Multi-modal Transit and Trade Facilitation Project 
NRB  =  Nepal Rastra Bank 
NW II -TRCBP Nepal Window II Trade Related Capacity Building Program 
OECD  =  Organisation for Economic Cooperation and Development 
OGL  =  Open General License 
PAN  =  Permanent Account Number 
PSI  = Pre-shipment Inspection 
SAD  =  Single Administrative Document 
SME  =  Small and Medium Enterprise 
SPS   =  Sanitary and Phyto Sanitary Measures 
TA  = Technical Assistance 
TBT  =  Technical Barrier on Trade 
TF  =  Trade Facilitation 
TIA  =  Tribhuvan International Airport 
TPC  =  Trade Promotion Centre 
TRIPS  =  Trade Related Intellectual Property Rights 
UNCTAD =  United Nations Conference on Trade and Development 
UNESCAP =  United Nations Economic and Social Commission for Asia and Pacific  
WB  =  World Bank 
WCO  =  World Customs Organisation 
WTO  = World Trade Organisation 
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Executive Summary 
 

Trade facilitation is a longstanding and traditional feature of General Agreement on 
Tariffs and Trade (GATT), which is expected to have serious implications for developing 
member countries. This study aims to evaluate the need for and the cost of implementing trade 
facilitation measures in Nepal in the context of the ongoing WTO negotiation.  
 

Nepal initiated market-oriented economic reforms in 1985. Trade liberalization under the 
economic reform was significant. Trade facilitation, however, has received its due attention only 
in recent years. The Government of Nepal introduced the Automated System for Customs Data 
(ASYCUDA) in selected customs offices and implemented a three year (2003-2006) Customs 
Reform Action Plan in the process of TF.  
 

- The major features of the current TF situation in Nepal include: Delays in customs 
clearance; complications in customs valuation; time gap between publication and 
implementation of policies and laws; lack of advance ruling system; low litigation rate of 
appeal; lack of adequate coordination among border agencies and delays in clearance of 
goods in the Kolkatta port. While the systems of advance lodgment, risk assessment and 
audit based control are still at an early stage there, consultative and feedback mechanisms 
between government and traders exist. But traders complain that their suggestions are 
least considered among others.  

 
A small-scale perception survey was carried out among importers and exporters. The 

survey revealed:  
Major perceptions  

- current status of access and availability of information  is normal 
- There is gap between information supply and absorption capacity of SMEs 
-  Document requirement is not excessive and time consuming 
- Fees and charges levied on export and import are reasonable 
- Custom regulation is not a big problem 
- Arbitrary payments are often required to expedite the release of goods 
- ASYCUDA system has not been able to produce desired level of result 

 
 Most problematic factors in conducting trade: 

- Delay in inspection and release of goods 
- Custom valuation 
- Tariff classification 
- Technical and sanitary requirements 

 
Respondent indicated following priority TF needs: 

- Elimination of bribery and other corrupt practices of customs personnel 
- Timely and comprehensive publication and discrimination of trade rules and regulations 
- Establishment of an advance ruling system. 
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Although they are not directly related with TF, respondents gave high priority in human 
resource development and infrastructure development for trade facilitation. 
 
Cost of TF Needs 
 

Despite the difficulty to estimate cost of trade facilitation measures, a very crude 
estimation is done at US$ 34 million, which may need revisions. At this stage, what is important 
is identification of TF measures and priorities. 
 
WTO Negotiations on TF 
 

The WTO members on various aspects of Trade Facilitation have submitted a large 
number of proposals. Some of them are already in practice in Nepal, hence should be easily 
acceptable to it. Some of them are difficult to be implemented due to resource constraint. Such 
proposals can be implemented on best endeavor basis. But some proposals are even not 
acceptable. 
 
Conclusion 
 

Member countries need to be cautious and make concerted efforts to arrive at a consensus 
on the adoption of TF measures, beneficial to all and affordable by member countries. All 
countries need to subscribe a basic package and adopt a gradual implementation mechanism 
from simple to advanced measures. 
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1. Introduction 
 
1.1 Research Context 
 Trade facilitation is the simplification and harmonization of international trade 
procedures, including activities practices, and formalities involved in collecting, presenting, 
communicating and processing data required for the movement of goods in international trade 
(WTO/UNCTAD, 2001)1.  It reduces the transaction cost as well as complexity of international 
trade induced by documentation, procedure and regulations and hence expands trade resulting in 
both economic growth and development. In view of such an important role for trade facilitation, 
many international organizations, including the World Trade Organization (WTO), have 
included it in their scope of work. 

 A number of international agreements hold direct implications for trade facilitation. 
WTO agreements that effect trade facilitation include: the Customs Valuation Agreement, the 
Agreement on Rules of Origin, the Harmonized Commodity Description and Coding System 
(HS), the Agreement on Import Licensing Procedures, the Agreement on Technical Trade 
Barriers to Trade, Agreement on Sanitary and Phytosanitary (SPS) Measures and the Agreement 
on Preshipment Inspection (PSI). Trade facilitation has been a long standing and traditional 
feature of GATT and subsequently WTO agreements. GATT articles V, VIII, and X also directly 
relate to trade facilitation. These articles are related to freedom of transit (Article V), fees and 
formalities (Article VIII), and publication and administration of trade regulations (Article X). 

 Although some provisions of the WTO relate to trade facilitation, it was only included 
in the WTO work program by the Singapore Ministerial Conference held in December 1996. 
Other issues raised in the Singapore Ministerial conference included competition, and investment 
and transparency in government procurement and services. However, the inclusion of these 
issues for negotiation, subject to explicit consensus on the modalities of negotiations, by the 
Doha Ministerial Conference held in 2001 created a sharp division between North and South. 
But, adoption of the August 1st General Council decision, known as the ‘July Package,’ opened 
the way for negotiation on trade facilitation. It identified five priority areas for negotiation, 
which along with agriculture, non-agriculture market accession, services and development, 
include trade facilitation. Thus, trade facilitation is the only ‘Singapore issue’ that survived for 
further negotiation. The other four issues were put on. An agreement on trade facilitation at the 
WTO is expected to have serious implications for the developing member countries. In this 
regard, a research effort has been initiated regarding trade facilitation among a number of 
developing countries in the East and South Asian Region. This research study is aimed at 
supplementing the above mentioned research effort by presenting a case study on trade 
facilitation from the perspective of the Kingdom of Nepal.  

 On April 23, 2004, Nepal became the 147th member of the WTO and its first Least 
Developed Country (LDC) member to enter through the regular accession process. Nepal is a 
least developed country with per capita income of US$ 250 per annum. Surrounded by the 
People’s Republic of China in the north and by India in the south, east and west, it is also a 
landlocked country. It has open borders with India. 

 
1 Business and WTO Negotiation on Trade Facilitation (ITC). 
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Nepal’s trade regime is liberalized to a great extent. It is now one of South Asia’s most 
open and trade dependent countries. Presently, trade accounts for 40 percent of GDP 
(Government of Nepal, 2005). Fertilizer, petroleum products, medicine, automobile, and 
electronics are major items of imports while garment carpet, corrugated sheets, vegetable ghee, 
jute goods, handicrafts and pasmina are the major exports items. Exports have remained volatile 
due to unstable commodity baskets and market concentration. Similarly, trade competitiveness 
has been weak primarily because of high transaction costs. According to a recent World Bank 
study on Nepal‘s trade and competitiveness, Nepal’s foreign trade transaction costs as a 
landlocked country are relatively high and have been deterrent to domestic economic growth 
(World Bank, 2003). Within this context, this study examines Nepal’s need for and cost of 
selected trade facilitation measures relevant to the WTO trade facilitation negotiations. 

 

1.2 Research Objectives 
The broad objective of the study is to evaluate the need for and the cost of implementing 

trade facilitation measures in Nepal in the context of the ongoing WTO negotiation on trade 
facilitation. The specific objectives are to: 

1. Find out the current status of trade facilitation in Nepal. 

2. Identify the problems encountered in the process of trade facilitation. 

3. Identify the need for trade facilitation measures and their priorities for the Kingdom of Nepal. 

4. Estimate the cost of implementing selected trade facilitation measures. 

5. Make policy recommendations in terms of priorities for selected trade facilitation measures in 
Nepal. 

 

1.3 Methodology  
This study uses both secondary and primary data. Secondary data were utilized for 

preliminary evaluation of trade facilitation in Nepal and estimation of the costs of trade 
facilitation needs. Secondary sources mainly include acts, rules and regulations, previous studies, 
and publications and web pages of government agencies such as the Department of Customs 
(DoC), the Nepal Rastra Bank (NRB) and the Ministry of Industry, Commerce and Supplies 
(MOICS). Primary data were collected from exporters, importers, officials of business 
associations and government agencies. 

 The study was done in four stages. Firstly, available secondary data and literature were 
reviewed to draw a picture of the current status of domestic trade facilitation. Secondly, a small 
scale survey was conducted among exporters and importers of major items with a structured 
questionnaire designed in line with the Asia-Pacific Research and Training Network on Trade 
(ARTNeT) research guide and questionnaire. Subsequently, survey data were compiled, 
analyzed and preliminary conclusions drawn to elicit the needs from the business community in 
the study. Thirdly, officials of government agencies were interviewed with a checklist developed 
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on the basis of eleven trade facilitation areas* identified in Organization for Economic Co-
operation and Development (OECD) research. Government agencies included the Ministry of 
Industry, Commerce and Supplies, the Department of customs, the Nepal Inter-Modal Transport 
Development Board (NITDB) and three selected major custom offices located in Tribhuvan 
International Airport Kathmandu, Biratnagar and Birgunj, covering both air and inland shipment. 
On the basis of information collected from secondary and primary sources, a WTO World 
Customs Organization (WCO) self-assessment check list was prepared to capture the trade 
facilitation situation in the country.  The fourth stage of the project included collecting, 
compiling and analyzing the primary data.  

 In the process, trade facilitation measures currently being implemented were examined 
with reference to WTO Articles V, VIII and X. Trade facilitation measures that are not yet in 
place were also identified along with estimation of their implementation costs roughly in terms 
of time, capital and human resource needs as well as capacity building. Finally, a focus group 
discussion (FGD) was organized to get feedback on the draft report. The FGD was held among 
businessmen associated with the Federation of Nepalese Chambers of Commerce and Industries 
(FNCCI), Federation of Nepalese Cottage and Small Industries (FNCSI), Nepal Foreign Trade 
Association, Handicrafts Association of Nepal, among others. The valuable suggestions given in 
the ARTNeT conference by the participants, peers and advisory panel were incorporated in the 
final draft. 

 
1.4 Limitation 
 

The study was undertaken within a short period of time and with limited resources. 
Mainly for this reason, primary data were collected from a small number of respondents. Only 44 
traders representing both big and small enterprises dealing in the import of lubricants, fertilizers, 
medicine, automobile and electronics, and in the export of garments, carpet, handicrafts, agro 
products, corrugated sheet and wires, were included in the survey. All of them are from 
Kathmandu Valley. Similarly, only few government officials were interviewed. Among 29 major 
customs only 3 were selected for interview: one from Kathmandu valley and two from outside 
Kathmandu. 

Trade Facilitation covers a wide range of activities. However the scope of the study is 
limited. It concentrated only on those activities related to GATT Articles V, VIII and X as the 
WTO negotiation aims to clarify and improve relevant aspects of these articles with a view to 
further expedite the movement, release and clearance of goods, including goods in transit.  

Lack of adequate information on current and planned expenditure on TF related projects 
severely constrained the cost estimation of trade facilitation needs. 
 
 

 
* a. Publication and dissemination of (Customs) information; b. Consultative and feedback mechanisms with traders; 
c. Review and appeal procedures and due process; d. Advance lodgment (of goods declaration) and processing of 
data; e. Procedures for assessment, collection, and repayment of duties; f. Risk assessment; g. Audit based controls; 
h. Special procedures for authorized traders; i. Separate of release from clearance; j. Security for duties and taxes; k. 
Cooperation and coordination among different authorities. 
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1.5 Organization of the Study 
 

The study is organized into six sections. The next section presents a review of 
government initiatives and ongoing projects related to trade facilitation in Nepal. The third 
section contains an assessment of the trade facilitation situation in Nepal in relation to GATT 
Articles V, VIII and X. The fourth section deals with results of the perception survey undertaken 
to assess  the trade facilitation needs and priorities of the private sector in Nepal. Section five 
provides an account of the cost of trade facilitation and selected trade facilitation measures.  
Implications for the WTO negotiations on trade facilitation are discussed in the sixth section. 
The last section presents concluding remarks and recommendations. 

 
 

2. An Overview of Trade Facilitation in Nepal  
 
2.1 Literature Review 

Trade facilitation is the process of addressing “invisible” barriers to trade. It is a means of 
improving the efficiency of international trade and economic development. Issues such as 
quantitative restrictions or high tariffs are visible trade barriers. While these have to be 
dismantled, there exists a series of other barriers, which may be administrative or procedural and 
are trade restrictive. For example, in a study of documentation requirements for importing or 
exporting a consignment in India, Nepal and Pakistan, ESCAP pointed out that the number of 
document types required can vary from 15 in Pakistan to 29 in India and 83 in Nepal. 
Cumbersome documentation requirements do not facilitate rapid and low cost business 
transactions. Indeed, a recent study carried out by the OECD finds that transaction costs 
contribute between 2 and 15 percent of trade transaction values, and that trade facilitation 
measures could result in savings between 2 and 3 percent of the total value of trade. In some 
instances, 100 documents and 20 different organizations are involved in conducting international 
transactions. Savings from more efficient data processing could be as high as US$ 100 billion.  

Cost estimates of customs and related import formalities range from two to five percent 
of the value of merchandise trade. Trade facilitation is therefore a potentially very cost effective 
way of reducing the cost of trading. It is estimated that trade facilitation measures could save 
more than US$ 150 billion per year. While accepting that trade facilitation is beneficial to trade, 
the issue of high start-up costs is an additional matter of concern. The amount of money required 
to create a customs clearance infrastructure that will be as efficient as that of Singapore, even in 
small developing countries, may well exceed US$ 100 million.  

Many international or regional organizations such as the International Trade Commission 
(ITC), OECD, UN Conference on Trade and Development (UNCTAD), UNESCAP, World 
Bank (WB), and the WTO have studied and produced a number of documents on trade 
facilitation. However, research on the impact of trade facilitation is scant, particularly in 
developing countries. Research on this aspect should be expedited so as to dismantle the 
“invisible” trade barriers represented by trade facilitation costs and make doing business more 
efficient. 

Wickramasinghe (2004) in his discussion paper “A Multiple Approach to Trade 
Facilitation in South Asia” says that developing countries, despite their willingness, were not 
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able to autonomously implement trade facilitation measures due to lack of resources. Filmer 
(2003) concludes that traders in Nepal are in a vulnerable position as they are forced to hire 
containers in Kolkatta for a fixed number of days to transport goods to Nepal, with penalty rates 
if the containers are not returned to Kolkatta within the specified time. He further points out that 
customs delays and restrictive customs arrangements force traders into illegal practices. Gupta 
(2001) remarks that implementation of trade facilitation-related WTO arrangements requires 
strengthening before embarking on a search for a new agreement on trade facilitation in the 
WTO. These arrangements already deal with trade facilitation issues such as the agreements on 
customs valuation, rules of origin, pre-shipment, inspection, import licensing procedures, 
technical barriers to trade and the application of sanitary and phytosanitory standards. Chander 
(2005) opines that all South Asian countries should have a common position on most trade 
facilitation issues being discussed and negotiated. He further argues that, as a landlocked 
country, Nepal is the only South Asian member of the WTO which may have a slightly different 
approach to trade facilitation negotiations.  

Furthermore, Adhikari (2005) views that, given the cost of implementing the trade 
facilitation measures which will be eventually proposed after completion of negotiations, all 
South Asian countries should be careful to ensure they receive sufficient and targeted technical 
assistance from their development partners to implement these measures. At the individual 
country level, it is worthwhile for them to conduct studies to map out their technical assistance 
requirements. However, most of international trade studies in Nepal aim to assess the impact on 
macroeconomic policies. Although important for macroeconomic policy these studies do not 
specifically address trade facilitation. Dispersed throughout the study, Nepal (2005) briefly 
discusses the constraints to flows of export goods from Nepal. Nepal’s trade and competitiveness 
study provides a brief on the status of trade facilitation in Nepal and suggests improving customs 
procedures by linking them with issues of governance and infrastructure rather than in isolation. 
Despite the fact that the study recommends specific trade facilitation measures, implementation 
costs are not estimated.   

 Customs procedures are one of the main components of trade facilitation. Ghimire et al. 
(2005) studies Nepal’s customs policies from a legal perspective and develops a number of 
recommendations to improve customs law and administration. The study suggests that a review 
of the prevailing legislation is needed in order to strike a balance between customs control and 
trade facilitation. The Nepal Window II Trade Related Capacity Building Program (NWII-
TRCBP) released a draft report on trade facilitation focusing on the proposals tabled by fellow 
WTO member states for ongoing trade facilitation negotiations.8 The report includes a review of 
proposals from a Nepalese perspective. The report emphasizes the need for automation and 
transport networks to enhance trade efficiency. However, the need remains for studies on the 
priorities and costs of trade facilitation in Nepal in relation to WTO negotiation covering broader 
aspects of trade facilitation needs  

 

2.2 Major Government Initiatives 
 

Nepal is a small landlocked country with trade limited to India and Tibet, the autonomous 
region of China. The Nepalese economy was virtually closed until the first half of the 20th 
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century. Only after the advent of democracy in the country in 1951 was the Nepalese economy 
opened to the rest of the world, enhancing the role of trade in the economy.  

In 1956 and 1962, respectively, the Import and Export Control Act and the Customs Act 
came into effect. These acts have served as basic laws for moving goods to and from Nepal. 
However, the Import and Export Control Act lost its relevance in trade liberalization as it aims to 
control or prohibit the export and import of restricted items. The existing Customs Act 1962, 
although amended in 1997, is also oriented toward control and enforcement and does not reflect 
modern international customs practices, as outlined in the Kyoto convention and WTO 
requirements. 

Nepal announced its first trade policy in 1981. In the area of trade facilitation, this policy 
aimed to remove Octroi on exports and imports and simplify as well as expedite the custom 
inspection procedure. This policy was replaced by a new trade policy in 1992, which, among 
others, set objectives of launching container service for export cargoes in order to reduce hassles 
in the transit country; expanding and improving existing bonded warehouse facility made 
available since 1985 for import of textiles to be used in manufacturing of readymade garments 
for exports and implementing Duty Drawback System introduced in 1983 effectively. 
Implementation of these policy measures was slow. Although export procedures were simplified 
and container service was initiated, bonded warehouse could not be expanded.  

Nepal’s development strategies, including trade policies, were inward looking in general, 
and oriented towards import substitution until the mid-1980s. Nepal initiated market-oriented 
economic reforms under the Economic Stabilization program supported by the 18 month stand-
by arrangement with the IMF in 1985. Trade liberalization under the economic reforms was 
significant. Trade facilitation, however, was not a priority. The core elements of trade 
liberalization included reduction and restructuring of import duties, dismantling most 
quantitative restrictions and import licensing requirements, and introducing the full convertibility 
of the Nepalese rupee for current account transactions.  

Trade facilitation, nevertheless, has received its due attention in Nepal over recent years. 
In this backdrop, the Government of Nepal initiated several trade facilitation measures. Nepal 
introduced ASYCUDA (a software for customs processing designed and promoted by 
UNCTAD) in selected custom offices. ASYCUDA was introduced in order to strengthen the 
ability of the Department of customs to cope with the increasing demand for more rapid imports 
clearance, improve services to the trading community and revenue collection, and to align the 
customs system to international standards12. Implementation of a Three Year (2003 – 2006) 
Customs Reform Action plan is another major initiative undertaken by the government regarding 
trade facilitation. Establishment of the Inland Clearance Depot, also referred to as the “dry port,” 
is also a milestone in the process of trade facilitation, particularly in view of the landlocked 
feature of the country.  
 
2.2.1 ASYCUDA 
 

The computerization of custom offices promotes simplification and standardization of 
documents, expedites processes, reduces administrative discretion, improves quality of record 
keeping, and facilitates audits and post-release investigation. On the whole, it accelerates the 
clearance of goods and benefits both the government and the business community. The most 
widely used computer software for customs automation in developing countries is ASYCUDA. 
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Nepal introduced ASYCUDA in 1996 as a component of a trade facilitation project 
funded by the Asian Development Bank. Satisfied with ASYCUDA performance Nepal customs 
has gradually expanded its use. It was firstly implemented in Tribhuvan International Airport 
(TIA) custom godown number 2 and DoC. Later, in the second phase, it was extended to TIA 
godown numbers 1 and 3, Birgujn, Bhairahawa and Biratnagar customs. Likewise, in the third 
phase, it was implemented in three more customs namely Mechi, Kirshanagar and Tatopani. 
Lastly, ASYCUDA was extended in the Birgung ICD, Gaur and Nepalgunj custom offices. Thus, 
by the end of FY 2004/05 it covered 9 custom points (Birantanager, Birgunj, Bhairahawa, 
Tribhuwan International Airport, Kirshnagar, Tatopani, Gaur, Nepalgunj Customs and the Dry 
port at Birgung). However, the computer program is being used only for goods declaration, 
processing and accounting for payment, a relative fraction of ASYCUDA’s capabilities. Customs 
computers, for example, are not linked to each other or with headquarters. ASYCUDA’s 
capabilities to provide other modules, e.g., selectivity, cargo information and broker declaration, 
have not yet been used. Various forms of tests are being conducted for the application of these 
different modules. As there are no wide area nor local area networks, the system of sharing 
information via computers has not been established except in the customs department where a 
local area network has been established. 

In Nepal, the basic problem is inadequate support for the ASYCUDA system. The 
implementation programme has been badly designed as a one-off computerization exercise rather 
than as part of a comprehensive customs administration reform program. Hence, there was no 
improvement in the customs clearance time. It is clear from analysis of the experience of 
different countries that computerization is likely to be much more effective if it is used as a 
component in a wider customs reform program. 
 
2.2.2 ICD/ Dry Port 
 

The establishment of an Inland Clearance Depot (ICD), which is also known as a ‘Dry 
Port’ is of vital importance for landlocked countries like Nepal wishing to improve their 
transport services through the introduction of multi-modal transport and containerization. Nepal 
established the “Nepal Inter-modal Transport Development Board” (NITDB) in 1997 with the 
objective to oversee the economical and efficient management of ICDs for the facilitation of 
Nepal’s foreign trade. The main functions of NITDB are to develop, manage and promote ICD 
terminals, to prescribe criteria for determining service charges, and to conclude a railway 
operation agreement with Indian Railways.  

Nepal also launched the Nepal Multimodal Transit and Trade Facilitation Project 
(NMTTFP) in 1998 with an estimated total cost US$ 28.5 million (US$ 23.5 million credit from 
the World Bank and US$ 5 million from the government). The purpose of NMTTFP is to: 
construct a rail-based ICD in Birgunj, Biratnagar and Bhairahawa; procure four Reach Stackers 
for Birgunj ICD; operate the Automated System for Customs Data (ASYCUDA) and Advance 
Cargo Information systems (ACIS); enhance trade and transport facilitations, reforms and 
introduce transport and multi-modal legislation. Railway lines from Raxual to ICD Birgunj were 
constructed under the grant assistances of the government of India.  

The main objectives of ICDs are to reduce transport costs, achieve competitiveness in 
imports and exports through reduced overhead costs, promote competitive transport services and 
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open opportunities to private sector operators through their involvement in management and 
operation of ICDs. 

The three ICDs of Biratnagar, Birgunj and Bhairahawa were handed over to NITDB for 
their management and operation by the above project after the completion of their construction. 
NITDB has leased out three ICDs to the private sector for terminal management for a period of 
10 years. NITDB is monitoring the activities of these terminal management companies. After 
completion, the Birgunj rail ICD remained closed for a long time in absence of agreement 
between Nepal and India on the clearance and inspection of the rail container at Raxaul, the 
border point of India, before entering into the ICD in Nepal. Lack of agreement with Indian 
railways for shipment to the Birgunj ICD was yet another reason the closure. However, it came 
into operation in July 2004. Additionally, the government is considering introducing a one stop 
window system for providing customs services as well as multi-modal transport facilities for the 
trading and industrial activities of the business community. Physical infrastructure development 
work will be initiated on the land allocated for the construction of a special economic zone in 
Birgunj in order to increase benefits from the dry port located at Birgunj and promote third 
country targeted exports.  
 
2.2.3 The Three Year Customs Reform Plan 
 

The Customs Administration should be transparent and predictable in providing the 
maximum level of facilitation for the movement of goods. The following are important for this: 
standardized clearance procedures; transparent and fair treatment from customs officials; 
promotion of voluntary compliance and facilitation; and risk management techniques. Regarding 
the promotion of voluntary compliance and facilitation, issues such as audit, verification and 
enforcement should also be targeted. zIn this context the customs department designed a three 
year custom reform action plan, which was implemented in FY 2003/04. The program accords 
high priority to institutionalizing scientific custom valuation procedures, simplifying checking 
procedures, reducing documentary requirements, automating custom processes and selectivity 
checking based on risk analysis. Simplification of passenger checking procedures, 
implementation of human resources development plan and modernization of custom 
infrastructures are also the part of the programme towards the institutional development. The 
plan also aimed at forming a Trade Facilitation Committee at the central level in order to 
harmonize custom work with trade facilitation. 

The major achievements under the three year customs reform plan till the end of FY 
2004/05 are as follows: 

- A total of 109 post-clearance audits were conducted as of mid-July 2005. 
- Clearance of goods within 2 hours has started. 
- General selectivity module test to implement selectivity module in customs clearance was 

completed. 
- Customs Procedure 2060 (working procedures for customs clearance) developed and 

implemented from September 2003. 
- Trade Facilitation Committee has been formed and started working in July 2004. 
- A booklet of consolidated customs circulars was prepared and distributed to field 

officials. 
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- Company registration and PAN registration certificates may be submitted only once 
which is treated as valid for the whole year. 

- Risk management system started at Biratnagar customs on a test basis. 
- Checking system started on a selective basis to check the use and misuse of duty 

exemption given by customs. 
 

The innovative features of the Department of Customs’ current management practices 
include: introducing a citizen charter for ensuring public services to people in an accountable, 
transparent and efficient manner; making provisions for time-bound services; installing a one 
point help desk for packaging custom services; carrying out regular monitoring and evaluation of 
performances of customs stations through 20 work indicators; and following a customs operation 
flow chart consistent with international best practices. 

Yet control and clearance procedures are largely manual and documentary requirements 
excessive. Clearance practices involve extensive discretionary actions by customs officers. 
Strategic concepts for customs control such as systems of risk assessment for import shipments, 
selective checking, post-release review, and post release audit, are new concepts in Nepal. An 
unhealthy customs environment increases the chances of irregular influences on the classification 
and valuation of goods. Customs clearance delays at the borders and TIA are due to the 
Selectivity Module not yet being operational. As a result nearly 100 percent of cargo is 
inspected. Even with the implementation of ASYCUDA, clearing imports and exports is a 
document intensive activity and the clearance time has not decreased with the Selectivity Module 
lacking. Shipments are delayed also because of the time required for decisions by customs 
officers on valuation issues. The capacity of DoC to conduct post entry audits related to 
clearance activities is also limited. Transit procedures remain cumbersome and shipment to 
Nepal untimely.  

The ASYCUDA system will be extended to additional customs offices and post clearance 
audits will aim to make customs valuation systems more scientific and transparent. Likewise, a 
valuation manual and necessary training will be prepared. This reform program is based on 
international standards and best practices. 
 
2.3 Major Ongoing Capacity Building Projects 
 

Customs Reform, ASYCUDA and ICD are the major ongoing projects. As an ongoing 
project, another ICD is being constructed in the Karkarbhitta customs. Additionally, the Nepal 
Window II: Trade Related Capacity Building Programme, jointly implemented by UNDP and the 
Nepalese government, assists the Customs Department in the creation of a Customs Valuation 
Manual. USAID is providing consultant services to help customs simplify procedures and staff 
training. 
 
 

3. Assessment of the Trade Facilitation Situation 
 

This section discusses issues related to the publication and administration of trade 
regulations, fees and formalities connected with importation/exportations and freedom of transit, 
based primarily on secondary sources of information. Information was collected from acts, 
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regulations and other publication. Supplementary information was collected through interviews 
with government officials and traders, during which a modified shorter version of the WCO trade 
facilitation self-assessment checklist was used (see Annex 1). 
 
3.1 Article X 
 
   3.1.1 Publication and Availability 
 

Transparency in international trade is essential in order to allow commercial operators to 
fully understand the conditions and constraints for entering and operating in a market. Thus, a 
basic tenet of trade facilitation is the ready availability and accessibility of information on laws, 
regulations and administrative policies and procedures. Nepal publishes in the Nepal Gazette all 
trade related measures and laws, regulations, and administrative rulings of general application 
pertaining to or affecting trade in goods, services or TRIPS, including multilateral agreements or 
treaties to which Nepal is party.  

The Department of Customs, under its three-year reform program, released 22 
publications including one on integrated tariff rates. It also developed a downloaded web page. 
Similarly, MoICS developed a web page (www.moics.gov.np) with trade related information.  

Two domestic trade points have been developed in order to integrate Nepal into the 
Global Trade Point Network. The Himalayan Trade Point Kathmandu was created in 
coordination with the Trade Promotion Centre and Federation of Nepal Cottage and Small 
Industries. The Trade Point Kathmandu was created in coordination with the Federation of 
Nepalese Chambers of Commerce and Industries and Kathmandu College of Management. A 
WTO Reference Centre was also established under the Department of Commerce to enhance 
flows of trade related information among stakeholders.  

Likewise, as required by WTO agreements, enquiry points have been established to 
respond to queries on sanitary and phytosanitary measures (SPS) as well as technical barriers to 
trade (TBT) issues. The Department of Food Technology and the Department of Standards and 
Measurement have been designated as official points for queries on SPS and TBT issues, 
respectively. The DoC has also opened a Help Desk to respond to the queries of individual 
stakeholders. 

Overall, it seems that availability and access to general information is not a serious 
problem in Nepal. SMEs alone have indicated it as a problem to some extent demonstrating 
instances of losses incurred due to policy changes of which they are not aware.  
 
 
    
   3.1.2 Time Period Between Publication and Implementation 
 

Government acts, rules and regulations are required to be published in the official 
gazette. But there is no stipulated time regulation or deadline for doing so, often resulting in 
significant time lags between publication and implementation. It is not unheard of for 
publications to follow implementation by six months or more. However, public announcements 
through other media succeed in making the major components of newly formulated policies, acts 
and rules or their amendments widely known to concerned parties prior to implementation. 

http://www.moics.gov.np/
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Information transmitted via electronic communication channels such as the Internet is 
also often not timely updated by the respective government agencies. Hence significant 
improvements are needed to bridge the gap between publication and implementation of various 
trade-related rules, regulations and necessary directives. 
 
   3.1.3 Consultation and Commenting on New or Amended Rules 
 

Consultative and feedback mechanisms are fundamental factors of trade facilitation as 
they: enhance the predictability of the regulatory environment, improve public confidence and 
support, increase the prospects of compliance, and provide a tool for improving regulatory 
quality. In Nepal, consultative arrangements with traders exist at different levels and on different 
aspects. The Revenue Board, with representation from the trading sector among others, serves as 
an advisory agency to the government at the national level. The Board provides suggestions on 
the formulation of the annual government budget.  
 At the departmental level, a trade facilitation committee in DoC, comprised of 
government and private sector representatives, discusses and resolves customs- related problems. 
In addition, a monthly hearing system was also introduced in order for the business community 
to lodge complaints with the concerned authority. At the local customs office level, there are 
valuation committees with trading sectors representatives. MOICS also has a Trade Advisory 
Group, consisting of current and former government officials, former diplomats, and business 
and service and non-governmental organizations. Eight sub-groups have been formed under the 
Trade Advisory Group. Among them the Trade Facilitation Group is one. 

However, no known consultative mechanism on operational aspects exists for issues such 
as location, competence and custom offices’ hours of business. While large volume traders are in 
fact aware of policy changes beforehand, they do not complain that they are not consulted, but 
rather that their suggestions are least considered and that policy changes are often inconsistent.  
 
   3.1.4 Advance Ruling  
 

The system of advance ruling does not exist in Nepal. Neither mechanism nor legal 
provisions are available for this. 
 
 
   3.1.5 Appeal Procedures 
 

According to the Customs Act 1962, if any consignment is smuggled without paying 
duty, such consignment is confiscated and a fine equal to the value of consignment is imposed or 
imprisonment of 5 years or both is awarded. As indicated in the survey, the trading community 
feels that the penalty provision is overly severe. An appropriate mechanism of appeal for 
reviewing and correcting administrative action related to customs and border matters are 
essential for persons or firms engaged in international trade. In Nepal, several avenues of appeal 
are available at different levels for different issues. In the case of classification and valuation, 
traders may appeal to the Director General of the Department of Customs against a custom office 
decision. The Director General reviews the merits of a specific case and makes a decision by 
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duly consultating with a committee formed for this purpose. This consultative committee 
comprises of experts and representatives of the trade and industry sectors.  

Traders who are not satisfied with the decision of the custom office/DoC may appeal to 
the tribunal. But in practice the litigation rate is very low, as the court proceeding is costly and 
time-consuming. In the year 2003/04, out of 2,635 customs offices decisions on valuation, 
appeals were lodged only for 397 (15 percent). The Director General holds the discretionary 
power to make final decisions on tariff classifications without any recourse to appeal. In other 
cases, parties, not satisfied with the decision of customs, may appeal to the Revenue Tribunal. 
Appeal to the Revenue Tribunal, however, is likewise rare. This is perhaps because of fear 
among traders of different treatment by customs officials if appeal is made against their decision. 
In order to expedite the appeal procedure, establishment of an independent Administrative 
Tribunal to review the decision of the customs authority regarding customs valuation is under 
consideration (WTO, 2003). The decision of the Administrative Tribunal may be appealed to the 
Revenue Tribunal, which should review and correct administrative action relating to customs.  
 
 
   3.1.6 Advance Lodgment 
 

Advance lodgment of declaration and supporting documents prior to arrival of goods can 
greatly facilitate their rapid release. This enables authorities to process data and to assess trade 
risks in order to determine required action prior to goods arrival in the custom territory. Traders 
also will know the amount of duty payables in advance. Advance lodgment enhances 
transparency and predictability in international trade transactions. However, as this system has 
only recently been introduced in Nepal many traders remain unaware of it. 
 
3.2 Article VIII 
 
   3.2.1 Fees and Charges 
 

Nepalese traders, particularly exporters, pay different fees for different purposes. Custom 
offices require certificate of origin for all preferential exports from Nepal. The chamber of 
commerce and its 17 affiliated local chambers issue such certificates and charge a fee of 0.12 
percent of the consignment value. Some fees are product specific. For instance, the Handicraft 
Association of Nepal issues valuation certificates for handicrafts and charges a fee of Rs 20 for 
the invoice value up to Rs 8000 and at 0.25 percent for the value in excess of Rs 8000.  For 
handicrafts produced from domestic animal bone and horn, a fee of Rs 50 is charged for the 
value up to Rs 10000 and Rs 100 for value exceeding Rs 10000. For leather products, a 
certificate is issued on request at a fee of Rs 20.  

Similarly, the VISA cell constituted under the National Productivity and Economic 
Development Center charges 0.12 percent on the value of each consignment of readymade 
garments to the United States of America and Canada. Exporters have to fill out forms for the 
generalized system of preferences (GSP) while exporting to European countries. The TPC sells 
the forms for the GSP. However, for Nepalese hand-knotted woolen carpets, the Carpet and 
Wool Development Board issues the GSP form to the exporters at a fee of Rs 2 per square meter. 
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On the import front, Nepal has already brought almost all goods into the open general 
license (OGL) system through its trade liberalization process. No license is required to import 
goods using a letter of credit. However, a license from the department of commerce is required to 
import goods, if payment is made by other means. In such a case a fee of 1.1 percent is charged. 
Imports up to US$ 30 thousand are allowed without a letter of credit. Private sector importers 
view this charge as high. 
 
   3.2.2 Formalities connected with importation and exportation  
 
Import Formalities 
 

In Nepal, only the government firm, company or individual are allowed to engage in 
import trade. All items with exception of restricted ones (like arms and ammunitions and 
narcotic drugs) are allowed to be imported under the open general license or OGL system. 
However, a letter of credit is required for the import of goods worth more than US$ 30 thousand. 
For the import of goods the importer has to complete the banking and insurance formalities, 
clearing and forwarding processes, and customs procedures.  

There are slight differences in the process regarding imports from India and third 
countries, and also from the Tibet autonomous region of China. Various documents are required 
to be submitted with the customs point before the clearance of goods including: the import 
declaration form or custom transit declaration form; commercial invoice; packing list; bill of 
lading or airway bill; insurance policy; letter of credit; firm registration certificate; certificate of 
origin; income tax clearance certificate; value added tax registration certificate; and lab test 
certificate. In the case of goods to be imported from India, documents like the In-bond form and 
DRP Invoice must be submitted. For the import of some specific products, recommendation 
letters from concerned government agencies are also required. For instance a recommendation 
letter from the Department of Veterinary Services must be submitted to import animal feeds. 
 
Export Formalities   
 

Like import trade, no license is required for the export of goods to India and third 
countries. However, the GSP form is required for the export of carpets, which can be obtained 
from the Trade Promotion Centre, or Carpet and Wool Development Board. Similarly, visas are 
required for the export of readymade garments. The National Productivity and Economic 
Development Center issues such visas. The Chamber of Commerce issues certificates of origin 
for other exported goods. Handicraft exports require valuation certificates issued by the 
Handicraft Association of Nepal as well as permits from the Department of Archeology.  While 
exporting goods, the exporter is required to submit the following to the customs office: export 
declaration form; invoice; packing list; certification of origin; firm registration certificate; 
income tax registration certificate; value added tax registration certificate; airway bill or 
manifesto of transportation; insurance policy; letter of credit/ advance payment; customs transit 
declaration form and other product specific documents. Lab tests are also sometimes required by 
the customs.  
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   3.2.3 Border Agency Coordination 
 

Different border agencies are involved in the task of regulating international trade from 
different viewpoints. Increased cooperation and coordination among these agencies will greatly 
enhance trade facilitation. While offices representing different ministries such as health, 
agriculture and industry work in coordination in custom offices, the level of coordination 
remains inadequate. Often there is duplication of physical examination of shipments by separate 
agencies causing clearance delays. No coordination exists among custom offices, the Department 
of Archeology and the MICS. For instance, although one window has been established by the 
MICS, exporters still require permits for handicraft exports from the Department of Archeology. 
Lack of coordination among ministries is also often unreported, which delays formulation and 
implementation of reform programs.  
 
 
 
3.2.4 Release and Clearance of Goods  
 

The issue of the rapid movement of goods is very important as a trade facilitation 
measure because delays in movement may cause considerable financial losses. Customs 
procedures are a critical element in this regard. A recent study concludes that insufficiencies in 
customs procedures in Nepal result in unnecessary customs clearance delays as well as 
imposition of extra costs to the trading community. Customs houses are not equipped with 
modern tools and technical staff powered to use alternative methods for physical examination of 
good. This is one of the main reasons for delays in custom clearance. 

Although the Single Administrative Document (SAD) was introduced in four major 
customs along with the implementation of ASYCUDA, customs clearance still requires a long 
list of documents ranging from 11 for exports to 20 for imports from a third country. Some of 
this documentation can be reduced. For example, a provision may be made that traders submit a 
PAN registration certificate only once in a year instead of requiring the same for the clearance of 
each and every consignment. Similarly, customs offices may cease requesting certificates of 
origin from Nepalese customers if importing countries do not require them. 

Even in customs offices where ASYCUDA has been introduced, clearance procedures are 
largely manual and hence time consuming. Computers are primarily used in the clearance 
process for automated checking of the internal consistency of the declaration, application of the 
duty and tax rates corresponding to the declared H-S code, and checking the correctness of 
calculations. This has done little to speed up customs clearance as all other steps remain manual.  

Clearance should be completed within two hours after presentation of declaration with 
explanations being required in writing if clearance could not be finalized within the stipulated 
time. However, in practice clearance can take up even two or three days. After visiting the 
customs site and observing the clearance procedures, a research team concluded as impossible to 
clear customs in two hours under the present working conditions. 

No provision exists for special procedures for authorized persons in Nepal. Many other 
countries provide a special procedural facility to trustworthy traders on the basis of their customs 
track record.  
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Risk assessment is an important element of any customs reform program. The major 
benefit to most traders from the system of risk assessment is that the bulk of clearance will be 
processed quickly without being subject to physical examination, which is carried only on a 
selective basis. In this system, custom administration concentrates its scarce resources examining 
only high risk transactions. But this strategic concept for customs control is missing in Nepal. 
Although the Department of Customs includes risk assessment in its three-year plan, progress 
lags in initial stages. Criteria for selective examination have been developed and tested. Also a 
risk assessment system was introduced in Biratnagar customs, one of the main customs in the 
country, on a trial basis. 

Customs administrations have two-pronged objectives: custom control and trade 
facilitation. Striking a balance between these two objectives is essential. Risk assessment 
facilitates trade but physical examinations of cargoes are undertaken only on a selective basis. 
Audit based controls, supplementary to the risk assessment technique, are also required to ensure 
efficiency and effective compliance. They include post clearance audit and post clearance 
inspection. Post clearance audit was recently initiated in Nepal, although audit cases remain few, 
numbering only 109 in the FY 2004/05. A manual was prepared for post clearance inspection. 
However, it has yet not been practiced.  

The payment of customs duties and taxes by traders is a precondition for the release of 
goods. However, release can be simplified in the context of advance lodgment of declaration and 
with a security system in place. If customs accepts a general security clearance for all of a 
trader’s transactions for a given period of time instead of requiring security clearance each time 
goods are imported/exported, release of goods becomes much faster. Currently such a system is 
generally not available in Nepal, with the exception of facilities for bonded warehouse and pass-
book for the importer of raw materials to be used in specific export products. Under the system 
of bonded warehouse and pass-book, importers need not pay duties each time they import goods; 
duties are instead adjusted in their deposit with customs.  
 
   3.2.5 Tariff Classification 
 

The Nepalese customs administration adopted the Harmonized System of commodity 
description and coding system, although it has not been a contracting party of the HS convention. 
Exporters and importers have to declare the harmonized code. However, there are instances of 
differences in interpretation of the goods not only between customs and traders but also between 
customs and other government departments, and among customs itself. Pharmaceuticals 
importers report that the classification of an import item by the Department of Drug 
Administration often differs from the customs classification. The discretionary power lies in the 
hands of custom officials as regards to the decision on tariff classification. Hence, it has been one 
of the major gray areas of corruption in custom administration. In the process of trade 
liberalization, Nepal reduced tariff rates and bands significantly. Now there are only five bands 
of tariff 0, 5, 10, 20 and 80 percent. 
 
3.3 Article V 
 
   3.3.1 Transit Matters 
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Nepal has no direct access to the sea. The nearest seaport is located in Kolkatta, India, 
which is 660 miles away from the center of Nepal. Nepal, therefore, requires transit facilitation 
from India for trading with the rest of the world. Although existing arrangements allow the 
Nepalese traders to use the Mongla port of Bangladesh through Phulbari-Banglabandh, the India-
Bangladesh land border, this port has been used in a limited way by Nepalese traders. They are 
more familiar with the Kolkatta port and the insufficient infrastructure in between the 
Bangladesh border to the Mongla port proves discouraging. Thus, Nepal has to depend on India 
for transit facilities for third country trade. Nepalese traders have to clear their cargos both in 
Kolkatta and Nepal. Clearance of goods in Kolkatta takes as long as 3 to 5 days. Partial clearance 
is not allowed in Kolkatta. 

There is a Treaty of Transit between Nepal and India which guarantees the freedom of 
transit across their respective territories through mutually agreed upon routes. This treaty 
governs the rules and regulations pertaining to the traffic in transit. According to the treaty, no 
distinction shall be made which is based on flag of vessels, exit, destination, ownership of goods 
or vessels. This is in line with Article V of GATT. 

The treaty of Transit with India was renegotiated in 1999. Although there are procedures 
outlined in this agreement for transit from Kolkatta to Nepal, the processing time at the port of 
Kolkatta normally takes 3 to 5 days for transit goods even with all of the required transit 
documents and the one time lock system of containers. Processing the documents to clear Indian 
customs is a time consuming activity. The Kolkatta Port Trust also sets up different tariff rates 
for Indian and Nepalese cargo: the latter’s rate is much higher. 

A Custom Transit Declaration (CTD) is used for shipments from Kolkatta port to Nepal. 
The shipment is verified at the Indian border. The shipments may be inspected in transit also. But 
it is not done normally. Transit to and from Nepal is subject not only to the Indian central 
government regulations but also to those of the local state governments. There is very little 
alignment of transit documentation between India and Nepal other than the CTD.  

Inland Clearance Depots (ICDs) have been established in Birgunj, Biratnagar and 
Bhairahawa. Nepalese traders hire containers in Kolkatta to transport goods for a fixed number 
of days. If they cannot return the container within the fixed days, they have to pay penalty 
charges to the container company. Delays in customs clearance both at the Indian border and in 
Nepal thus result in extra costs to Nepalese traders. As there is a syndicate among transport 
enterprises in Kolkatta, Nepalese traders do not enjoy benefit of competition while hiring 
containers. ICD Birgung has a railway link to Kolkatta. This ICD was opened with the concept 
of dry port. But businessmen view that it is not being operated as a dry port in any real sense as 
goods can not be delivered here for the destination. The exporter has still to bear responsibility of 
clearing goods in Kolkatta. Moreover, the facility of dry port is not yet available at Kathmandu, 
which is the major traffic-generating center in Nepal, to facilitate inter-modal container 
movement. 

Nepal so far is not a transit country for any other country. Hence there is no provision for 
transit goods in Nepal’s trade related laws, polices, process and mechanism. However, Nepal has 
made a positive response to India’s recent proposal to operate trade between India and China 
through Nepal. If Nepal is to be the transit point, acts rules and regulations need to be amended 
accordingly and a suitable mechanism needs to be developed.  
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4. Trade Facilitation Needs and Priorities of the Private Sector 
 

A small-scale survey was carried out among importers and exporters to obtain their 
perceptions of and needs in relation to the existing trade facilitation measures of GATT articles 
V, VIII and X. These articles cover, respectively, freedom of transit, fees and formalities and 
information, and procedure and appeal. The survey included both small and large enterprises. 
Two business houses and seven individual enterprises participated in the survey, representing the 
views of altogether 44 enterprises2. Most of them deal with export/import businesses. Only 25 
percent of them are manufacturing enterprises. While administering the survey questionnaire, 
some exporter/importers were also interviewed for supplementary information. This section is 
mostly based on results of the survey. However, information received from exporters/importers 
through other means is also used as supplementary inputs. 
 
4.1 Perceived Level of Trade Facilitation and Implementation  
 

The survey respondents perceive the current status of access and availability of 
information as normal. Custom regulations and required documentations are available. 
Respondents also agree that changes in regulations and requirements are promptly and 
conveniently made available. But there is disagreement that laws, regulation and judicial 
decision are applied in uniform, impartial and reasonable manner. 

The views expressed in the survey regarding access and availability of information by 
SMEs and other enterprises are clearly different. It seems that there is a gap between information 
supply and the absorption capacity of SMEs.  

A formal private sector consultative mechanism exists in Nepal at various levels and in 
different forms. But comments from the private sector are often not considered. Therefore, the 
mechanism is not very effective. Reflecting this situation the respondents agree that a formal and 
effective private sector consultative mechanism exists in Nepal. 
 
 

Table 1 - Private Sector Perceived level of implementation of TF Measures in Nepal 
Issues Average Score 

(Out of 7) 
Standard 
Deviation 

Trade and customs procedures and regulations are publicly available and 
easily accessible 

5.3 0.86 

Information about changes in regulations and procedures are made available 
promptly and conveniently to the public 

5.3 1.63 

Laws, regulations and judicial decisions are applied in a uniform, impartial, 
and reasonable manner 

3.3 1.44 

An independent system to appeal trade and/or customs authorities’ decisions 
is available and operates effectively 

4.6 1.46 

A formal and effective private sector consultation mechanism exists, allowing 
traders to comment on proposed changes to regulations and procedures before 
they are issued and implemented 

4.3 0.69 

An effective advance ruling system is in place 1.3 0.46 
Documentation requirements for import/export are excessive and time 4.0 1.31 

                                                 
2 Responses from the Mahesh Overseas Group and Golchha Organisation Pvt. Ltd represented 12 and 15 companies, 
respectively. We calculated weighted averages of the business groups based on the number of their holdings. 
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consuming 
On average, fees and charges levied on export and import are reasonable 5.0 2.05 
Penalties and fines for minor breaches of customs regulation (e.g., due to 
typing mistakes) are small and reasonable 

4.3 0.90 

Irregular and arbitrary payments are often required to expedite release of 
goods from customs 

6.6 1.11 

Submitting required trade documentation to trade/customs authorities for 
approval is easy 

5.0 1.62 

Computerization and automation of customs and trade procedures have 
noticeable reduced average time of clearance 

3.0 0.47 

Treatment of goods and vehicles in transit is non discriminatory 6.0 1.36 
Goods in transit are subject to unreasonable transit duties or transit charges 4.0 1.69 
Regulation and procedures for goods in transit are clearly defined and widely 
available 

6.3 0.62 

Vehicles in transit are allowed to use the most convenient routes to their 
destination 

6.0 0.36 

Note 1= Strongly disagree, 4= No opinion, 7= Strongly agree 
Source: Trade Facilitation Survey 2005 
 

There is no system of advance ruling in Nepal. The survey result clearly reflects this. 
Although the number of required document range from 11 for exports to 20 for import, most of 
the respondents do not feel it as excessive and time consuming. The average score stood at 4 out 
of 7, indicating that document requirements are normal. According to the survey questionnaire, 7 
stands for strong agreement of the statement that documentation requirement for imports/exports 
are excessive and time consuming and 1 stands for strong disagreement of the same. A specimen 
questionnaire is appended. The respondents also agree that fees and charges levied on exports 
and imports are reasonable, although scope for improvement remains. Some respondents view 
that since fees levied by individual associations like HAN and GAN are service charges they 
should be fixed and not ad valorem. However, other respondents are not dissatisfied since the 
collected fees are spent in the interests of the trading community.  

As indicated by the survey results, traders in general do not perceive penalties and fines 
for minor breaches of customs regulations as a significant problem. However, irregular and 
arbitrary payments are often required to expedite release of goods from customs. Almost all 
respondents strongly agree on this point. The ASYCUDA system introduced in Nepal in 1996 
has been unable to produce the desired level of results. Some respondents disagree that 
computerization and automation of customs and trade procedures have noticeably reduced 
average clearance time. 
 According to the survey results, vehicles in transit are not discriminatorily treated in 
Nepal. Respondents also agree that rules and procedure in this regard are clearly defined and 
widely available. But they did not give any opinion on duties and charges on transit goods in 
Nepal, since it is not a transit country. 
 
 
4.2 Trade Facilitation Priorities of the Private Sector 
 

According to the survey findings, the private sector gives highest priority to the 
elimination of bribery and corrupt practices of officials involved in the clearance and release of 
imported goods. The average score on this issue stood at 4.7 (5 being the highest priority 
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according to the questionnaire). In Nepal there is a significant time gap between publication and 
implementation of information. Respondents are thus of the view that improvement in timely and 
comprehensive publication and dissemination of trade rules and regulations lessens the 
communication gap between government agencies and traders, particularly the small and 
medium class enterprises.  

An advance ruling system helps the businessman to make aware of the future likely 
problem in advance and plan the action accordingly. It also reduces the discretionary power and 
policy inconsistency of the customs officials while assessing the duties and taxes. As there is no 
advance ruling system in Nepal, the respondents are of the view that an advance ruling system 
allowing the importer, in advance of trade, to obtain binding rules should be established on a 
priority basis.  

Improvement of human research development and infrastructure development are other 
priority areas indicated by the survey respondents. Improvement in these areas will enhance the 
speed of clearance and release of goods reducing problematic extra costs. Other priority areas 
indicated by the survey respondents include: improvement in coordination between the relevant 
agencies; harmonization and standardization of the documents based on international standards; 
computerization and automation of trade procedures; improvement in customs inspection; and 
control procedures and improvement in the effectiveness of an appeal mechanism 

 
Table 2 

Trade Facilitation in Nepal: The Private Sector Perspective 
Trade Facilitation Needs and Priorities 

Issues Average Score 
(out of 5) 

Standard 
Deviation 

Reduction and simplification of documentation requirements 3.0 0.42 
Elimination of bribery and other corrupt practices of customs personnel 4.7 1.28 
Establishment of a single window for one time submission 4.3 1.31 
Harmonization and standardization of documentation requirements based on 
international standards 

4.3 0.70 

Independent appeal mechanism for traders 4.0 0.95 
Improvement in customs inspection and control procedures 4.0 1.04 
Computersation and automation of trade procedures 4.0 0.90 
Timely and comprehensive publication and dissemination of trade rules and 
regulations 

4.7 0.66 

Completing clearance of goods before they have arrived physically in the 
Customs territory 

3.7 0.69 

Establishment of enquiry points and/ or call centers 3.3 0.72 
Establishment of consultation mechanism for trader inputs 3.7 1.14 
Establishment of an advance ruling system 4.7 1.19 
Implementation of international and regional transit systems based on 
international standards and practices 

3.3 0.73 

Separating release from clearance procedures, i.e. allowing goods to be released 
before all clearance formalities have been completed 

2.7 0.72 

Human resource development  4.5 0.62 
Infrastructure development 4.5 0.75 
 Note: 1= Low priority: 2= Medium priority, 3= High priority, 4= Very high priority, 5= Highest priority 
Source: Trade Facilitation Survey 2005 
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4.3 Problems 
 

According to the survey result, the private sector ranks inspection and release of goods as 
the most problematic area in conducting trade. Although DoC declared that inspection would be 
completed within 2 hours of goods arrival, it in fact takes much longer. The practice of 100 
percent checking is still in place. This is the area where the private sector bears most extra costs. 

The second most problematic area as indicated by the survey result is customs valuation, 
followed by tariff classification in third place. Although the Nepalese customs administration 
adopted the transaction value method, it often uses its discretionary power to not accept 
commercial invoices submitted by the trader. Similarly, due to a lack of coordination between 
customs and other concerned departments, tariff classification proves problematic, despite 
Nepal’s adoption of the HS. Technical and sanitary requirements are additional challenges also 
faced by exporters. While on the one hand testing lab facilities are not adequately available in 
Nepal, on the other hand foreign buyers do not recognize domestic test standards. Additionally, 
many SMEs are unaware of the technical requirements of a buyer country. 

Nepal has liberalized its trading system to a large extent. No license is required for 
importing goods through letters of credit (L/C). However, an import license is required to import 
goods through other modes of payment. Previously, imports without L/C were allowed up to 
U.S.$10,000. Now the limit has been raised to U.S.$30,000. The importer has to pay a license fee 
of 1.1 percent, which is not required in case of imports through L/C. A few respondents stated 
this as a problem. 

More than 90 percent of respondents view that most problems are related to domestic 
policies, procedures and regulations although there are some difficulties in transit and foreign 
countries. Tariff discrimination by the Kolkatta Port Trust and congestion in the Kolkatta Port 
are prime examples of problems Nepalese traders face while importing from or exporting to third 
countries. Nepalese exporters, however, seldom face difficulties in fulfilling high levels of 
technical requirements by the foreign buyers.  

In addition to the problems covered by the survey questionnaires, some respondents also 
indicated some country-specific problems. Made possible by a large investment, Nepal 
established a dry port in Birgunj.  But it is not working as a dry port in any real sense as 
Nepalese traders are still required to clear cargo both in Birgunj and Kolkatta. 
 

Table 3 
Trade Facilitation in Nepal: The Private Sector Perspective 

Most Problematic Factor in conducting Trade 
 

Factor Rank 
Customs Valuation 2 
Inspection and release of goods 1 
Tariff classification 3 
Technical or sanitary requirements 4 

      Source: Trade Facilitation Survey 2005 
 

The physical infrastructure and equipment at most customs points are not only inadequate 
but also of low standards for the efficient clearance of goods. Most customs are not equipped 
with any of the following: laboratory, X-ray, weighing bridge, crane and forklift truck, container 
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scanner, warehouse nor a comfortable room for customs clearance. Developing a stand-alone 
capacity for testing is critical as there are no private laboratories in Nepal. 
 

 
5. Cost of Trade Facilitation Needs  

 
Based on the trade facilitation needs and priorities indicated by the private sector survey 

and information collected from other sources, this chapter discusses some trade facilitation 
measures urgently required in Nepal. However, given the resource constraints in the country, it is 
not possible to implement the needed trade facilitation measures without adequate external 
technical and financial assistance. But it is difficult to estimate the total costs of all trade 
facilitation measures. Government documents do not provide this information. Hence, crude 
figures are estimated on the basis of cost data available regarding the three-year customs reform 
plan, ICD Project and ASYCUDA. 
 
5.1 Selected Trade Facilitation Measures 
 
   5.1.1 Inspection and Release of Goods 
 
 The private sector indicated delays in inspection and release of goods as a major 
problematic factor in conducting trade. Although the Systems of Post Entry Audit and Pre-
clearance were introduced in some custom offices, they have not been effective. Procedures for 
effective and wide implementation of Post Entry Audit and Pre-clearance remain to be 
developed. According to the directives of the DoC, customs offices are required to clear the 
goods within two hours. However, in practice, it takes much longer time and involves extra 
costs. Therefore, the private sector has places the elimination of bribery as a top priority. 
 
   5.1.2 Customs Valuation 
 

The private sector indicated customs valuation as another major problematic factor in 
conducting trade. Current valuation procedures in Nepal are based on Article 13 of the Customs 
Act according to which customs duties on imports are assessed on the basis of transaction prices. 
Furthermore, the Fiscal Act of 2001 specifies that WTO principles shall be applied in 
determining transaction values. However, the Department of Customs has difficulty in 
determining transaction values based on the invoice provided because procedures for 
determining the value are not fully developed nor understood. Nepal needs to make necessary 
arrangements  as a member of the WTO to implement the WTO valuation system by 2007.  
 
   5.1.3 Advance Ruling  
 

The private sector accords high priority to the establishment of a system of advance 
ruling, which currently does not exist in Nepal. It is important to initiate necessary action in this 
regard asit helps businesses to be aware of likely future problems and plan action accordingly in 
advance. A system of advance ruling also reduces the discretionary power and policy 
inconsistencies of customs officials while assessing duties and taxes.  
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  5.1.4 Other Measures 
 

Human resource and infrastructure development in Nepal play vital role in enhancing 
trade, although indirectly related to WTO negotiations on trade facilitation. 

 
 
   5.1.4.1 Human Resource Development 
 
  Human resource development plays vital role in both speeding up of custom clearance 
and bribery reduction. Human resource development is required for timely and comprehensive 
publication of information. 

There are about 1,700 staff in the customs administration with only about 5 percent 
holding positions at the officer level. The non-officer level staff has no strong academic 
backgrounds and their levels of technical competency is additionally low. In order to enhance 
customs efficiency, they should be equipped with officer level staff with proper academic 
backgrounds, especially with knowledge of information technology. Moreover, both introductory 
training for new employees and specialized training for existing ones in various areas should be 
frequently provided. Staff technical competency, attitude and behavior towards traders should 
also be improved. The development of the international trade system along with rapidly changing 
information technology combine to make the global trading mechanism more complex, requiring 
competent and qualified personnel in the business circles. Although some programs for private 
sector capacity building have been launched by different international institutions , more 
programs are required to make them fully competent. On the whole, competency-based human 
resource management is necessary in the public as well as private sectors. 
 
 
   5.1.4.2 Good Governance 
 

Good governance is another important factor that plays a vital role in the elimination of 
corruption, as well as in the prompt and efficient delivery of services. In order to be an effective 
partner in improving trade competitiveness and reducing transaction costs, the Department of 
Customs, in addition to collection of revenue, should also focus on facilitating the movement of 
goods and developing a voluntary compliance culture in the business community. However, the 
present Customs Act and department culture are heavily oriented towards control, revenue 
collection and enforcement. Hence, the revision of the Customs Act and rules should be made so 
as to reflect modern international customs practices as outlined in the Kyoto Convention and in 
the requirement for WTO systems.  

Various new procedures and approaches will have to be based on a sound and transparent 
legal framework. A key issue today is the maintenance of good morale and honesty in the 
customs administration. The 1993 Arusha declaration highlighted this issue and recommended 
following 12 points3 to combat corruption in customs administrations. Although civil service 
reform is in progress, it does not provide the required management accountability, human 

 
3 Clarity in customs laws, simplicity in customs laws, simplification of procedures, automation, division of work, 
internal audit, external audit, promotion, upgrading, code of conduct, training, and transparency. 



 - 28 -  

resources and administrative framework to effectively manage the Department of Customs. So, 
managerial authority and flexibility should be streamlined, and performance standards relating to 
services to the traders and the public should be introduced. Both the code of conduct and 
disciplinary measures should be specific and staff performance indicators should be implemented 
and regularly monitored. On the whole, an effective form of organization and management with 
clear objectives, strategic and operational plans, and performance criteria should be introduced. 
Strategies of integrity should be adopted and the institutions should be directly oriented towards 
trade facilitation. 
 
 
   5.1.4.3 Infrastructure Development 
 

Infrastructure development plays a crucial role in trade facilitation. For this reason, the 
private sector accords it high priority. In the context of the current trade facilitation situation 
inNepal, developing physical facilities in customs houses and extending ICDS are two main 
components of infrastructure development. 

The physical facilities in customs offices play an important role in enhancing the speed of 
customs clearance. However, the physical infrastructure and equipment at most customs points 
are not only inadequate but also are of lower standards for the efficient clearance of goods. Most 
of the customs are not equipped with laboratories, X-ray machines, weighing bridges, cranes and 
forklift trucks, container scanners, warehouses and comfortable rooms for customs clearance. 
Regarding customs laboratories, developing stand-alone capacity for testing is critical as there 
are no private laboratories in Nepal. There is also need for construction of building, yard reform, 
and installation of additional equipments, among others. 

Establishment of ICD in Birgunj (rail-based) and in Biratnagar and Bhairahawa (both 
road-based) facilitated the operation of international trade with third countries. The management 
and operation of these ICDs is supposed to have reduced transport costs, achieved 
competitiveness in imports and exports through reduced overhead costs, and promoted 
competitive transport services to some extent. After the operation of ICDs in 3 points, 
construction of another ICD in Kakarbhitta (eastern Nepal) is underway under the financial 
assistance of ADB. Like Birgunj ICD, it would have been economical and beneficial for carrying 
trade with third countries, if there were rail linkages from ICDs to seaports and all major towns 
in India.  

From the international trade transaction viewpoint inthe western part of the country, it is 
advisable to establish ICDs in major custom points like Nepalgunj and Mahendranagar. 
Although Kathmandu is the major traffic generating center in Nepal, there is no dry port. In order 
to facilitate international movement of goods to and from Kathmandu a dry port should be 
extended there. 
 
   5.1.5 Computerization 
 

Computerization in concerned ministries and departments such as the MOICS and the 
Department of Commerce as well as their various cells, improves the timely and comprehensive 
publication and dissemination of trade-related rules and regulations. Similarly, computerization 
of customs offices not only enhances the speed of customs clearance but also improves 
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coordination among border agencies and harmonization and standardization of documents. 
Therefore, full-fledged computerization is essential.   

Although there are various benefits to customs automation, a large number of customs 
offices are yet to be computerized in Nepal. Out of 29 main customs offices and 143 sub-
customs offices, only 9 main customs offices and the DoC have been computerized. Even in 
computerized offices, many activities related to customs clearance are not covered. Different 
modules of ASYCUDA are yet to be used. Remote clearance, electronic transmission of 
documents, and electronic scanning of goods have not been introduced. ASYCUDA does not 
cover certain activities of customs such as deposit, partial clearance, auction, and old due 
collection. The DoC is planning to acquire separate software for computerizing these activities. 
Local area networks (LAN) within customs offices, and wide area networks (WAN) both within 
customs offices and between customs offices and the DoC are yet to be established. Thus, the 
following activities are urgently required for completionof customs automation:  

- Implementation of ASYCUDA in more customs offices. 
- Full implementation of ASYCUDA using different modules meant for different purposes 

in the offices where it has been introduced. 
- Establishment of LAN and WAN. 
- Acquisition and use of other software for activities which are not covered by the 

ASYCUDA. 
 
5.2 Cost of Trade Facilitation Needs 
 

The budget for the third year of the three-year customs reform plan is estimated at Rs 
227.4 million. The budget seems to be meager given the wide scope of the work plan, including 
human resource development, governance reform, simplification of customs procedures, 
automation, and enhancement of physical facilities,. It also aims to provide technical assistance 
for certain activities, which has not been included in the budget. The cost of three ICD projects 
in Birgunj, Biratnagar and Bhairahawa amounted approximately to U.S. dollar 28.5 million. On 
the basis of these two figures, crude estimate of the costs of introduction of trade facilitation 
measures comes to approximately U.S.$34.0 million. The cost breakdown is given below. 
Additionally, technical assistance (TA) for different aspects of trade facilitation is required from 
donor agencies. The cost of TA is not included in this estimate. This is a very crude estimation 
based on the limited information mentioned above. It does not in any way represent the views of 
the government. 

 
Table 4 

Cost of Trade Facilitation 
S. No. Particulars U.S.$in million 
1 Extension of inland clearance depots  25.0 
2 Computerization in DoC , MOIC and other related offices 1.0 
3 Human resource development in both government and private sector 1.0 
4 Good governance  2.0 
5 Introduction of advance ruling system and other administrative reform 1.0 
6 Physical facilities in customs 4.0 
 Total 34.0 
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Needs assessment is likely to be an ongoing process, changing over time as TF measures 
are progressively implemented. Financial and technical assistance requirements also change 
accordingly. The above cost figure is a very crude estimation and may need further revision. At 
this stage, however, what is important is identification of TF measures and priorities. Once TF 
measures are agreed, accurate cost estimation would need to be undertaken in later stage. For this 
and for agreement on TA/CB issues, an adequate transition period should be allowed to WTO 
member countries particularly LDCs. 
 
 

6. Implication for the WTO Negotiations on Trade Facilitation  
 
6.1 Priority TF measures to be considered for inclusion in the WTO TF agreement 
 

The private sector perceives the current status of trade facilitation in Nepal as generally 
normal although they see ample scope for improvement. They do not perceive the current state of 
trade facilitation as seriously problematic for conducting trade. Whatever problems they face are 
mostly domestic.  

Nepal has not so far made any proposals to the WTO Negotiating Group on Trade 
Facilitation. However, the trade facilitation proposals submitted by different countries, 
independently or jointly, as part of the WTO negotiation may exert both positive and negative 
impact on Nepal’s trade, if negotiation is finalized. Although the private sector did not 
emphasize the importance of transit issues, government officials interviewed during the study 
viewed transit facilities as a critical element for trade facilitation in Nepal. This is supported by 
the previous literature in this field. 

Article V, related to transit, is of particular relevance to Nepal and other land-locked 
countries. To facilitate flows of goods to and from a landlocked country, a wide range of modes 
of transport should be available. So, Nepal should independently or jointly make a proposal that 
transit rights be applicable in shipment of goods through all modes of transport including 
pipeline and transmission line. 

Article V provides freedom of transit via routes most convenient for international transit. 
It does not grant freedom of transit through all routes. This limits the choices of landlocked 
countries. At the same time, freedom of transit should not be viewed only as access to the sea. 
Landlocked countries especially LDCs should be provided the right to choose the route and 
means of transport. Furthermore, transit countries should provide national treatment in all transit 
goods irrespective of route and mode of transportation. TF measures taken to enhance the speed 
of customs clearance such as pre-arrival clearance, international standard procedure, and risk 
assessment-based clearance, should also be applied to the transit goods indiscriminately. 

Article V provides the right to contracting parties for movement of goods via the 
territories of transit countries. But clear definition of goods is still lacking. A broad and clear 
definition of goods to include both tangible and intangible products should be made. It may be 
easier to list what cannot be classified as goods. 
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6.2 Proposals by other WTO members 
 

A large number of proposals have been submitted by WTO members on various aspects 
of TF. Some of them are already in practice in Nepal, hence should be easily accepted by the 
country. A table showing Nepal’s current status of TF measures vis-à-vis WTO proposals is 
given below. Some TF measures are difficult to implement due to resource constraints. Such 
proposals can be implemented on a best endeavor basis only, not as binding commitments. As 
reciprocity can not be exempted from LDCs, special and differential treatment (S&D) is required 
in implementation of certain proposals. Some proposals are not acceptable, and are discussed 
further in this section. 
 

Table 5 
Status of Trade Facilitation Measures in Nepal and WTO TF Proposals 

 
Main Areas Covered Groups of Measures Falling 

Under Those Areas 
Status in Nepal 

1. Publication of Trade Regulations √ 
2. Publication of Penalty Provisions √ 
3. Internet Publication √ 
a. Internet “publication” of the 
elements set out in Article X of 
GATT 1994 

X 

b. Internet “publication” of specified 
information setting forth the 
procedural sequence and other 
requirements for importing goods 
into a Member’s territory (W/13) 

X 

4. Notification of Trade Regulations √ 

A. Publication and Availability of 
Information 

5. Establishment of Enquiry 
Points/SNFP/Information Centers 

Only at a limited level 

B. Time Periods Between 
Publication and Implementation 

1. Interval between Publication and 
Entry into Force 

√ 

1. Prior Consultation and 
Commenting on New and Amended 
Rules 

√ C. Consultation and Commenting on 
New and Amended Rules 

2. Information on Policy Objective 
Sought 

Not Clear 

D. Advance Ruling 1. Provision of Advance Rulings X 
1. Right of Appeal √ E. Appeal Procedures 
2. Release of Goods in Event of 
Appeal 

√ 

1. Uniform Administration of Trade 
Regulations 

√ 

2. Maintenance and Reinforcement 
of Integrity and Ethical Conduct 
Among Officials 

 

a. Establishment of code of Conduct √ 
b. Computerized System to 
Reduce/Eliminate Discretion 

√ 

F. Other Measures to Enhance 
Impartiality and Non-Discrimination 

c. System of Penalties  Not Clear 
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d. Technical Assistance to 
Create/Build up Capacities to 
Prevent and Control Customs 
Offences 

Not Clear 

e. Appointment of Staff for 
Education and Training 

√ 

f. Coordination and Control 
mechanisms 

Limited Effort 

1. General Disciplines on Fees and 
Charges Imposed on or in 
Connection with Importation and 
Exportation 

 

a. Specific Parameters for 
Fees/Charges 

√ 

b. Publication/Notification of 
Fees/Charges 

√ 

c. Prohibition of Collection of 
Unpublished Fees and Charges 

√ 

d. Periodic Review of Fees/Charges √ 
e. Automated Payment X 

G. Fees and Charges Connected with 
Importation and Exportation 

2. Reduction/Minimization of the 
number and Diversity of 
Fees/Charges 

X 

1. Disciplines on Formalities/ 
Procedures and Data/ 
Documentation Requirements 
Connected with Importation and 
Exportation 

 

a. Non-discrimination √ 
b. Periodic Review of Formalities 
and Requirements 

√ 

c. Reduction/Limitation of 
Formalities and Documentation 
Requirements 

√ 

d. Use of International Standards Yet to be implemented  
e. Uniform Customs Code √ 
f. Acceptance of Commercially 
Available Information and of Copies 

In very limited cases 

g. Automation √ 
h. Single Window/One time 
Submission 

Limited effort 

i. Elimination of Pre-shipment 
Inspection 

No policy decision 

H. Formalities Connected with 
Importation and Exportation 

j. Phasing out Mandatory Use of 
Customs Broker 

X 

L. Consularization 1. Prohibition of Consular 
Transaction Requirement 

√ 

J. Border Agency Cooperation Coordination of Activities and 
Requirements of all Border 
Agencies 

Let to be done 

1. Expedited/Simplified Release and 
Clearance of Goods 

 K. Release and Clearance of Goods 

a. Pre-arrival Clearance X 
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b. Expedited Procedures for Express 
Shipments 

X 

c. Risk Management/ Analysis, 
Authorized Traders 

Being initiated 

d. Post clearance Audit Being initiated 
e. Separating  Release from 
Clearance Procedures 

X 

2. Establishment and Publication of 
Average Release and Clearance 
Times 

X 

L. Tariff Classification Objective Criteria for Tariff 
Classification 

√ 

1. Strengthened Non-discrimination Not applicable 
2. Disciplines on Fees and Charges Not applicable 
a. Publication of Fees and Charges 
and Prohibition of Unpublished ones 

Not applicable 

b. Periodic Review of Fees and 
Charges 

Not applicable 

c. More effective Disciplines on 
Charges for Transit 

Not applicable 

d. Periodic Exchange between 
Neighbouring Authorities 

√ 

3. Disciplines on Transit Formalities 
and Documentation Requirements 

Not applicable 

a. Periodic Review Not applicable 
b. Reduction/Simplification Not applicable 
c. Harmonization/Standardization Not applicable 
d. Promotion of Regional Transit 
Arrangements 

Not applicable 

e. Simplified and Preferential 
Clearance for Certain Goods 

Not applicable 

f. Limitation of Inspections and 
Controls 

Not applicable 

g. Sealing Not applicable 
h. Cooperation and Coordination on 
Document Requirements 

Not applicable 

i. Monitoring Not applicable 
j. Bonded Transport 
Regime/Guarantees 

Not applicable 

4. Improved Coordination and 
Cooperation 

Not applicable 

a. Amongst Authorities Not applicable 

M. Matters Related to Goods Transit 

b. Between Authorities and the 
Private Sector 

Not applicable 

 
6.2.1 Acceptable Proposals 
 

Paraguay, Rwanda and Switzerland (TN/TF/W/39) have made a proposal to provide S & 
D treatment to LDCs regarding the extent, timing and entering into commitments in view of their 
implementing capacity. This is an acceptable proposal in view of the hardship faced by the 
LDCs, particularly landlocked LDCs. The provision of S & D treatment to LDCs should be 
binding. Proposals related to publication of information, enquiry points, consultative 
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mechanisms and appeals procedures are also acceptable as they are already in existence. 
However, TA/FA is required to enhance the capacity of extending these facilities. Similarly, risk 
assessments and post clearance audit systems have also been initiated in Nepal on a trial basis. 
These measures can be implemented provided TA/FA are available. Therefore, a proposal related 
to these measures can also be accepted. Similarly, proposal (TN/TF/W/28) of providing national 
treatment on transit goods by the transit country member is also very important for a landlocked 
country and it should be implemented in the form of a binding commitment. There are few other 
transit proposals that should be supported by Nepal given the importance of transit facilities. 
They are given below in Table 6.  
 

 
Table 6 

 
Reference Sponsors Proposals 
TN/TF/W/28 Bolivia, Mongolia and Paraguay a) National treatment for landlocked 

developing members by transit 
members 

b) Introduction of Bonded Transit 
Regime by transit member to 
member countries enjoying 
transit facility 

c) Application of international 
standards in transit facilities 

d) Preferential treatment to 
perishable goods in transit 

e) Periodic meeting of neighboring 
countries 

TN/TF/W 35 European Commission a) Legitimate transit policy 
objectives 
b) Publication and simplification of 
fees and charges related to transit 
c) Promotion of regional transit 
arrangements 
d)Bonded transport Regime 
e)Coordination amongs authorities 

TM/TF/W 30 Peru International Standards for transit 
formalities 

TN/TF/W 39 Paraguay, Rwanda and Switzerland a) Standardization and 
internationalization of customs 
documents and procedure 

b) Border coordination and 
cooperation  

c) Simplified procedures for 
authorized traders 

d) S & D treatment to LDC members 
 
 
6.2.2 Proposals Acceptable for Voluntary Implementation 
 

Pre-arrival clearance and advance ruling systems greatly enhance the flow of goods. The 
Nepalese private sector also gives high priority to these measures. But these are very new 
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concepts for countries like Nepal. Hence, proposals on these measures should not be binding on 
them. Proposals on these TF measures can be accepted on a best endeavor basis. 
 
6.2.3 Unacceptable Proposals 
 

There are some proposals which are very difficult for Nepal to implement. For example, 
given the level of technological development in the country, Nepal may not be able to implement 
technology intensive proposals such as use of the WCO Customs Data Model (TN/TW/W 18) 
and phasing out of the physical documents (TN/TW/W 36). Hence, such proposals can not be 
accepted. 
 
 

7. Concluding Remarks 
 

As it removes invisible barriers, trade facilitation plays an important role in enhancing 
international trade. Articles V, VII and X of GATT 1994 provides the basis for freedom of 
transit, fees and formalities to be applied in importation and exportation and publication and 
administration of trade regulations in order to expedite the movement, release and clearance of 
goods (including goods in transit). 

The fourth Ministerial conference of the WTO held in Doha in 2001 included trade 
facilitation in its package of agendas, known as the Doha Development Agenda (DDA) for 
further negotiations subject to explicit consensus on the modalities of negotiations. However, it 
created a sharp division between the North and South. But adoption of 4 July package agreed to 
by the WTO General Council on 1st August 2004 opened the way for negotiation on trade 
facilitation. It identified five priority areas of negotiation including TF.  

Although a WTO member, Nepal’s trading community does not currently perceive trade 
facilitation as a serious problem in Nepal. The trading community reported that current policies 
and established procedures in relation to trade facilitation do not pose a big problem. 
Nevertheless, there is ample scope for reforms. The main areas requiring reforms are human 
resource development and good governance. Despite the fact that some capacity building 
programs have taken place under the auspices of donor agencies, competent human resources is 
still very much inadequate. 

Automation of customs services is already in progress and needs to be further extended. 
Similarly, inland clearing facilities, which are of a great importance for exporters and importers 
in landlocked countries, and have been made available in three customs ports in Nepal, should be 
extended in other major customs. All these reform measures need external financial and technical 
assistance. Furthermore, elaboration of transit freedom covering alternative avenues and modes 
of transportation is also important for a landlocked country like Nepal in the long term. 

A host of proposals on TF measures are under negotiation at the WTO. Previous studies 
show that impact on trade of these TF measures is generally positive. However, some TF 
proposals, if negotiated, may have negative implications for member country trade, including 
Nepal. Such implication may even be serious. For instance phasing out physical documentation 
may not be currently feasible in Nepal. Similarly, introduction of pre-arrival clearance 
(TN/TF/W 10) may result in significant revenue losses if implemented without strong post-
clearance audit system. Hence, member countries need to be cautious and make concerted efforts 
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to arrive at a consensus on the adoption of essential TF measures, beneficial to and affordable by 
all member countries. But there is no “one size fits all.” Given their resource constraints, 
developing countries’ concern are more in building their capacity to implement 
capital/technology intensive measures. Therefore, TF measures are to be negotiated considering 
required TA/FA. In this context, it can be concluded that the following proposal by Switzerland 
based on gradual implementation mechanism seems to be suitable to Nepal: 
 
“The first object would be that all countries subscribed to a basic package (simple reforms that 
required essentially administrative measures). A limited number of additional packages would 
then be defined, each package containing a certain number of increasingly demanding and more 
efficient measures (e.g. advance lodging, risk assessment and special procedures for authorized 
traders) leading – in the last package to more advanced measures such as the single window. 
Members would be asked to comply early with the basic package but would schedule over time 
the date of effectiveness of more advanced packages” (TN/TF/M/5). 
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Annexes 
 

Annex 1 
Self Assessment Checklist for WTO TRADE FACILITATION NEGOTIATIONS 

(short version developed by WTO based on WCO Check List) 
   

Question Response Comments and precisions 
  [Yes=1; No=0]   
      
Questions/Issues related mainly to Article X (publication and administration of trade regulations) 

PUBLICATION/AVAILABILITY OF INFORMATION  

Is any of the following published?   
laws· 1  
regulations 1  
documentary requirements 1  
standard operating practices 1  
standard processing times 1  
specific customs procedures 1  
tariff classification 1  
valuation 1  
exemptions, prohibitions, restrictions 1  
duty & tax rates 1  
fees and charges 1  

administrative arrangements & requirements 1  
management plans 0  
rulings 0  

judicial decisions 1
Supreme court decisions are published in Nepal Law Journal. 
But decisions of lower level court are not published 

agreements with other countries 1  
other? 1  
   

Is relevant Customs and trade related 
information made available via the internet? 1  
   
Is relevant Customs and trade related 
information made available in:   
Customs offices 1  
embassies 0  
consulates 0  
trade missions/offices 0  
government buildings/offices 0  
public buildings/offices 0  
other? 0  
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Is relevant information made available in 
English, French or Spanish? 0  
Does Customs charge for information 
provided? 0  
When charges are made, are costs limited 
to only the service provided?   

Is information relevant to any proposed 
changes or new requirements made 
available sufficiently in advance for 
interested parties to take account of them? 0  
Does Customs publish all proposed 
changes or new requirements in advance of 
the entry into force? 0  

Do stakeholders have the opportunity to 
contribute/develop/influence/question all 
proposed changes of new requirements in 
advance of the entry into force? 1  

Does Customs invite comments from the 
public and trade on all proposed changes or 
new requirements in advance of the entry 
into force? 1  
   
Has Customs established information 
services such as:   
client/help desk 1  
enquirey point 1  
customer/trader contacts 1  
call center 1  
other?   
   
Rulings   

Does a system exist of national legislation 
establishing appropriate provisions for 
binding rulings by Customs? 1  
Does national legislation provide for 
Customs to furnish rulings within a specified 
period? 0  
Are fuling processes established with 
specific time limits? 1 Only for certain activities and only in DoC, not in customs offices. 
Do ruling procedures provide the 
opportunity for appeal with review and/or 
judicial process 1  

Does the administration provide binding 
rulings for:   
valuation 1  
classification 1  
origin 1  
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other Customs purposes? 1  
   
Appeals and Review   
Are internal appeal and review mechanisms 
established? 1  
Are internal appeal and review mechanisms 
independent? 1  
Are provisions established for an 
initialappeal to Customs? 1  
Are provisions established for a further 
appeal to an authority independent of 
Customs? 1  
Are provisions established for a final right of 
appeal to a judicial authority? 1  
Do appeal processes have specific time 
limites? 1  
Are goods released pending the outcome of 
an appeal? 1 If liabilities are discharged as per ruling 
Is a security of other form of guarantee 
required? 1 The dutiable amount has to be deposited as security before appeal. 
   
Management   
Are systems in place to monitor and 
evaluate the performance of Customs 
against established standards and/or 
indicators? 1  
Are training programmes established for 
Customs clearance procedures 1 Not adequately 
Are all Customs staff given training on 
integrity matters? 1 But nor specifically on integrity 
Has a Code of Conduct/Code of Ethics 
been developed and implemented by 
Customs? 1  
   
Systems and Procedures    
Is the customs automated? 1 But not fully 
Is electronic filing of entry documents 
provided for? 0  
Do customs and other agencies share 
information electronically? 0  

Are pre-arrival clearance procedures used? 0  
Does the administration grant immediate 
release/clearance procedures to any 
category of goods?   

Does the administration specify a minimum 
value/minumum amount of duties and taxes 
below which no duties and taxes will be 
collected? 0  
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Do you have separate expedited 
procedures for express consignment 
shipments? 0  
Can data be submitted prior to arrival of the 
godds? 1  
Can goods be released prior to completion 
of all clearance formalities? 0  
Do you have weight or value restrictions for 
express consignment shipments? 0  
Does the administration use risk analysis to 
determine which goods should be 
examined> 1 Just initiated or trial basis in selected customs. 
Do Customs control systems include audit 
based controls? 1 Just initiated or trial basis in selected customs. 

Does the Customs administration authorize 
persons with an appropriate compliance 
record for simplified and special procedures 0  

For authorized persons 
*  can goods be released on the provision of 
minimum information with full clearance 
being finalized subsequently-can goods be 
cleared at the declarant’s premises 
*  other 0  
   
Questions/Issues related mainly to Article VIII (Fees and Formalities connected with importation/exportations) 
Does the administration charge for the 
provision of information to the trade? 0  
Do fees for customs processing reflect the 
cost of services rendered?  No fees are charged other than duties and taxes 
Are fees published? 1 Refers fees charged by different agencies to issue GSPcertificate, certificate o
the amount?   
time due?   
entity assessing the fee?   
how payment can be made?   

Are fee amounts published on the internet? 0  
   
Questions/Issues related mainly to Article V (Freedom of Transit) 
General   
Have international transit systems been 
implemented? 0  
Have regional transit systems been 
implemented? 0  
Is the Customs territory a landlocked 
country? 1  
Are transit corridors established within the 
Customs territory? 0  
Are transit routes prescribed? 1 India Nepal transit treaty has prescribed transit  route for Nepal. 
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Are transit routes agreed in consultation 
with trade operators? 0  
Is abuse of the Customs transit system a 
concern in the Customs territory? 0  
Is a strict route stipulated for all high risk 
goods? 0  
Is Customs escort required for all high risk 
goods? 0  

Are time limites imposed for transit goods? 0  

Are current border posts and Customs 
offices suitably located for effective transit 
operations within the Customs territory? 0  
Are operating hours coordinated with other 
Customs administrations?   
Are controls and responsibilities at border 
posts coordinated with other border 
agencies?   
Are controls and responsibilities at border 
posts coordinated with other country’s 
Customs administrations?   
Documentation   
Is a Goods declaration required for all 
goods in transit?  Not applicable as Nepal is not a transit country. 
Is a standardized Customs transit 
declaration/document in use? 1 This document is used for goods moving via India to an from and Nepal. 

Have documentary requirements for transit 
coordinated with other border agencies?  Not applicable as Nepal is not a transit country. 

Are documentary requirements for transit 
coordinated with other border agencies?  Not applicable as Nepal is not a transit country. 

Are simplified transit declarations in use?  Not applicable as Nepal is not a transit country. 
Securities and Guarantees   
Are goods in transit relieved of the payment 
of duties and taxes?  Not applicable as Nepal is not a transit country. 
Are any fees and charges levied in 
connection with Customs transit?  Not applicable as Nepal is not a transit country. 
Has an international guarantee system been 
implemented?  Not applicable as Nepal is not a transit country. 
Are securities and/or guarantees required 
for all goods in transit?  Not applicable as Nepal is not a transit country. 
Are cash deposits required for goods in 
transit?  Not applicable as Nepal is not a transit country. 
Are securities and/or guarantees discharged 
as soon as the obligations have been 
fulfilled?  Not applicable as Nepal is not a transit country. 
Examinaton   
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Are examinations for goods in transit based 
on the application of risk assessment?  Not applicable as Nepal is not a transit country. 
Authorized Trades   
Are simplified procedures established for 
authorized consignors involved in the transit 
procedure?  Not applicable as Nepal is not a transit country 
Seals and Fastening   
Are seals and identification marks affixed by 
foreign Customs accepted for Customs 
transit operations?  Not applicable as Nepal is not a transit country. 
   
This Questionnaire was developed by WTO based on the WCO Self Assessment Check List 
   

 
 



Annex 2 
Private Sector Survey Instrument and Results 

 
I. Perceived level of implementation of GATT Articles V, VIII, and X in Nepal  

                                                                         Average score 
 

Please indicate the extent to which you agree (or disagree) with each of the following statements: 
 

1.1 Relevant trade and customs procedures and regulations are publicly available and easily accessible        
5.3           
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1.2 Information about changes in regulations and procedures are made available promptly and 
conveniently to the public                           

5.3 

 
 

1.3 Laws, regulations and judicial decisions are applied in a uniform, impartial, and reasonable manner           
3.3 

 
 
 
1.4 An independent system to appeal trade and/or customs authorities’ decisions is available and operates 

effectively                           
4.6 

 

 
1.5 A formal and effective private sector consultation mechanism exists, which allows traders to 

comment on proposed changes to regulations and procedures before they are issued and implemented.                        
4.3 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

 
 



1.6 An effective advance ruling system is in place, which allows the importer, in advance of trade, to 
obtain binding rules in certain specific areas (e.g., tariff classification, customs valuation, origin)                  

1.3 
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1.7 Documentation requirements for import/export are excessive and time consuming                           
4.0 

 
 

1.8 On average, fees and charges levied on export and import are reasonable (i.e., are limited to the cost 
of services rendered by the authorities)                           

5.0 

 
 

1.9 Penalties and fines for minor breaches of customs regulation (e.g., due to typing mistakes) are small 
and reasonable                           

4.3 

 
 

1.10 Irregular and arbitrary payments are often required to expedite release of goods from customs     
6.6 

 
 

1.11 It is easy to submit required trade documentation to trade/customs authorities for approval               
5.0 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

 
 

1.12 Computerization and automation of customs and trade procedures have noticeably reduced 
average time of clearance                          

3.0 
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1.13 The treatment of goods and vehicles in transit is non-discriminatory (i.e., imported goods are not 
discriminated based on origin and/or destination)                           

6.0 

 
 

1.14 Goods in transit are subject to unreasonable transit duties or transit charges                           
4.0 

 
 

1.15 Regulation and procedures for goods in transit are clearly defined and widely available                  
6.3 

 
 
 
1.16 Vehicles in transit are allowed to use the most convenient routes to their destination            6.0 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

ڤ         ڤ        ڤ         ڤ          ڤ        ڤ           ڤ    
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree 

 
 
1.17 Overall, in which of the following areas do you face the most problems (please select the 4 most 

problematic areas and then rank them from 1 to 4 [1 = most problematic; 4= least problematic]): 
 

a) _____ Obtaining an import license   b) ___3__ Tariff classification 

c) _____ Submission of documents for clearance  d) _____ Identification of origin of the 

goods 

e) _____ Payment of fees and penalties   f) ___2__ Customs valuation 

g) __4___ Technical or sanitary requirements  h) __1___ Inspection and release of 

goods 

i) _____ Other (please specify): …………………… 

 



 - 49 -  

 
1.18 Have problems and inefficiencies related to trade and customs regulations and procedures in 

Country resulted in significant costs (or losses) to your business? 
 
If yes, please elaborate (what is the cost trade documentation and complying with trade/customs 
regulations as a percentage of transaction value? Which trade/customs regulations or procedures 
are the most costly for your business? How could they be improved?) 

 
 
 
 
 
 
 
 
 
 

 
Yes No 

 
 
 
1.19 Overall, would you say that most of the difficulties you face in exporting from (importing to) 

Country stem from domestic trade procedures/regulations OR from procedures/regulations in the 
countries of your buyers (suppliers)? 

 
Mostly from domestic procedures/regulations  Mostly from foreign procedures/regulations 

           95 percent 5 percent 
 
Please elaborate as needed: 
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II. Identifying trade facilitation needs and priorities in Nepal  
 
Please indicate what level of priority should be accorded by the Government to each of the 
following measures to facilitate international trade and reduce your cost of doing business (Please 
read through the entire list of measures once before deciding on the level of priority for each: 0 = lowest 
priority; 1 = low priority; 2 = medium priority; 3 = high priority; 4 = very high priority; 5 = highest 
priority). 

Average score 
2.1 Timely and comprehensive publication and dissemination of trade rules 
and regulations (e.g., through the Internet) 
 

4.7 

2.2 Establishment (or improvement in the effectiveness) of enquiry points 
and/or call centers for up-to-date information on trade procedures 
 

3.3 

2.3 Establishment (or improvement in the effectiveness) of a consultation 
mechanism through which traders can provide inputs on proposed new or 
amended rules and regulations 
 

3.7 

2.4 Establishment (or improvement in the effectiveness) of an appeal 
mechanism outside of the authority of customs or related agencies for traders 
to dispute  customs and other authorities’ decisions 
 

4.0 

2.5 Establishment (or improvement in the effectiveness) of an advance ruling 
system, which allows the importer, in advance of trade, to obtain binding rules 
in certain specific areas (e.g., tariff classification, customs valuation, origin) 
 

4.7 

2.6 Beginning and, if possible, completing clearance of goods before they 
have arrived physically in the Customs territory (based on advance 
submission of good declaration and other documents) 
 

3.7 

2.7 Separating release from clearance procedures, i.e., allowing goods to be 
released before all clearance formalities have been completed (this may be 
subject to providing a financial guarantee to customs and/or post-release 
audit) 
 

2.7 

2.8 Reduction and simplification of the documentation requirements for 
import and export procedures 
 

                                   3.0  

2.9 Harmonization and standardization of documentation requirements based 
on international standards 
 

4.3 

2.10 Improvement of coordination between relevant agencies, particularly on 
document requirement, e.g., through the establishment of a single window for 
one-time submission and collection of all trade documents 
 

4.3 

2.11 Computerization and automation of trade procedures, e.g., online 
submission and approval of customs declarations, cargo manifests, including 
electronic payment of fees and customs duties. 
 

4.0 
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2.12 Improvement in customs inspection and control procedures, e.g., 
systematic use of risk analysis to determine which good should be examined, 
clearer criteria for “green” and “red” channels and special channels for 
authorized traders and express shipments 
 

4.0 

2.13 Elimination of bribery and other corrupt practices of officials involved in 
the clearance and release of imported goods 
 

4.7 

2.14 Implementation of international and regional transit systems based on 
international standards and practices 
 

3.3 

2.15 Other (please specify): a. Human resource development_____ 
                                              b. Infrastructure Development  
 

4.5 
4.5 
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Annex 3 
List of the Surveyed Enterprises 

 
Name of Firms Type of business  
1. Classic Pasmina Pvt. Ltd. Exporter  
2. Navajeevan Textile Pvt. Ltd. Exporter  
3. Nepalese Crafts Ltd. Exporter/ Manufacturer  
4. Jay Santoshi Rolling Mils Pvt. Ltd. Importer/ Manufacturer  
5. Tamrakar Utensil Industries Pvt. Ltd. Importer/ Manufacturer  
6. Akash Plastic Pvt. Ltd Importer/ Manufacturer  
7. JMB Overseas Company Pvt. Ltd Importer  
8. Amrita Craft Pvt. Ltd. Exporter  
9. Guru Arts Entreprises Pvt. Ltd. Exporter  
10. Shristi Carpet Pvt. Ltd. Exporter/ Manufacturer  
11. Makalu Carpet Pvt. Ltd Exporter/ Manufacturer  
12. Cottage Craft Pvt. Ltd. Exporter  
13. Loojah Enterprises Pvt. Ltd. Exporter  
14. Elina Garments Pvt. Ltd Exporter/ Manufacturer  
15. Mahabouddha Carpet Pvt. Ltd. Exporter/ Manufacturer  
16. Lubricants Pvt. Ltd. Importer  
17. Packing materials Enterprises Pvt. Ltd Importer  
Mahesh Overseas Group  
18. Mahesh Overseas Enterprises Pvt. Ltd. Importer/Exporter  
19. Hemanta Trade Centre Pvt. Ltd Importer/Exporter  
20. Mahalaxmi Maida Mills Pvt. Ltd. Manufacturer  
21. Rising Polymer Industries Pvt. Ltd. Manufacturer  
22 Robin Commercial Centre Pvt. Ltd. Import/Export  
23. Relaxo Footwear Industries Pvt. Ltd. Manufacturer  
24. Jayanta Plastic Industries Pvt. Ltd. Importer/Exporter  
25. Robin Foaming and Paper Product Pvt. Ltd. Manufacturer  
26. Ananta International Pvt. Ltd. Importer/Exporter  
27. pashupati Biscuits Pvt. Ltd. Manufacturer  
28. REliance Umbralla Inudstries Pvt. Ltd. Manufacturer  
29. Pinky International Pvt. Ltd. Importer/Exporter  
Golchha Organization  
30. Arihant Multifibres Ltd. Manufacturer/Exporter  
31. Sri Raghupati Jute Mills Ltd. Manufacturer/Exporter  
32. Biratnagar Jute Mill Manufacturer/Exporter  
33. Bhudeo Khadya Udhyog Manufacture  
34. Hulas Steel Industries Pvt. Ltd. Exporter/Manufacturer  
35. Neotric Nepal Pvt. Ltd. Importer  
36. Sri Hanuman Industries Manufacturer  
37. Sri Ram Sugar Mills and Distillery Unit Manufacturer  
38. Eastern Sugar Mills Ltd. Manufacturer  
39. Himanshu Maida Mills and Khadya Udhyog Manufacturer  
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40. Hulas Motors Pvt. Ltd. Exporter/Manufacturer  
41. Hulas Metal Crafts Pvt. Ltd. Manufacture/Exporter  
42. Hulas Engineering Works Manufacturer  
43. Him Electronics Pvt. Ltd. Importer  
44. Bhudeo Trading Importer/Exporter  
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Annex 4 
 
List of Persons Interviewed/ Discussed 
1. Mr. Krishna Hari Baskota, Director General, DoC 
2. Mr. Prachanda Man  Shrestha, Joint Secretary, MOICS 
3. Mr. Madhusudan Prasad Bhattarai, Chief Custom Officer, TIA 
4. Mr Dhruba Pant Chief Custom Officer, Birgunj 
5. Mr Hari Saran Pudasaini Chief Custom Officer, Biratnagar 
6. Mr. Diwakar Golcha, First Vice President, FNCCI 
7. Mr. Mahesh Agrawal, Past President, Nepal Chamber of Commerce 
8. Mr. Akhil Chapagai, President,Nepal Foreign Trade Association and 

Chairperson,International Business Committee, FNCCI 
9. Mr. Pancha Ratna Sakya, President, HAN 
10. Mr. Suresh Pradhan, General Secretary, FNCSI 
11. Mr. Niranjan Tiwadewala 
12. Mr. Kedar Bahadur Amatya, Past President, GAN 
13. Mr. Kalyan Krishna Tamrakar, Past President, HAN 

 
 
 
 
 
  
 
 
 



Asia-Pacific Research and Training Network on Trade 
Working Paper Series, No. 3, January 2006 

 
 
 
 

 
 
 

Cost and Benefits of Implementing Trade 
Facilitation Measures under Negotiations 

at the WTO: an Exploratory Survey 
 

Yann Duval* 
 

 
 
 
 
 
 
 
 
 
 
 
* Yann Duval is an Economic Affairs Officer, Trade Policy Section, Trade and Investment Division, 
United Nations Economic and Social Commission for Asia and the Pacific, respectively. The findings, 
interpretations, and conclusions expressed in this paper are entirely those of the author and do not 
necessarily reflect the views of the United Nations. Research assistance provided by Zhou Li and Carsten 
Vogel is gratefully acknowledged. 
The Asia-Pacific Research and Training Network on Trade (ARTNeT) aims at building regional trade 
policy and facilitation research capacity in developing countries. The ARTNeT Working Paper Series 
disseminates the findings of work in progress to encourage the exchange of ideas about trade issues. An 
objective of the series is to get the findings out quickly, even if the presentations are less than fully polished. 
ARTNeT working papers are available online at: www.artnetontrade.org. All material in the working 
papers may be freely quoted or reprinted, but acknowledgment is requested, together with a copy of the 
publication containing the quotation or reprint. The use of the working papers for any commercial purpose, 
including resale, is prohibited. 
 

http://www.artnetontrade.org/


Table of Content 
 
Executive Summary .................................................................................... 2 
 
Introduction ................................................................................................. 3 
 
A review of WTO proposals and the literature ........................................... 4 

a- Implementation costs in WTO Members’ proposals to the NGTF ..... 4 
b- An overview of policy studies on the cost and benefits of trade 
facilitation ................................................................................................ 7 

 
An Expert Survey on Implementation Costs of Selected Trade Facilitation 
Measures.................................................................................................... 10 

a- Methodology ...................................................................................... 10 
b- Results................................................................................................ 12 

i- Implementation cost and time of selected trade facilitation 
measures. ............................................................................................ 12 
ii- Priority of trade facilitation measures............................................ 20 
iii- Sequencing of trade facilitation measures .................................... 21 

 
Conclusion................................................................................................. 22 
 
References ................................................................................................. 25 
 
Annex 1 –Cost/benefits/concerns of implementing TF measures: A review 
of WTO members proposals TF/TN/W/6 to TF/TN/W50 ........................ 27 
 
Annex 2 - Expert Survey Instrument......................................................... 32 

 

 1



Executive Summary 
 

After a review of implementation cost information found in WTO members 
proposals to the NGTF and relevant research and policy studies, results of an expert 
survey on the implementation costs associated with 12 trade facilitation measures (TFMs) 
relevant to the negotiations are presented. Long-term savings greatly exceed the 
perceived implementation costs for all measures considered. However, TFMs under 
consideration by the NGTF for possible inclusion in revised GATT articles V, VIII and X 
should be selected carefully as overall cost implications for Governments differ 
significantly across measures, as does time needed for implementation in LDCs. 

The type and extent of technical assistance provided, as well as the amount of 
flexibility to be given, may depend on the types of costs involved in implementing the 
various TF measures – 5 types of costs where considered in this study. The main cost 
component associated with implementing some of the TF measures may often not be 
related to regulatory, training, or equipment costs, but to political costs. Indeed, 
implementation of TFMs involves various degree of change in how things are done and 
change is often perceived negatively, at least in the short-term. Therefore, Governments 
may need time flexibility for implementing TFMs with perceived high political costs, 
while they may need technical assistance in the form of international experts for TFMs 
involving mainly HR training costs, or in the form of grants for those requiring 
investments in infrastructure and equipment. 

Experts did rank adoption and use of international standards, establishment of 
enquiry points, trade facilitation committees and online publication of trade regulations 
and procedures as priority measures, although there was some disagreement on the 
English language requirements for publication and the need for single vs. multiple 
enquiry points. Provision of advanced and binding rulings on tariff classification, 
valuation, and origin, also a relatively “low cost” measure, is also given priority. The 
only “costly” trade facilitation measure included in the top 5 priority TF measure by the 
expert is the establishment of a risk management system. This is not surprising given the 
significant savings and private sector benefits associated with this specific measure (in 
terms of cutting average customs clearance time) and the fact that it may be implemented, 
in its most basic form, with limited investment in IT systems. 

All experts point to the need for logical sequencing of the measures and the fact 
that trade facilitation measures should be preferably implemented as part of an overall 
national trade facilitation programme, as opposed to a series of stand alone measures 
implemented in isolation. However, it is noteworthy that some experts disagree on the 
details of implementation (e.g., enquiry points vs. single national focal points) and note 
that some measures may not be beneficial depending on how and where they are 
implemented. This finding suggests that the WTO may need to establish a long-term 
institutional mechanism to deal with evolving trade facilitation measures and issues. 
Countries may also agree on a subset of well-defined TFMs to be implemented by all, as 
well as on a complementary list of possibly more controversial TFMs from which 
countries would select, based on their own needs and specificity, a pre-determined 
number of measures for implementation. 
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Introduction 
 
The WTO’s 147 member governments agreed on 1 August 2004 to commence 
negotiations on trade facilitation. The issue of whether trade facilitation, along with four 
other so-called “Singapore issues”, should be included in the Doha round of negotiation 
had been one of the issues that resulted in the failure of the WTO Ministerial Meeting in 
Cancun in 2003. 
 
The main reason for the reluctance of many developing countries (DCs) to negotiate on 
trade facilitation as part of the Doha Development Agenda seemed to be the fear that 
implementation of such agreement would entail substantial investment in infrastructure 
and human resources for them, while at the same time requiring nothing from the 
developed countries who have already implemented many of the trade facilitation 
measures (TFMs) likely to be included in a multilateral trade facilitation agreement. 
Some also feared that a trade facilitation agreement might not reflect the needs and 
priorities of their countries in this area, as most of the standards and international best 
practices were established by a few developed countries based on their own needs and 
priorities. Finally, a binding trade facilitation agreement could have serious consequence 
on some countries because many of the lesser developed countries still derive a 
significant share of their Government revenue from Customs activities. 
 

The August 1 Decision of the WTO General Council, often referred to as the “July 
Package”, outlined the modalities of the trade facilitation negotiations in its Annex D1. 
Members agreed that the negotiating agenda would focus on clarifying and improving 
relevant aspects of Articles V (freedom of transit), VIII (fees and formalities) and X 
(publication and administration of trade regulations) of the GATT 1994; enhancing 
technical assistance and support for capacity building; and effective cooperation between 
customs or any other appropriate authorities on trade facilitation and customs compliance 
issues. 

In addition, Annex D specified that the negotiations “shall address the concerns of 
developing and least-developing countries related to cost implications of proposed 
measures”. This issue was also specifically included in the negotiating agenda approved 
by members during the first meeting of the Negotiating Group on Trade Facilitation 
(NGTF) held in November 2004, along with the need to identify trade facilitation needs 
and priorities and special and differential treatment for DCs and least developed countries 
(LDCs)2.  

Although the negotiations on trade facilitation have progressed well and WTO members 
were able to agree on a Ministerial Declaration at the sixth WTO Ministerial Meeting in 

                                                 
1 http://www.wto.org/english/tratop_e/dda_e/ddadraft_31jul04_e.pdf
2 http://www.wto.org/english/news_e/news04_e/tradefac_15nov_e.htm
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Honk-Kong in December 2005, information available on the potential benefits and costs 
of specific TFMs proposed to the NGTF is still lacking as research on trade facilitation 
remains at an early stage of development, especially in the less developed countries. 
 
The objective of this paper is to address some of the concerns related to cost implications 
of trade facilitation (TF) measures by providing qualitative information on 
implementation costs (and benefits) associated with selected TF measures, which may 
provide some useful guidance to negotiators and policy makers as they decide which 
measures may or may not be included in revisions of the three GATT articles under 
negotiation, as well as in future trade negotiations. Following an overview of the related 
literature and a review of the cost/benefit information included in some of the WTO 
members proposals, the results of an exploratory expert survey on the cost of 
implementing selected TFMs are discussed. 
 
 

A review of WTO proposals and the literature 
 
a- Implementation costs in WTO Members’ proposals to the NGTF 

 
While the WTO Secretariat’s compilation of members’ proposals on the Negotiations on 
Trade Facilitation (TN/TF/W/43/Rev.4) specifically include sections on Special and 
Differential Treatment and Technical Assistance and Support for Capacity Building for 
each category of TF measures, it does not summarize the content of the proposals in 
terms of expected implementation concerns or costs (and benefits) of the various 
proposals and related measures. A review of the first 50 proposals submitted to the NGTF 
was therefore conducted to analyze members’ opinions on the implementation costs (and 
benefits) of TF measures presented in their proposals. The following observations may be 
drawn from this review (see Annex 1 for details): 
1. It is generally agreed in the various proposals that the introduction and implementation 
of most TF measures would entail some start-up costs for the government agencies in the 
short term. However, once the measures are established, it is unlikely that significant 
financial burdens would be involved to maintain these measures. In fact, most proposals 
recognize that the introduction and implementation of TF would eventually reduce 
government expenditures through enhanced transaction efficiency and transparency, 
elimination of duplicative or bureaucratic functions, more economical allocation and 
more reasonable and efficient use of administrative resources. 
 

Box 1- Public resources saved through the development of border agency 
cooperation (TN/TF/W/48 by Norway) 

Measures taken: 
• A customs border cooperation agreement was signed between Norway and Sweden in 

1960, involving 18 Norwegian and 21 Swedish customs officers along the border. A 
similar agreement between Norway and Finland entered into force in 1969. 
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• An agreement on customs cooperation between the EC and Norway was signed in 
1997. 

 
Benefits: 
A calculation was made in 1995 of what the consequences would have been if the 
agreements had not been approved by the EU while at the same time maintaining the 
same level of service:   
• 10 new customs offices would have had to be opened on the Norwegian side of the 

border.   
• 100 new customs officers would have had to be employed.   
• NOK 100 million (16 million USD, approximately) in additional costs for the 

customs authorities for new buildings, salaries etc (50% of these cost would be a one 
time investment and 50% would be an annual cost).   

• NOK 250 million (39 million USD, approximately) additional costs for the economic 
operators, mainly due to longer waiting time and double stops at the border (annual 
costs).   

 
2. The proposals generally suggest that the initial costs for implementing most of the TF 
measures would be rather modest. Since implementation of TF measures will primarily 
benefit traders – benefits to SMEs are particularly mentioned – some of the initial costs 
may be transferred to them through charges for the relevant services they receive. This 
has been done in some countries for advanced ruling and release of express shipments 
(see TF/TN/W/12 and TF/TN/W/15 submitted by the USA). Some TF measures, such as 
collateral security for release of goods (see TF/TN/W/19 by Australia and Canada), are in 
themselves financial services offered by the private sector.  
3. Proposals largely recognize that costs of implementation vary substantially across TF 
measures. Some TF measures may require considerable start-up costs and time. For 
example, China, in its proposal TF/TN/W/26, suggests that that Internet publication of 
trade regulations and establishment of enquiry points “require high resource input, 
especially for some developing countries”, with implementation costs closely related to 
the IT modernization level of individual members. Some other TF measures are thought 
to require only minimal incremental costs, e.g. Hong Kong, China believes that the 
simplification/minimization and the periodical review of import/export documentation 
requirements “does not entail substantial costs” or “give rise to major problems of 
capacity” (see TF/TN/W/31) - New Zealand, Norway and Switzerland share a similar 
opinion in their proposal TF/TN/W/36. Finally, a few TF measures are believed to 
generate pure benefits without entailing any significant implementation costs, e.g. the 
USA and Uganda proposal to prohibit consular transactions (see TF/TN/W/22), which 
they consider would ‘result in costs saving to traders and administrators alike’. 
4. The likelihood that the implementation costs of certain measures would vary according 
to the individual situation of each member country was also clearly acknowledged. The 
differences in the existing infrastructure and facility, the IT modernization level, the 
professional qualifications of customs staff, the degree of development of regulatory 
system, legal framework and legislative structure, etc. among the member countries may 
play an influential role in determining the costs. For instance, in its proposal TF/TN/W/9, 
Canada suggests that the costs for setting up advanced rulings would be minimal for 
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countries with an established related program, whereas new costs for rulings publication, 
staff recruitment and supplementary training would be necessary for the others. 
5. Four types of costs (or cost components) were mentioned in the proposals: 

• Infrastructure/facility costs: For implementation of some measures, investment in 
new facilities, equipments and infrastructure was deemed necessary. For example, 
establishment of Internet publication calls for the development of an IT 
infrastructure (see TF/TN/W/13 by the USA, TF/TN/W/26 by China, 
TF/TN/W/40 by Argentina). Setting up express clearance systems and enhancing 
cooperation among border agencies may also involve costs for newly equipped 
processing lines and information and communication products, respectively. 

• Human resource costs: Effective implementation of many TF measures implies 
the enhancement or amendment of administrative capacity, which typically 
require recruitment of new staff and/or supplementary training for the existing 
personnel. HR costs are mentioned in many proposals in relation to a wide variety 
of TF measures, including advanced rulings, risk management and operation of a 
‘single-window’. 

• Regulatory/legislative costs: Some TF measures may require the modification of 
the existing regulatory practices or adoption of new legislations. These costs 
greatly hinge on the situation, including legislative structure and procedures, in 
each individual member countries. 

• Reduced revenue from fees and charges: EC and Australia (see TF/TN/W/23) 
acknowledge that TF measures that involve the reduction/minimization of the 
numbers and diversity of fees/charges may reduce the government revenue 
accordingly. 

6. There are no noticeable discrepancies in the opinions on TF implementation costs and 
benefits between developed countries and developing countries, including the LDCs. 
 

Box 2 - Costs/benefits assessment of establishment of express clearance system 
(TN/TF/W/44 by SCTTPKM) 

Measures Taken: 
•   In 1995, ‘Regulations Governing Import and Export Customs Clearance Procedures 

for Express Consignments’ were enacted and Customs began providing 24-hour/7-day 
services. 

• In 1998, the Customs set up an ad hoc task force to improve the express clearance 
system, taking into account results of a review conducted by APEC in 1997. An 
Express Division was later established. 

• In 2000, ‘Directions Governing the Simplified Clearance Procedures for Express 
Consignments’ came into force. 

 
Benefits: 
•   The average clearance time was dramatically reduced, from 48 hours in 1996 to a 

mere 2 hours today.  
•   The volume of express entries increased sharply in the period from 2001 to 2003. 

While regular import/export entries grew by 11.4%, express entries increased by an 
impressive 58.7%.   
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•   The ratio of express entries to total entries also rose steadily, from 71% in 2001 to 
more than three quarters in 2003. 

 
Costs: 
• 20 new processing lines were established, each equipped with an X-ray scanning 

machine. Some of the initial infrastructure costs were shared with express shipment 
providers. 

• A total of 117 officers at the Express Division are involved, working day and night 
shifts so as to provide a 24/7 service.  These officers were relocated from other 
divisions, with no need for major new personnel recruitment overall. Some of the 
operational costs are also borne express shipment providers. 

 
Overall, most proposals, with the exception of W/44 and W/48 (see box 1 and 2), do not 
provide detailed assessment of the costs/benefits associated with the TF measures 
promoted. While deriving quantitative estimates of the implementation costs of specific 
TFMs may be difficult because of the country-specific nature of the exercise and the 
complexity in breaking down costs among TFMs, it may be important for negotiators to 
have a better, even if qualitative, understanding of the costs associated with each of the 
TF measures they will agree (or not) to include in the revisions of Articles V, VIII and X.  
 
 
b- An overview of policy studies on the costs and benefits of trade facilitation 

 
Quantification of the economic benefits associated with trade facilitation represents a 
major challenge due to the lack of reliable and precise data and the complexity of the 
underlying issues. A recent review of the literature in this area was conducted by OECD 
(2005). Quantitative studies generally show that reductions in trade transaction costs 
(resulting from implementation of TFMs at the border) may result in global welfare gains 
of the same or larger magnitude than those expected from tariff liberalization (e.g., APEC, 
2002). These studies also generally show that no, or very few, countries would loose 
from global trade facilitation and that developing countries have the most to gain from 
implementation of TFMs, although important variations can be expected across countries, 
sectors, and types of traders (Francois et al., 2005; OECD, 2003). 
 
Different approaches and methodologies have been used to measure/study the impact of 
trade facilitation, including the following: 

• Estimation of the effect of improvement of trade facilitation modelled as 
“technical progress in trading/transport activities” (improvement in the 
productivity of the transport sector) on income/welfare in classic Computable 
General Equilibrium (CGE) models. Recent models also incorporate a logistic tax 
modelled as a reduction in import and export charges/duties, which results in 
adjustment in the government sector (because of loss of duty). By examining how 
ad hoc technical progress in trade/transport changes or reduction in import and 
export charges/duties, some implications can be inferred on the overall impact of 
trade facilitation (as in OECD, 2003). 
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• Estimation of the effect of changes in selected trade facilitation indicators (e.g., 
Port Efficiency Index) on trade flows using gravity models. For example, Wilson 
et al. (2004) develop a gravity model that accounts for bilateral trade flows in 
manufactured goods in 2000-01 between 75 countries, using traditional factors 
(such as GDP, distance, language, and trade areas) and augmented by the 
TFMs/indicators for each country. This method allows examination of the impact 
of categories/groups of TFMs on trade (e.g., TFMs related to port efficiency). 

 
Neither of the two approaches mentioned above allows evaluation of the economic and 
trading impact of specific TFMs or instruments, such as those that might result from a 
possible future WTO agreement on trade facilitation (although Wilson et al.’s approach 
may allow prioritization of trade facilitation capacity building projects across four broad 
areas). In addition, both methods require large amounts of data not easily available, 
collected (or made consistent) across developing countries. 
 
In addition to these global or regional macro-level studies, a number of micro-level and 
country case studies have also been conducted (e.g., Abid Khan, 2004; Nomura Research 
Institute, 2004; Keen, 2003; OECD, 2005b) which highlight the significance of 
inefficient trade regulations, documents and procedures in impeding firms in some 
developing countries to compete in the global markets, and point to the potentially large 
benefits associated with implementation of TFMs to cut customs clearance time and 
streamline trade regulations. 
 
While the definition/scope of trade facilitation (and related measures) varies widely from 
study to study and the estimated benefits are very often not linked to a specific TF 
measure, there is a broad consensus that implementation of TFMs result in significant 
welfare and competitiveness gains in both developing and developed countries. The 
significance of the long-term benefits associated with trade facilitation is also not a 
controversial issue among trade policy makers and negotiators, as demonstrated by the 
spirit in which the WTO trade facilitation negotiations are taking place, as well as the 
constructive discussions that took place during the OECD Global Forum on Trade 
Facilitation, held in Colombo, Sri Lanka in October, 2005. 
 
However, the initial and operational costs associated with TFMs remains of concern to 
developing countries Governments who need to decide to what extent they should 
allocate their very scarce resources to their implementation. The existing literature 
provides little information on the costs associated with implementing the various 
measures discussed. In a first attempt to address this issue of particular concerns to 
Developing countries and LDCs member of the WTO, OECD conducted a series of 
country surveys in 2004 and 2005. 
 
Data on implementation approaches and costs of eleven TFMs selected among those 
proposed by WTO members for negotiations was collected in fourteen developing 
countries (OECD, 2004; OECD, 2005c). While the OECD cost study does not include 
any conclusive quantitative cost estimates for the measures examined, it provides very 
useful information on the relative complexity of the various measures examined and 
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some of the major issues associated with their implementation. The study focused 
specifically on implementation costs for Government and considered the following 4 cost 
components (1) Regulatory costs, (2) Institutional costs, (3) Training costs and (4) 
Equipment/Infrastructure costs specifically and directly related to a given TF measure. 
However, the study notes that overall implementation costs of specific measures will be 
affected by the current level of infrastructure development in each country, which may 
need to be improved before a particular measure may be effectively implemented. While 
the study did not attempt to compare costs of various measures examined, risk assessment, 
audit-based controls, and special procedures for authorized persons are identified as the 
most complex and costly measures, followed by advance lodgment and processing of 
data. In contrast, advance rulings and security for duties and taxes reportedly have 
minimal implementation costs. The study concludes that the costs of even the most 
technically demanding measures were by no means large, observed inter-linkages 
between various TFMs require the need for a coherent implementation plan of the TFMs 
to be included in the negotiations. 
 
As part of the implementation of a research programme approved by policy makers in the 
Asia-Pacific region, members of the Asia-Pacific Research and Training Network on 
Trade (ARTNeT) also conducted some research on implementation costs in the context of 
the WTO negotiations, loosely following the OECD survey methodology. Five country 
case studies including Nepal, China, India, Bangladesh and Indonesia are nearing 
completion. However, a review of existing drafts suggests that, while the studies are 
helpful in identifying overall needs and priorities of TFMs, the cost-related findings are 
not detailed enough to easily lend themselves to cross-country comparison and 
generalization (for details, see www.artnetontrade.org). 
 
To the authors’ knowledge, no other published work has focused directly on the 
implementation costs issue so far, although some international organizations that have 
been involved in the implementation/financing of a number of trade facilitation and 
customs reform programmes in developing countries are reportedly working on the issue 
using the detailed past and current programme and project costs they have on record. 
Arguably, however, what policy makers and negotiators really need is an overall 
“independent” view of the relative cost of the various TFMs on the negotiating table, as 
well as a sense of how these measures should be sequenced. 
 
In that context, an explicitly qualitative study of the various costs and benefits associated 
with specific TF measures based on multiple expert opinions may be a useful 
complement to the various case studies and the more quantitative work that has been 
done so far. In addition, a qualitative approach may allow for the political dimension to 
be included in the cost estimates, as many of the trade facilitation and customs 
practitioners are well aware that this dimension is crucial to the success, failure and 
implementation time of most TFMs.  
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An Expert Survey on Implementation Costs of Selected Trade 
Facilitation Measures 
 
a- Methodology 

 
 Given the lack of reliable quantitative information on the cost of implementation 
of specific TFMs, a qualitative expert survey was undertaken to gain some insight on the 
issue. Expert surveys have been used in many fields, including political science (e.g., 
Leonard, 1999, Steenbergen et al., 2006), finance (e.g., “analysts ratings” of companies 
listed in the major stock markets), marketing (e.g., Wilkie, 2005) but also sustainable 
tourism, medicine and agriculture (e.g., Gabre-Madhin, 2003). While expert surveys have 
limitations and should be considered exploratory in nature, they are useful in providing 
some independent assessment on complex, technical and specialized issues for which 
data is not readily available. This method may therefore be particularly be well suited to 
examine the cost of implementation of trade facilitation in the context of the on-going 
multilateral trade negotiations, where what is needed is a general unbiased assessment of 
the relative cost of the various TFMs being negotiated that could serve as a reference 
point for negotiators in their discussion and for the policy makers and national experts in 
arriving at more detailed cost benefits estimates. 
 
 The expert survey instrument developed had three parts. Part A requested the 
experts to describe the likely cost for the Government of implementing 12 TFMs in an 
LDC or low-income developing country based on their experience. The following cost 
components were included:  

• Regulatory/Legislative Costs: Extent to which new legislation will be needed, 
requiring expertise and time. 

• Institutional Costs: Extent to which new institutions will be needed, additional 
units in existing institutions, or restructuring with existing institutions 

• Human Resources (HR) Training Costs: Extent to which government officials will 
need to be trained for efficient implementation of the trade facilitation measure 

• Equipment/Infrastructure Costs: Extent to which new/additional equipment will 
be needed for implementation of the measure, as well as to ensure its 
effectiveness (e.g., if docs are published online but SMEs do not have internet 
access because of lack of a decent national ICT infrastructure...) 

• Political Costs: Extent to which such measures will be resisted by staffs within 
relevant institutions; or by policy makers because of fears of loosing political 
support they need 

• Recurring/Operating Costs: Costs associated with maintaining the new/additional 
systems associated with the trade facilitation measure (e.g., replacement of 
computers and softwares for e-customs or e-trade doc. systems; salary/wages of 
dedicated additional staffs or experts;...) 

 
In addition, experts were also asked to evaluate the long-term savings potential of 

each measure – i.e., extent to which full implementation of a trade facilitation measure 
will result in savings for the administration involved (e.g., customs) – as well as the time 
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it would take to implement a measure in an LDC, provided appropriate technical 
assistance was made available.  

In part B, experts were asked to rank order 5 of 12 measures as high priority 
measures for inclusion in a revision of Article V, VIII, X or a WTO Agreement on Trade 
Facilitation. Part C asked experts to put the 12 TFMs into three groups for sequential 
implementation, recognizing the fact that many of the measures being discussed at the 
WTO where interlinked and would need to be implemented in sequence. The complete 
survey instrument is provided in Annex II. 
 

Table 1- Trade Facilitation Measures Selected for Analysis 
 

Trade Facilitation Measures Related WTO Members’ 
TN/TF/.. Proposals* 

TF1. Alignment of trade documents according to the UN Layout Key for 
trade documents, adoption of the HS nomenclature and use of 
internationally agreed standard data elements for trade documents 

W/17, W/18, W/30, W/36, 
W/46, W/62 (Use of 
International Standards) 
 

TF2. Systematic and timely online publication of relevant trade 
regulations and procedures, including fees and charges, in the local 
language and in English 

W/13 (also W/6, W/7, W/8, 
W/14, W/17, W/23, W/26, 
W/30, W/32 and W/45) 

TF3. Establishment of enquiry points and single national focal points for 
trade regulations and other trade facilitation issues 

W/6; W/7, W/8, W/10, W/26, 
W/30, W/45 

TF4. Establishment of a national trade facilitation committee to 
comment on new and amended rules prior to their entry into force as 
well as to conduct periodic reviews of trade procedures 

W/6, W/7, W/8, W/24, W/26, 
W/32 

TF5. Provision of advance rulings on tariff classification, valuation, and 
origin that are binding (for a specific time period) 

W/8, W/9, W/10, W/12, 
W/38, W/45 (also W/66) 

TF6. Establishment of an effective appeal procedure for Customs and 
other agencies rulings 

W/6, W/8 

TF7. Establishment of a single window system, defined as a system 
allowing traders to submit all relevant documents at one time and place 
for approval by all government agencies. This system may or may not be 
IT based.  

W/17, W/18, W/30, W/45, 
W/46 (also W/20, W/58 and 
W/69) 

TF8. Establishment and systematic use of pre-arrival clearance 
mechanisms (processing of goods declarations received in advance of 
goods arrivals, and pre-arrival clearance) 

W/10, W/17, W/18, W/30, 
W/46 (also W/45, W/53 and 
W/69) 

TF9. Implementation of modern risk management systems for release 
and clearance of goods 

W/10, W/17, W/18, W/30, 
W/45, W/46, W/49 (also 
W/42 and W/61) 

TF10. Establishment and wider use of audit-based customs (post-
clearance audits) 

W/10, W/18, W/30, W/49 
(also W/55 and W/69) 

TF11. Expedited clearance of goods (subject to post-clearance audit) 
based on a bond, guarantee, or deposit arrangement. 

W/28, W/35, W/39 

TF12. Expedited procedures for express shipments and qualified 
traders/companies 

W/10, W/15, W/30, W/44, 
W/45); See also W/40 and 
W/65 

* All proposals are available online at www.wto.org. This table is based on information contained in the 
WTO compilation of proposals issued on 31 October 2005 (TN/TF/W/43/Rev.4) 
 
 Because of the need to keep the survey instrument to a manageable length, only 
twelve TFMs were specifically included, with the option for the respondent to add one 
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more to the list. The list of twelve TFMs was based on discussions within the ARTNeT 
Trade Facilitation research team and its advisors after a review of the proposals on the 
table in May 2005. The 12 measures are closely related to the trade facilitation areas 
selected by the OECD when it conducted its series of national surveys on the cost of 
implementing TFMs in 20053. 
 

The 12 measures included are summarized in table 1, along with references to the 
various WTO member proposals to the Negotiating Group on Trade Facilitation. Most 
TFMs are related to Customs reform and may be considered for inclusion in revisions of 
Articles VIII and/or X. No TF measures specifically related to transit issues (Article V) 
were included in the survey. 
 
 Experts were selected based on the roster of trade facilitation experts and 
international organization focal points of the Trade Efficiency and Facilitation Section, 
Trade and Investment Division, UNESCAP. Twenty experts and international 
organizations with known previous experience working on trade facilitation issues and 
implementation of various TFMs globally or in the Asia-Pacific region were contacted by 
email to complete the survey, following testing of the instrument by two senior experts. 
The minimum requirement set for survey responses to be included in the analysis was 
that the respondent had a minimum of 4 years of on-going experience in trade facilitation 
and implementation of TFMs in more than one country of the UNESCAP region. All 
respondents were asked to complete the surveys individually based on personal 
experience and not on behalf of their organizations. 
 
b- Results 

 
Fourteen international experts completed the survey between September 2005 and 

November 2005, resulting in a response rate of 70 per cent. Respondents included 
experienced staff and/or senior trade facilitation consultants from the Asian Development 
Bank (ADB), OECD, UN Conference on Trade and Development (UNCTAD), UN 
Economic Commission for Europe (UNECE), UN Development Programme (UNDP), 
UNESCAP, World Customs Organization (WCO) and the World Bank. The average year 
of experience of the sample in trade facilitation was 11 years (140 years of cumulated 
trade facilitation experience), with a majority of the respondent having acquired their 
experience in the South and Southeast Asian countries. 

 

 i- Implementation cost and time of selected trade facilitation measures. 
 

Figure 1 shows the average implementation time and the relative cost and benefits 
(long-term savings) associated with each of the TFMs considered. In that figure, 
qualitative cost estimates are expressed in the form of an index, calculated as the average 

                                                 
3 OECD included 11 trade facilitation “areas” in its country surveys, while this survey included more 
specific trade facilitation measures (e.g., OECD considered “publication and availability of information” 
while we considered “online publication of all relevant trade regulations in local language and English”).  
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of each respondent’s estimate divided by the average setup costs estimates for all TF 
measures of that respondent. This index shows the implementation cost of each measure 
relative to the average setup cost of all measures considered, which may be very useful in 
assisting negotiators to prioritize the various measures4. For example, a trade facilitation 
measure with an indexed setup cost value of 1 means that experts, on average, estimate 
that this measure has average setup costs when compared to other measures, while a 
value of 2 would indicate that a given trade facilitation measure has implementation costs 
of twice the average setup costs of all TF measures included in the survey. 
 

Figure 1- Experts’ Qualitative Assessment of the Relative Cost, Benefits and Time 
Needed for Implementing Selected Trade Facilitation Measures 
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The results provide qualitative estimates of setup costs, operating costs as well as 
long-term savings to be incurred by the governments implementing the selected measures. 
The most striking result is that all respondents, which also included senior customs 
officers from developing countries not initially supportive of including trade facilitation 
in the WTO negotiations, agree that long-term savings far exceed the setup and operating 
costs for all TF measures. 

Another glance at Figure 1 also reveals that operating costs are perceived to be 
much lower than initial setup costs, except for three of the 12 measures: online 
publication, single national focal points, and national trade facilitation committees. 
However, the overall costs of these three measures are among the lowest in the set 
considered. The trade facilitation measure with the lowest cost and the highest relative 

                                                 
4 That index could be used in comparing estimates across experts, as comparing absolute estimates across 
experts would not be appropriate. Because experts may have used different anchors (reference points) when 
estimating whether costs for a particular measure were Very Small [VS = 1], Small [S=2], Medium [M=3], 
High [H=4] or Very High [VH=5], interpretation of the results must be done in relative rather than 
absolute terms.  
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long-term savings to cost ratio is that which refers to the adoption and use of international 
trade facilitation standards such as the UN layout key for trade documents and the HS 
nomenclature. 

Establishment of (electronic) single windows system is perceived as the most 
costly of the 12 TF measures, followed by the implementation of a risk management 
system and the establishment and wider use of audit-based customs. These three 
measures also take the most time to implement, with experts indicating that least 
developed and low-income developing countries would need at least three to five years 
for implementing them, provided they had adequate resources to do so (three to five 
years). Expedited procedures for express shipments and qualified companies, setup of a 
system of bond or deposit guarantees and establishment on national trade facilitation 
committees, were seen as three measures that could be implemented quickly provided 
that political will existed. 

Figure 2 shows qualitative cost estimates by cost category defined earlier 
(regulatory setup costs, institutional setup costs, human resources training setup costs, 
equipment setup costs, political setup costs and recurring costs) for all TF measures. 
Interestingly, political costs, defined as the “Extent to which a measure will be resisted by 
staffs within relevant institutions; or by policy makers because of fears of loosing 
political support they need” are among the top two costs categories for 10 of the 12 TF 
measures considered. Equipment/Infrastructure also ranks as a top cost category for five 
of the 12 measures, followed by human resources training cost during the initial phase 
(top cost category for 4 of 12 TF measures). Regulatory costs are generally perceived to 
be low relative to other cost categories, except for the implementation of effective appeal 
procedures of Customs rulings and the establishment of a bond guarantee or deposit 
system to expedite the clearance of goods. 
 As they provided their cost estimates, the experts were also encouraged to provide 
additional insights on the implementation and cost of various TFMs. The main comments 
are summarized below: 
 
 TF1. Alignment of trade documents according to the UN Layout Key for trade 
documents, adoption of the HS nomenclature and use of internationally agreed standard 
data elements for trade documents 

• The resistance and inertia to the change of existing trade documents could be quite a 
challenge. Detailed and tedious work towards agreed and harmonized data elements, their 
semantics and coding, along with the involvement of several agencies could make this 
exercise very costly in terms of time and institutional costs (e.g. preparation and on-going 
activities of capable working team). 
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Figure 2 – Average Qualitative Cost Estimates of Trade Facilitation Measures by Cost Category    
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• It should be noted that in most administrations some amount of alignment has already 
been done (all the developing countries which use ASYCUDA may be considered as 
having implemented this group of measures). One necessary alignment would be for the 
customs declarations to be aligned. 

• Note that the UN layout key implementation is likely to be skipped if the LDC does not 
have an automated Customs system. The adoption of UNEDIFACT/CEFACT standards 
and implementation of WCO data models, the HS system and a Customs automation 
system are generally integrated into a single programme. The UN Layout key as a stand 
alone approach only applies if the system is to remain a hard copy paper-based system. 

• These measures are prerequisites to more advanced TF measures, such as e-single 
window. 

 
 TF2. Systematic and timely online publication of relevant trade regulations and 
procedures, including fees and charges, in the local language and in English 

• This should be done through a web based system, which should also publish all 
regulations and Laws affecting importers and exporters, trade professionals and permit 
issuing agencies. Ideally, this should integrate enquiry points (TF3) into the same site and 
feedback system. Such a system would need to be supported by a small team and should 
provide a very fast turnaround to queries and a FAQ section on the web site, together 
with comprehensive trade and trade facilitation links. 

• The most costly aspect is English translation, which will generate both initial and 
operating costs. The costs of online publication may depend on the level of ambition 
(level of detail/interactivity) but some of the initial costs can be minimized by using 
resources provided by international organizations (e.g., model websites). 

• Capability of users, e.g. traders especially SME, including necessary national ICT 
infrastructure, and their human capability, are necessary to fully gain benefits from this 
measure. The implementation of the necessary national ICT infrastructure could delay the 
readiness and the usage of this measure. 

 
 TF3. Establishment of enquiry points and single national focal points for trade 
regulations and other trade facilitation issues 

• The question of who should operate and manage such a system is more complex. It could 
be the Ministry of Commerce, Ministry of Finance, Customs, etc. Ideally it should be a 
cross-Government agency initiative. In some countries it has been a joint public/private 
sector enterprise. 

• Some political resistance to SNFPs, as distinguished from simple enquiry points, has 
been expressed in the NGTF and among some WTO Members. 

• Establishment of only enquiry points will take less costs and time than establishment of 
single national focal points for improvement of trade regulations and trade facilitation 
issues. Political understanding, commitment and engagement of several relevant institutes 
are success factors to this establishment. For example, single national focal points 
including physical one-stop services need collaboration from many relevant authorities 
and their staffs, and also office spaces and basic equipments 

• A detailed examination of this issue at national level has found that this may be an 
expensive and counter productive exercise in countries which have multiplicity of 
customs locations and also have a federal structure.  In fact setting up enquiry points at 
each location with a well established set up of multi agency availability of information at 
each location not only is more efficient but also cost effective.  The issue here is not to 
get carried away with the concept of national focal points which is very often 
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recommended but would be inefficient and expensive in countries with large areas and 
very little infrastructural support. 

• Creation of new units and training of staff to compose them will be the main cost of this 
measure, which is largely counterbalanced by savings in terms of time for non-dedicated 
staff that no longer has to reply to routine enquiries 

 
 TF4. Establishment of a national trade facilitation committee to comment on new 
and amended rules prior to their entry into force as well as to conduct periodic reviews 
of trade procedures 

• Regulatory and political costs may depend on whether such committee has a purely 
consultative role or is given a more important say in the decision making process. It 
should be of immediate implementation, assuming it can only work properly with people 
that are already experts (no need of training). The potential "savings" here would take the 
form of a much better quality regulation (i.e. they are indirect). A national trade 
facilitation committee should engage in an on-going and continuous TF improvement 
process. 

• To establish a national TF committee with the involvement of both public and private 
representatives may consume moderate time and cost, but to strengthen and maintain its 
ongoing activities needs a lot of will, efforts and resources.   

• Where rules are issued from one central point this may work out well. However, it should 
be kept in mind that, in countries where individual locations are also given flexibility to 
devise and implement trade procedures (e.g., because they are in different partially 
autonomous regions/states), there will be a need to establish local or regional committees. 
These committees should meet regularly to discuss relevant issues, including centrally 
issued rules, and bring any problems to the notice of the central administration. 

 
 TF5. Provision of advance rulings on tariff classification, valuation, and origin 
that are binding (for a specific time period) 

• A graduated S&D system of advanced rulings for DCs and LDCs has been advocated by 
certain WTO Members. In the initial phase, developing countries would only be required 
to provide advanced rulings on tariff classification; at later phases, developing countries 
would be required to provide advanced rulings on valuation and origin. 

• The more complex part of this measure may concern valuation, as many administrations 
are not yet fully comfortable with the implementation of the VAL agreement. The 
political cost concerns the idea that the ruling will bind the Customs administration; but 
this bears at the same time the highest benefit potential. The gradual development of 
"precedents", be they only for internal use, will ensure uniformity of implementation, 
enhance integrity and provide "rules of thump" for many officers in border posts. 

• Costs will vary depending on national systems in place. In countries like Australia, where 
the Customs Departmental officers issue such rulings, the costs may be a part of the 
normal Customs establishment. In countries like India, where a legal authority must be 
set up for advance rulings, the costs will be in the range of medium to high. In countries 
like the USA, where the requirement is to have attorneys involved, this may be high.  

 
 TF6. Establishment of an effective appeal procedure for Customs and other 
agencies rulings 

• Appeal procedures are normally built into effective Customs Laws and subsidiary 
Departmental Laws. “Effective” implies transparency and a good-ideally automated-risk 

 17



management system, for Customs Declarations and Permit Issuing Authorities. These 
tend to arrive well after automation and its preparatory work. 

• Introduction of new or amendment of existing laws and regulations may be necessary for 
some countries, particularly if judicial review is provided. There may also be re-
alignment of regulatory relations between the judiciary and administrative agencies. Even 
if only administrative review is involved, there will be HR training costs for deployment 
of effective appeal procedures. There is likely to be some political resistance, particularly 
for judicial review. 

• Contrary to what might be expected the confidence building potential of this measure 
appeals strongly to Customs administrations who may fear less that their decisions may 
be overturned by regular courts. In the long run it is also a strong factor against trader's 
temptations to cheat 

 
 TF7. Establishment of a single window system, defined as a system allowing 
traders to submit all relevant documents at one time and place for approval by all 
government agencies. This system may or may not be IT based. 

• Assuming the implementation of an ICT-enabled system, there will be substantial costs 
and benefits accruing to all countries, including LDCs.  Given the infrastructural 
constraints and limited implementation capacities of LDCs, longer transition periods 
should be granted and implementation should be tied to TA/CB support.  Reduced staff 
costs and increased customs revenue are among the benefits. 

• Costs for the measure will vary widely depending on whether it is or not IT-based : 
equipment and operating costs may be minimal or even negative (i.e. cost savings) for 
non-IT-based systems and very high for a very sophisticated IT-based system. Regulatory 
and political costs will depend on whether one agency (essentially Customs) are given  
precedence or not. The savings potential in terms of enhanced productivity of border 
agencies is high and the welfare potential if the impact on traders is considered even 
higher 

• While in economies like that of Singapore or Hong Kong where the requirement of 
regulations is limited this may work well.  In smaller countries also there may be some 
benefits.  In certain types of administrative systems it may be a good idea to keep this as 
a long term goal.  It should be noted that the levels of automation in many countries are 
not the same for all the agencies.  Similarly the software and the systems base are not the 
same for agencies. A non IT based solution talked of here can only work for very small 
economies. 

• A paper-base series of Single Windows may simply be a inexpensive single office in a 
Ministry or Customs, at very little cost. An electronic Single Window (including Customs 
automation, networks, HR, skills, training, etc.-technology alone-ranges from $10 million 
upwards to around $50 million depending on the size of the economy, geographic 
diversity and sophistication of design. 

 
 TF8. Establishment and systematic use of pre-arrival clearance mechanisms 
(processing of goods declarations received in advance of goods arrivals and pre-arrival 
clearance) 

• These processes can be deployed in a paper or paperless environment. It is difficult to 
deploy effective risk management and transparent processes in a paper based 
environment. Nevertheless, pre clearance is a very important practice. In my own 
experience it is only adopted after automation of Customs, but it should have an impact in 
a paper based system. 
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• This can be done manually also.  Even if IT-based, costs will be similar since no IT 
system is going to be developed only for the purpose of allowing only the above 
procedure. This will be one step in a whole systems procedure. 

 
 TF9. Implementation of modern risk management systems for release and 
clearance of goods 

• A modern risk management system implies an automated Customs system. If that is the 
case, risk management ICT infrastructure is incremental to initial automation costs, and a 
rewritten Customs Law would already include such practices. There would be some 
education of trade professionals and the private sector, and of specifically affected 
Customs officers, but marginal in cost. 

• Quite demanding in training and time for officers to become comfortable with the new 
techniques, but the revenue enhancement and increased productivity potential is among 
the highest. 

• Even in existing systems that do not have integrated risk management modules, it is 
possible to develop a standalone system which can be linked with the existing process. 
Some amount of development and implementation can also be done on a manual platform. 

 
 TF10. Establishment and wider use of audit-based customs (post-clearance 
audits) 

• This measure should be seen in the context of the ICT-based solutions that may also be 
implemented. In particular, this measure should be introduced and implemented in 
parallel with risk management (TF9). Infrastructure and operating costs can be 
considerably reduced by exploiting synergies between the two measures. 

• Political resistance has been expressed by DCs on account of security concerns. 
• Training of staff may take up to 3 years. 

 
  TF11. Expedited clearance of goods (subject to post-clearance audit) based on a 
bond, guarantee, or deposit arrangement. 

• This is an important customs clearance procedure which has already been legislatively 
implemented in several A-P developing countries and which does not necessarily involve 
an ICT-enabled system. Such systems involve the posting of security by traders which is 
viewed favorably by DCs and LDCs. Institutional costs involving banks and other 
financial intermediaries will likely be incurred. 

• An important factor relating to this measure is whether the country's financial systems 
allows for such kinds of guarantees. Costs may be incurred by the traders trying to obtain 
such guarantees (although they would be counterbalanced by indirect cost savings to the 
same) but we have not identified any costs for the administration itself. 

• This system may not be recommended for a broad based application in LDC’s and DC’s. 
Most of these countries have high inflation levels, high level of non-compliant trade and 
nearly 60% of informal sector trade. This is recommended only for established traders 
with fixed assets and interest in the country. Hence the benefit will be dependent on the 
type of economy, high level of automation, registration of the industry etc. 

 
 TF12. Expedited procedures for express shipments and qualified traders/ 
companies 

• It can be extremely difficult to apply expedited measures in a paper based system, since 
transparency is such an issue where speed is necessary. Similarly, without sophisticated 
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Customs Laws that recognise Express Carrier operations, local un-incorporated 
companies proliferate, which penalises the incorporated international Courier Express 
Companies. 

• The recommendation is that the express carriers should be liable for setting up the 
infrastructure for the clearances. This is the practice followed in developed countries but 
for some reason not extended to the DC’s and LDCs. 

• This measure is cheaper to implement on a larger scale. It is important for integrity 
reasons to rotate staff but related training expenses will be lost if there is not a critical 
mass of concerned companies. 

 

 ii- Priority of trade facilitation measures 
 

Table 2 summarizes experts’ ranking of TFMs that should get high priority for 
inclusion in the revisions of the three GATT articles under negotiation. The first five 
measures in the table are consistently ranked among the top 5 (of 12) measures for 
inclusion. Adoption and implementation of international standards for trade documents 
(e.g., United Nations Layout Key) and the HS nomenclature is consistently ranked as one 
of the two highest priority measures to be included in the revised articles. Indeed, this 
measure is one of the most cost effective measure, as well as possibly the least 
problematic, since most WTO members have already adopted many of these standards.  
 

Table 2 – Expert’s Suggested Trade Facilitation Measure Priorities 
TF Measure Average 

ranking 
Standard 
Deviation 

Q1. Alignment, HS nomenclature, use of international standards 
of/for trade documents 1.8 1.3 

Q3. Establishment of enquiry points and single focal points for 
trade facilitation issues 2.8 2.0 

Q2. Online publication of trade regulations and procedures in local 
language and English 3.3 1.8 

Q9. Implementation of risk management systems 3.5 1.9 

Q4. Establishment of national trade facilitation committee 3.5 2.2 

Q5. Provision of advanced and binding rulings on tariff 
classification, valuation, and origin 3.6 1.6 

Q6. Establishment of an appeal procedure for Customs etc. 3.8 2.0 

Q7. Establishment of single window system 4.1 1.9 

Q8. Establishment and systematic use of pre-arrival clearance 
mechanisms 4.0 1.7 

Q10. Establishment and wider use of audit-based customs 4.5 1.6 

Q11. Bond and deposit guarantees for expedited clearance 4.6 1.7 

Q12. Expedited procedures for express shipments and qualified 
companies 4.8 1.6 

1 = high priority for inclusion; 5= lowest priority for inclusion   
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Establishment of enquiry points and single national focal points for trade 
facilitation as well as Online publication of trade regulations and procedures in local 
language and English rank, on average second and third. Implementation of risk 
management systems, Establishment of national trade facilitation committees and 
Provision of advanced and binding rulings on tariff classification, valuation and origin 
receive similar priority rankings. Interestingly, there seem to be relatively more 
disagreement among experts on the prioritization of national trade facilitation committees 
than for other high-priority measures, which may be explained by the many failed 
attempts at establishing effective and sustainable institutions of this kind in a number of 
developing countries in the region and beyond. 

 
Establishment of an effective appeal procedure for Customs and other agencies 

rulings is ranked among the top 5 priority measures by all but two experts. Establishment 
of a single window system, defined as a system allowing traders to submit all relevant 
documents at one time and place for approval by all government agencies and 
Establishment and systematic use of pre-arrival clearance mechanisms, two of the 
measures promoted by advanced developing and developed countries, are only included 
in the top 5 priority measures for inclusion in the revised articles by a small majority of 
experts (58%). 
 

One expert indicated that Customs automation should be given top priority, and 
another suggested that including adoption of regional or/and international transit 
agreements in a revision of Article V was very important for developing countries.  
 

 iii- Sequencing of trade facilitation measures 
 

As one of the expert respondents’ noted, a difficulty with estimating time and 
infrastructure costs is that much depends on how these measures are sequenced. If too 
many are initiated simultaneously, the implementation will likely take longer. Similarly, 
some investment in equipment/infrastructure, as well as training, can be amortised over 
more than one measure, thus reducing the cost for any one measure. Therefore, 
sequencing is an issue that may need to be carefully discussed during the negotiations. 
Table 3 provides an overview of how, on average, expert group the measures into three 
distinct sets (A.B,C) to be implemented sequentially. 
 

Some measures fall into two sets as experts disagree on the sequencing. In 
particular, there is significant disagreement among experts on trade facilitation measure 
TF12. Some experts indeed believe this measure can be effectively and transparently put 
in place only after a risk management and audit-based customs control system are fully 
operational, while other argues that implementation of that measure may start earlier. 
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Table 3- Expert’s suggested sequencing of Selected  
Trade Facilitation Measures 

TF Measures Sequencing 
TF1. Alignment, HS nomenclature, use of international 
standards of/for trade documents 
 

A 
 

TF4. Establishment of national trade facilitation committee 
 

A 
 

TF3. Establishment of enquiry points and single focal 
points for trade facilitation issues 
 

A 
 

TF2. Online publication of trade regulations and procedures 
in local language and English 
 

A or B 
 

TF6. Establishment of an appeal procedure for Customs 
etc. 
 

B or A 
 

TF9. Implementation of risk management systems 
 

B or A 
 

TF8. Establishment and systematic use of pre-arrival 
clearance mechanisms 
 

B 
 

TF5. Provision of advanced and binding rulings on tariff 
classification, valuation, and origin 
 

B 
 

TF7. Establishment of single window system 
 

C or B 
 

TF10. Establishment and wider use of audit-based customs 
 

C 
 

TF11. Bond Guarantees/Security Deposits for expedited 
clearance 
 

C 
 

TF12. Expedited procedures for express shipments and 
qualified companies C or A or B 

 
While a number of experts pointed out that audit-based customs systems should 

be part of a modern risk management system in the first part of the survey, TF6 (risk 
management) was consistently sequenced earlier than the establishment and wider use of 
audit-based customs. This may be explained by the fact that, as pointed by one of the 
experts, that risk management can be partially implemented as a stand alone activity 
while implementation of effective post-clearance audit mechanisms involve a number of 
factors, including a conducive domestic and regulatory environment, that may be difficult 
to achieve quickly in many developing countries. 
 

Conclusion and Possible Implications 
 

After a review of implementation cost information found in WTO members 
proposals to the NGTF and relevant research and policy studies, results of an expert 
survey on the implementation costs associated with 12 TFMs relevant to the negotiations 
were presented. While these results are exploratory in nature, they are broadly consistent 
with those obtained by the Organization for Economic Cooperation and Development 
(OECD, 2005). In particular, long-term savings/benefits greatly exceed the perceived 
implementation cost for all measures considered. This alone, however, does not imply 
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that implementation of all TFMs studied should be required under the WTO framework, 
given the significant costs associated with some of the measures. 
 

The results suggest that TFMs under consideration by the NGTF for possible 
inclusion in revised articles V, VIII and X should be selected carefully as overall cost 
implications for Governments differ significantly across measures, as does time needed 
for implementation in LDCs. While measures such as alignment of trade documents, 
adoption of the HS nomenclature and use of internationally agreed standard data 
elements, establishment of a national trade facilitation committee, and even possibly 
provision of advanced and binding rulings may be implemented at relatively low cost 
(provided countries are committed to trade facilitation), TF measures such as the 
establishment of an IT-based single window system, a modern risk management system, 
pre-arrival clearance, and wider use of post-clearance audits entail some real setup costs 
and may require a long time before they can be fully implemented in some developing 
countries. 
 

Given the potential savings associated with many of the measures, developing and 
least developed countries members of the WTO have no reason to oppose inclusion of 
any TF measure outright, provided that adequate technical assistance and flexibility is 
made available by developed country members (e.g., an IT-based single window system 
is being implemented in Cambodia, an LDC, with technical assistance of the World Bank 
and others). The type and extent of technical assistance provided, as well as the amount 
of flexibility to be given, may depend on the types of costs involved in implementing the 
various TF measures. 

 
Experts’ responses clearly show that the main cost component associated with 

implementing some of the TF measures may often not be related to regulatory, training, 
or equipment costs, but to political costs. Indeed, as many practitioners know well, 
implementation of TFMs involve various degree of change in how things are done and 
change is often perceived negatively by most, at least in the short-term. For example, 
while enhancing and formalizing communication and interactions between the various 
stakeholders involved in trade facilitation through the setting up of a national trade 
facilitation committee involves low regulatory, training and equipment, and even 
recurring operational costs, some agencies may strongly resist this initiative, resulting in 
significant delays. Therefore, DCs or LDCs may need time flexibility for implementing 
TFMs with perceived high political costs, while they may need technical assistance in the 
form of international experts for TFMs involving mainly HR training costs, or in the form 
of grants for those requiring investments in infrastructure and equipment. 
 

Experts did rank adoption and use of international standards, establishment of 
enquiry points, trade facilitation committees and online publication of trade regulations 
and procedures as priority measures, although there was some disagreement on the 
English language requirements for publication and the need for single vs. multiple 
enquiry points. Provision of advanced and binding rulings on tariff classification, 
valuation, and origin, also a relatively “low cost” measure, is also given priority. The 
only “costly” trade facilitation measure included in the top 5 priority TF measure by the 
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expert is the establishment of a risk management system. This is not surprising given the 
significant savings and private sector benefits associated with this specific measure (in 
terms of cutting average customs clearance time) and the fact that it may be implemented, 
in its most basic form, with limited investment in IT systems. 
 

This initial set of TF measures, along with establishment of an effective appeal 
procedure for customs and other agencies rulings, and perhaps with the exception of 
advance rulings on valuation and origin, may be considered for inclusion in revisions of 
the relevant GATT articles, taking into account the need for logical sequencing of the 
measures and the fact that trade facilitation measures should be preferably implemented 
as part of an overall national trade facilitation programme, as opposed to a series of stand 
alone measures implemented in isolation. 
 

It is noteworthy that some experts disagree on the details of implementation of a 
particular measure (e.g., enquiry points and single national focal points) and note that 
some measures may not be beneficial depending on how and where they are implemented. 
Since negotiators have neither the time or the expertise to agree on these detailed issues, 
it would seem appropriate that the agreement refer only to TFMs that have been 
accepted/implemented by a wide range of countries, using existing definitions and 
agreements to the maximum extent possible (e.g., the revised WCO Kyoto Convention 
that has recently entered into force). In addition, this finding suggests that, as for matters 
related to Sanitary and Phytosanitary Measures and Technical Barriers to Trade, the 
WTO may need to establish a long-term institutional mechanism to deal with evolving 
trade facilitation measures and issues, as already suggested by some members (e.g., in 
TN/TF/W/62). 
 

Another possible implication of this finding is that countries may agree on a 
subset of well-defined TFMs to be implemented by all, as well as on a complementary 
list of possibly more controversial TF measures from which countries would select, based 
on their own needs and specificity, a pre-determined number of measures for 
implementation. This would be reminiscent of a communication from Pakistan and 
Switzerland (TN/TF/W/63) suggesting that there may be a need to categorize measures 
into two categories depending on whether they require only or mostly administrative 
actions or whether they require significant resources and implementation capacities, and 
to devote different treatment to these two categories of measures. 
 

While the exploratory nature of expert surveys must be recognized, the use of this 
method in the context of multilateral trade negotiations is promising, as it provides an 
effective way to analyse complex issues in a short period of time and with limited 
resources. Because expert surveys rely on a multiplicity of expert opinions from different 
countries and background, the results, which represent a “consensus” among experts, may 
facilitate the development of a “consensus” between negotiators. 

 
This study only covered twelve trade facilitation measures, none directly related 

to transit issues. One may therefore consider extending the study to transit facilitation 
measures, as well as to examine various S&DT provisions that may be associated with 
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various TFMs, as suggested in the Annex E of the Hong Ministerial Declaration (para. 7, 
WT/MIN(05)/DEC). Use of the Delphi technique (Adler and Ziglio, 1996), whereby 
experts are shown answers of other experts and given a chance to revise their 
estimates/forecasts, may also be considered in future work. 
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Annex 1 –Cost/benefits/concerns of implementing TF measures: 
A review of WTO members proposals TF/TN/W/6 to TF/TN/W50 
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Implementation Costs and Benefits of Trade Facilitation Measures proposed by the Members 
 
PUBLICATION AND AVAILABILITY OF INFORMATION 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 

Developed   EC TF/TN/W/6
1. Modest start-up costs 
2. Saving trade costs, especially for SMEs 
3. Reducing government expenditure in a number of ways 

Developing Korea TF/TN/W/7 Easy to implement, cost would be rather small 

Developed  USA TF/TN/W/13 2. Such costs have been dropping due to the technology improvement. 
1. For Internet publication, costs will occur for development and maintenance of an Internet site. 

3. Compared to traditional methods of communication, Internet publication is resource-saving and 
efficient. 

Developing  China TF/TN/W/26 1. Establishment of enquiry points and Internet publication requires high resource input. 
2. The implementation cost is related to the IT modernization level of the individual member. 

Developing  Argentina TF/TN/W/40 

1. In the short term costs will occur for maintaining Internet sites and building up the necessary 
capacity. 
2. In the medium and long term considerable savings of resources, greater efficiency and increased trade 
flow can be expected. 

 
TIME PERIODS BETWEEN PUBLICATION AND IMPLEMENTATION 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 
Developed EC TF/TN/W/6 See Section A  
Developing     Korea TF/TN/W/7 See Section A

 
CONSULTATION AND COMMENTING ON NEW AND AMENDED RULES 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 

Developed   EC TF/TN/W/6

1. Modest start-up costs 
2. Saving trade costs, especially for SMEs 
3. Reducing government expenditure in a number of ways, e.g. by reducing the risk of regulations 
which were poorly thought out . 

Developing   Korea TF/TN/W/7 See Section A  
 
ADVANCE RULINGS 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 
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Developed   Canada TF/TN/W/9

1. For countries with existing advance ruling program, implementation cost would be minimal. 
2. For countries without advance ruling program, cost for publication, recruiting additional personnel 
and supplementary training would occur. 
3. Initial Costs are likely to be rapidly amortized. 

Developed  USA TF/TN/W/12 2. Some costs may be transferred to trader through a reasonable fee structure for obtaining a ruling, or 
though a regional ruling authority. 

1. Cost for redirecting administrative resources would be entailed: personnel training. 

 
APPEAL PROCEDURES 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 
Developed EC TF/TN/W/6 See Section A  

Developed  USA TF/TN/W/21 2. Amount of cost depends on individual situation of Members, but in each situation there is not likely 
significant financial expenditure.  

1. Costs for establishing a legal framework and for redirecting administrative resources would occur.  

 
FEES AND CHARGES CONNECTED WITH IMPORTATION AND EXPORTATION 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 

Developed  USA TF/TN/W/14 2. Administrative resource savings can be expected due to increase of transparency. 
1. No significant costs would be resulted in. 

3. Increase in certainty for importers results in increases in revenue collection.  
Developed  EC

Developed  Australia TF/TN/W/23 

1. No costs in terms of administrative capacity would occur. 
2. Administrative savings should arise with reduction in number and diversity of fees. 
3. Legitimate fees and charges can remain in order to support the cost for service to traders and maintain 
the government revenue.  
4. Simplification and rationalization of fees and charges would generate significant benefit. 

Developing  SCTTPKM TF/TN/W/25 
1. Costs for training accounting officers to enact and amend the relevant laws/regulations to establish 
the specific parameter for fees would be required. 
2. Costs for implementing the proposed system/measure are minimal. 

Developing Hong Kong TF/TN/W/31 No substantial costs would be entailed for reduction/periodical review of fees/charges. 
 
FORMALITIES CONNECTED WITH IMPORTATION AND EXPORTATION 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 

Developing  Korea TF/TN/W/18 2. Substantial one-time costs may be involved for standardization of document formats, etc. 
1. No significant financial or administrative burden. 

3. Additional costs of utilizing format should be minimal. 
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Developed  Canada TF/TN/W/20 2. For other countries cost for supplementary training for officers would be involved.  
1. For countries without complex inter-agency procedure, costs would be minimal. 

3. Eliminating duplication of functions is likely to reduce costs.  

Developing  Hong Kong TF/TN/W/31 No substantial costs would be entailed for reduction/periodical review of formalities/document 
requirements. 

Developed New Zealand 
Developed Norway 

Developed  Switzerland
TF/TN/W/36 

1. Costs for standardizing formats are not foreseen at the national level. 
2. Costs for training are required. 
3. Costs for necessary administrative changes will be relatively modest. 
4. Standardized formats will result in decrease of the use of human and economic resources and 
reduction of workload and costs. 
5. Costs should be rapidly recovered by the above-mentioned benefit.

 
CONSULARIZATION 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 
Developed USA 
LDC Uganda TF/TN/W/22 Costs can be saved to traders and administrators through the elimination of a bureaucratic function 

 
BORDER AGENCY COOPERATION 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 

Developed  Canada TF/TN/W/20 3. Eliminating duplication of functions is likely to reduce costs.  

1. For countries without complex inter-agency procedure, costs would be minimal. 
2. For other countries cost for supplementary training for officers would be involved.  

4. Traders would benefit from reductions in delivery delays and transaction costs 
5. Governments would benefit from reduced administrative costs through enhanced efficiency and 
transparency. 

Developed Norway TF/TN/W/48 Public resources saved (a calculation was made in the case of Norway) 
 
RELEASE AND CLEARANCE OF GOODS 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 
Developed EC TF/TN/W/6 See Section A  

Developed  USA TF/TN/W/15 

1. Expedited Release for express shipment involves only simple modifications in regulatory practices, 
no direct cost would be entailed. 
2. Costs may occur if off-hours processing is provided, but could be transferred to express shipment 
providers. 

Developing  Korea TF/TN/W/18 2.Cost for human capital deepening for operation of a ‘single window’ or adoption of risk management, 
etc., will be entailed. 

1. No significant financial or administrative burden. 
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Developed  Australia

Developed  Canada

TF/TN/W/19 

1. For the provision of collateral security for release of goods, no direct costs for governments will 
occur 
2. Incremental costs in training officers could be limited.  
3. For the traders, especially SMEs, costs could be saved from reduction in delivery delays and greater 
certainty. 

Developed USA TF/TN/W/21 See Section E 

Developing  SCTTPKM TF/TN/W/44 3. Costs for new human resource could be avoided or reduced through personnel relocation from other 
division. 

1. The cost of setting up an express clearance system hinges on the degree of business demand and 
existing customs facilities. 
2. Costs for new equipped processing lines would arise. 

4. Part of the initial infrastructure costs and operational costs may be transferred to the express shipment 
providers. 
5. For the trader there is huge savings in time and related costs. 

Developing  China

Developing  Korea TF/TN/W/49 

1. No huge costs should be caused for establishment of risk management and post-clearance audit. 
2. Certain input is necessary in the area of infrastructure, staff training, and coordination among 
agencies. 
3. Expense may vary according to the situation. 
4. Once the establishment is completed, administrative resources would be economically allocated, 
administrative expenses and trade costs would be reduced.

 
MATTERS RELATED TO GOODS TRANSIT 

Country Category Country Name Proposal No. Opinion on Implementation Costs and Benefits of the Item in question 

Developing  Korea TF/TN/W/34 Once the review of the documentary requirements/fees for goods in transit is done, it won’t take much 
public resource to consolidate the documentary requirements and simplify the fee structure. 

Developed  EC TF/TN/W/35 Start-up costs  
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An initiative of

 
 
 
 

Asia-Pacific Research 
and Training Network on Trade 

 

 
International Experts Survey on the Costs of Implementing Selected Trade 
Facilitation Measures Relevant to the WTO Negotiations on Trade Facilitation 
 
Dear international trade facilitation expert, 
 
As you know, many developing countries of the region have expressed concern about the costs 
that could be associated with implementation of trade facilitation measures as part of a WTO trade 
facilitation agreement. OECD, UNESCAP, and others have tried to investigate these costs by 
conducting country case studies focusing on historical and estimated future costs of implementing 
selected trade facilitation measures, mostly based on inputs from Customs and government 
officials. This approach has been partially successful at best, as officials were typically unable to 
allocate the costs to specific measures, or to give indications of the staff and/or other resources 
needed to implement these measures. 
 
At this stage, and given the need to provide some answers to the cost concerns of the developing 
countries before the next WTO Ministerial meeting in December, we propose to develop 
qualitative estimates of the costs and benefits of various trade facilitation measures based on inputs 
from trade facilitation experts with experience in implementing trade facilitation measures. While 
being aware of the limitations of such an approach, it would nonetheless provide a neutral expert-
based input on the issue, which is likely to be seen as more reliable than the opinions/views 
submitted so far to the WTO Negotiating Group on Trade Facilitation by mainly developed 
countries or high-income developing countries with advanced ICT infrastructures. 
 
You have been identified as one of a rather exclusive group of International Experts on Trade 
Facilitation with practical experience in implementation of trade facilitation measures in low-
income developing countries (or in the Asia-Pacific region). Your assistance in filling out this 
important short survey is greatly appreciated. Given the qualitative nature of the survey, any 
details and comments you may provide are greatly appreciated. Results will only be reported in 
aggregate, and names of respondents will not be disclosed (unless you specifically agree to let us 
acknowledge your participation in this exercise). 
 
Please return your completed questionnaire to artnetontrade@un.org or contact Yann Duval, 
Economic Affairs Officer, Trade and Investment Division, UNESCAP (duvaly@un.org) for more 
information or if you have any questions. 
 
Sincerely yours, 
 
The ARTNeT Secretariat 
Trade and Investment Division 
United Nations Economic and Social Commission for Asia and the Pacific 
Tel: +662 – 288 2252 / Fax : +662 -288 1027 
Email: artnetontrade@un.org; duvaly@un.org
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A - Based on your experience, how would you describe the likely cost for the Government of 
implementing the following 12 measures in an LDC or low-income developing country 
member of the WTO? For each cost category identified, please indicate whether you expect the 
related implementation costs to be Very small [VS], small [S], medium [M], high [H] or very high 
[VH] relative to the budget (and/or staff) of the ministry or government institution’s most affected 
by / concerned with its implementation (e.g., Customs Department if it is a Customs related 
measure). 
 

IMPORTANT GUIDELINES 
 
We are interested here only in the costs to be incurred by the Government. Costs (and savings) are 
broken down as follows: 
• Regulatory/Legislative Costs: Extent to which new legislation will be needed, requiring expertise and 
time. 
• Institutional Costs: Extent to which new institutions will be needed, additional units in existing 
institutions, or restructuring with existing institutions 
• HR Training Costs: Extent to which government officials will need to be trained for efficient 
implementation of the trade facilitation measure 
• Equipment/Infrastructure Costs: Extent to which new/additional equipment will be needed for 
implementation of the measure, as well as to ensure its effectiveness (e.g., if docs are published online but 
SMEs do not have internet access because of lack of a decent national ICT infrastructure...) 
• Political Cost: Extent to which such measures will be resisted by staffs within relevant institutions; 

or by policy makers because of fears of loosing political support they need 

• Recurring/Operating Costs: Costs associated with maintaining the new/additional systems associated 
with the trade facilitation measure (e.g., replacement of computers and softwares for e-customs or e-trade 
doc. systems; salary/wages of dedicated additional staffs or experts;...) 
• Long-term Savings Potential: Extent to which full implementation of a trade facilitation measure will 
result in savings for the administration involved (e.g., customs) 
 
For each measure, you are also kindly requested to indicate the expected implementation time that 
may be required for implementation of the measures in LDCs (answer to be provided in number of 
years under the column entitled ‘suggested time for implementation in LDCs (in year)’.  

 

EXAMPLE 
 

TF measure: Alignment of trade documents according to the UN Layout Key for trade documents 
 

Startup/initial costs 
regulatory/ 
legislative 

costs 

Institutional 
costs 

HR 
training 
costs 

Equipment/ 
Infrastructure 

costs 

Political 
cost 

Recurring/ 
operating 

costs 
 

Long-Term 
savings 
potential 

Suggested Time 
for 

implementation 
in LDCs (in 

years) 
 

VS S S S M S S 2 
 
Comments: 
Translation into English will likely be the most costly aspect of this measure for many countries, and may require creation 
of positions for a small team of translators beyond the initial startup phase. Development and hosting of the web site 
could be done by WTO or one of the relevant international organizations. 
 

Note: for the results to be meaningful / usable, we need some variability in your answers across measures. For this reason 
please ensure you use the entire scale so as to highlight the measures and cost categories that can be expected to be more 
costly than others. 
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A. Based on your experience, how would you describe the likely cost for the Government of 
implementing the following 12 measures in an LDC or low-income developing country 
member of the WTO? For each cost category identified, please indicate whether you expect the 
related implementation costs to be Very small [VS ], small [S], medium [M], high [H] or very 
high[VH] relative to the budget (and/or staff) of the ministry or government institution’s most 
concerned with / affected by its implementation (e.g., Customs Department if it is a Customs-
related measure). 
 
1. Alignment of trade documents according to the UN Layout Key for trade documents, 
adoption of the HS nomenclature and use of internationally agreed standard data elements 
for trade documents 

Startup/Initial Costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
2. Systematic and timely online publication of relevant trade regulations and procedures, 
including fees and charges, in the local language and in English 

Startup/Initial Costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
3. Establishment of enquiry points and single national focal points for trade regulations and 
other trade facilitation issues 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
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4. Establishment of a national trade facilitation committee to comment on new and amended 
rules prior to their entry into force as well as to conduct periodic reviews of trade procedures 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
5. Provision of advance rulings on tariff classification, valuation, and origin that are binding 
(for a specific time period) 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
6. Establishment of an effective appeal procedure for Customs and other agencies rulings 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
7. Establishment of a single window system, defined as a system allowing traders to submit 
all relevant documents at one time and place for approval by all government agencies. This 
system may or may not be IT based.  

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
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8. Establishment and systematic use of pre-arrival clearance mechanisms, processing of 
goods declaration received in advance of goods arrivals, and pre-arrival clearance 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
9. Implementation of modern risk management systems for release and clearance of goods 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
10. Establishment and wider use of audit-based customs (post-declaration audits) 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 

costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
11. Expedited clearance of goods (subject to post-clearance audit) based on a bond, 
guarantee, or audit deposit arrangement. 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
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12. Expedited procedures for express shipments and qualified traders/companies 
Startup/initial costs 

Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
B. Which 5 of the above 12 measures would you rank as high priority for inclusion in a 
revision of Article V, VIII, X or a WTO Agreement on Trade Facilitation? Please rank up to 
5 measures by filling the bracket in front of 5 of the measures with numbers from 1 to 5 (1 = 
highest priority, 5 = lowest priority of top 5 measures). 
 
1. [   ] Alignment of trade documents according to the UN Layout Key for trade documents, adoption of 
the HS nomenclature and use of internationally agreed standard data elements for trade documents 
 
2. [   ] Systematic and timely online publication of relevant trade regulations and procedures, including 
fees and charges, in the local language and in English 
 
3. [   ] Establishment of enquiry points and single national focal points for trade regulations and other 
trade facilitation issues 
 
4. [   ] Establishment of a national trade facilitation committee to comment on new and amended rules 
prior to their entry into force as well as to conduct periodic reviews of trade procedures  
 
5. [   ] Provision of advance rulings on tariff classification, valuation, and origin that are binding (for a 
specific time period)  
 
6. [   ] Establishment of an effective appeal procedure for Customs and other agencies rulings 
 
7. [   ] Establishment of a single window system, defined as a system allowing traders to submit all 
relevant documents at one time and place for approval by all government agencies. This system may or 
may not be IT based  
 
8. [   ] Establishment and systematic use of pre-arrival clearance mechanisms, processing of goods 
declaration received in advance of goods arrivals, and pre-arrival clearance  
 
9. [   ] Implementation of modern risk management systems for release and clearance of goods  
 
10. [   ] Establishment and wider use of audit-based customs (post-declaration audits)  
 
11. [   ] Expedited clearance of goods (subject to post-clearance audit) based on a bond, guarantee, or audit 
deposit arrangement  
 
12. [   ] Expedited procedures for express shipments and qualified traders/companies  
 
13. [   ] Other trade facilitation measures (please specify): ____ 
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C. Many experts recognize the need to implement trade facilitation measures in sequence. 
However, this need for sequencing has been mostly overlooked in the WTO negotiations so 
far. Please group the 12 measures into 3 groups (stage 1 measures, stage 2 measures, stage 3 
measures) by putting an X in the relevant blank. 
 

Trade Facilitation Measure Stage 
1 

Stage 
2 

Stage 
3 

1. Alignment of trade documents according to the UN Layout Key for trade 
documents, adoption of the HS nomenclature and use of internationally 
agreed standard data elements for trade documents  

   

2. Systematic and timely online publication of relevant trade regulations and 
procedures, including fees and charges, in the local language and in English    

3. Establishment of enquiry points and single national focal points for trade 
regulations and other issues    

4. Establishment of a national trade facilitation committee to comment on 
new and amended rules prior to their entry into force as well as to conduct 
periodic reviews of trade procedures 

   

5. Provision of advance rulings on tariff classification, valuation, and origin 
that are binding (for a specific time period)    

6. Establishment of an effective appeal procedure for Customs and other 
agencies rulings    

7. Establishment of a single window system, defined as a system allowing 
traders to submit all relevant documents at one time and place for approval 
by all government agencies. This system may or may not be IT based 

   

8. Establishment and systematic use of pre-arrival clearance mechanisms, 
processing of goods declaration received in advance of goods arrivals, and 
pre-arrival clearance 

   

9. Implementation of modern risk management systems for release and 
clearance of goods    

10. Establishment and wider use of audit-based customs (post-declaration 
audits)    

11. Expedited clearance of goods (subject to post-clearance audit) based on a 
bond, guarantee, or audit deposit arrangement    

12. Expedited procedures for express shipments and qualified 
traders/companies    

13. Other (please specify): ___ 
    

 
D. How many years of experience do you have in the field of trade facilitation in developing 
countries? ___ years 
 
E. In which developing countries / subregions did you acquire most of your practical 
experience (list up to two countries / subregions only)? 
 

______________ and _______________ 
 

Thank you for your cooperation; please return by email to artnetontrade@un.org
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An initiative of

 
 
 
 

Asia-Pacific Research 
and Training Network on Trade 

 

 
International Experts Survey on the Costs of Implementing Selected Trade 

Facilitation Measures Relevant to the WTO Negotiations on Trade Facilitation 
 
Dear international trade facilitation expert, 
 
As you know, many developing countries of the region have expressed concern about the costs 
that could be associated with implementation of trade facilitation measures as part of a WTO trade 
facilitation agreement. OECD, UNESCAP, and others have tried to investigate these costs by 
conducting country case studies focusing on historical and estimated future costs of implementing 
selected trade facilitation measures, mostly based on inputs from Customs and government 
officials. This approach has been partially successful at best, as officials were typically unable to 
allocate the costs to specific measures, or to give indications of the staff and/or other resources 
needed to implement these measures. 
 
At this stage, and given the need to provide some answers to the cost concerns of the developing 
countries before the next WTO Ministerial meeting in December, we propose to develop 
qualitative estimates of the costs and benefits of various trade facilitation measures based on inputs 
from trade facilitation experts with experience in implementing trade facilitation measures. While 
being aware of the limitations of such an approach, it would nonetheless provide a neutral expert-
based input on the issue, which is likely to be seen as more reliable than the opinions/views 
submitted so far to the WTO Negotiating Group on Trade Facilitation by mainly developed 
countries or high-income developing countries with advanced ICT infrastructures. 
 
You have been identified as one of a rather exclusive group of International Experts on Trade 
Facilitation with practical experience in implementation of trade facilitation measures in low-
income developing countries (or in the Asia-Pacific region). Your assistance in filling out this 
important short survey is greatly appreciated. Given the qualitative nature of the survey, any 
details and comments you may provide are greatly appreciated. Results will only be reported in 
aggregate, and names of respondents will not be disclosed (unless you specifically agree to let us 
acknowledge your participation in this exercise). 
 
Please return your completed questionnaire to artnetontrade@un.org or contact Yann Duval, 
Economic Affairs Officer, Trade and Investment Division, UNESCAP (duvaly@un.org) for more 
information or if you have any questions. 
 
Sincerely yours, 
 
The ARTNeT Secretariat 
Trade and Investment Division 
United Nations Economic and Social Commission for Asia and the Pacific 
Tel: +662 – 288 2252 / Fax : +662 -288 1027 
Email: artnetontrade@un.org; duvaly@un.org

mailto:artnetontrade@un.org
mailto:duvaly@un.org
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A - Based on your experience, how would you describe the likely cost for the Government of 
implementing the following 12 measures in an LDC or low-income developing country 
member of the WTO? For each cost category identified, please indicate whether you expect the 
related implementation costs to be Very small [VS], small [S], medium [M], high [H] or very high 
[VH] relative to the budget (and/or staff) of the ministry or government institution’s most affected 
by / concerned with its implementation (e.g., Customs Department if it is a Customs related 
measure). 
 

IMPORTANT GUIDELINES 
 
We are interested here only in the costs to be incurred by the Government. Costs (and savings) are broken 
down as follows: 
• Regulatory/Legislative Costs: Extent to which new legislation will be needed, requiring expertise and 
time. 
• Institutional Costs: Extent to which new institutions will be needed, additional units in existing 
institutions, or restructuring with existing institutions 
• HR Training Costs: Extent to which government officials will need to be trained for efficient 
implementation of the trade facilitation measure 
• Equipment/Infrastructure Costs: Extent to which new/additional equipment will be needed for 
implementation of the measure, as well as to ensure its effectiveness (e.g., if docs are published online but 
SMEs do not have internet access because of lack of a decent national ICT infrastructure...) 
• Political Cost: Extent to which such measures will be resisted by staffs within relevant institutions; or by 
policy makers because of fears of loosing political support they need 
• Recurring/Operating Costs: Costs associated with maintaining the new/additional systems associated 
with the trade facilitation measure (e.g., replacement of computers and softwares for e-customs or e-trade 
doc. systems; salary/wages of dedicated additional staffs or experts;...) 
• Long-term Savings Potential: Extent to which full implementation of a trade facilitation measure will 
result in savings for the administration involved (e.g., customs) 
 
For each measure, you are also kindly requested to indicate the expected implementation time that 
may be required for implementation of the measures in LDCs (answer to be provided in number of 
years under the column entitled ‘suggested time for implementation in LDCs (in year)’.  

EXAMPLE 
 

TF measure: Alignment of trade documents according to the UN Layout Key for trade documents 
 

Startup/initial costs 
regulatory/ 
legislative 

costs 

Institutional 
costs 

HR 
training 
costs 

Equipment/ 
Infrastructure 

costs 

Political 
cost 

Recurring/ 
operating 

costs 
 

Long-Term 
savings 
potential 

Suggested Time 
for 

implementation 
in LDCs (in 

years) 
 

VS S S S M S S 2 

 

 
Comments: 
Translation into English will likely be the most costly aspect of this measure for many countries, and may require creation 
of positions for a small team of translators beyond the initial startup phase. Development and hosting of the web site 
could be done by WTO or one of the relevant international organizations. 
 

Note: for the results to be meaningful / usable, we need some variability in your answers across measures. For this reason 
please ensure you use the entire scale so as to highlight the measures and cost categories that can be expected to be more 
costly than others. 
 



A. Based on your experience, how would you describe the likely cost for the Government of 
implementing the following 12 measures in an LDC or low-income developing country 
member of the WTO? For each cost category identified, please indicate whether you expect the 
related implementation costs to be Very small [VS ], small [S], medium [M], high [H] or very 
high[VH] relative to the budget (and/or staff) of the ministry or government institution’s most 
concerned with / affected by its implementation (e.g., Customs Department if it is a Customs-
related measure). 
 
1. Alignment of trade documents according to the UN Layout Key for trade documents, 
adoption of the HS nomenclature and use of internationally agreed standard data elements 
for trade documents 

Startup/Initial Costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
2. Systematic and timely online publication of relevant trade regulations and procedures, 
including fees and charges, in the local language and in English 

Startup/Initial Costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
3. Establishment of enquiry points and single national focal points for trade regulations and 
other trade facilitation issues 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 



4. Establishment of a national trade facilitation committee to comment on new and amended 
rules prior to their entry into force as well as to conduct periodic reviews of trade procedures 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
5. Provision of advance rulings on tariff classification, valuation, and origin that are binding 
(for a specific time period) 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
6. Establishment of an effective appeal procedure for Customs and other agencies rulings 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
7. Establishment of a single window system, defined as a system allowing traders to submit 
all relevant documents at one time and place for approval by all government agencies. This 
system may or may not be IT based.  

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 



8. Establishment and systematic use of pre-arrival clearance mechanisms, processing of 
goods declaration received in advance of goods arrivals, and pre-arrival clearance 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
9. Implementation of modern risk management systems for release and clearance of goods 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
10. Establishment and wider use of audit-based customs (post-declaration audits) 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 

costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
11. Expedited clearance of goods (subject to post-clearance audit) based on a bond, 
guarantee, or audit deposit arrangement. 

Startup/initial costs 
Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 



12. Expedited procedures for express shipments and qualified traders/companies 
Startup/initial costs 

Regulatory/ 
Legislative 

Costs 

Institutional 
Costs 

HR 
Training 
Costs 

Equipment/ 
Infrastructure 

Costs 

Political 
Cost 

Recurring/ 
Operating 

Costs 
 

Long-Term 
Savings 
Potential 

Suggested Time 
for 

Implementation 
in LDCs (in 

years) 
 
        

 
Comments: 
 

 
B. Which 5 of the above 12 measures would you rank as high priority for inclusion in a 
revision of Article V, VIII, X or a WTO Agreement on Trade Facilitation? Please rank up to 
5 measures by filling the bracket in front of 5 of the measures with numbers from 1 to 5 (1 = 
highest priority, 5 = lowest priority of top 5 measures). 
 
1. [   ] Alignment of trade documents according to the UN Layout Key for trade documents, adoption of 
the HS nomenclature and use of internationally agreed standard data elements for trade documents 
 
2. [   ] Systematic and timely online publication of relevant trade regulations and procedures, including 
fees and charges, in the local language and in English 
 
3. [   ] Establishment of enquiry points and single national focal points for trade regulations and other 
trade facilitation issues 
 
4. [   ] Establishment of a national trade facilitation committee to comment on new and amended rules 
prior to their entry into force as well as to conduct periodic reviews of trade procedures  
 
5. [   ] Provision of advance rulings on tariff classification, valuation, and origin that are binding (for a 
specific time period)  
 
6. [   ] Establishment of an effective appeal procedure for Customs and other agencies rulings 
 
7. [   ] Establishment of a single window system, defined as a system allowing traders to submit all 
relevant documents at one time and place for approval by all government agencies. This system may or 
may not be IT based  
 
8. [   ] Establishment and systematic use of pre-arrival clearance mechanisms, processing of goods 
declaration received in advance of goods arrivals, and pre-arrival clearance  
 
9. [   ] Implementation of modern risk management systems for release and clearance of goods  
 
10. [   ] Establishment and wider use of audit-based customs (post-declaration audits)  
 
11. [   ] Expedited clearance of goods (subject to post-clearance audit) based on a bond, guarantee, or audit 
deposit arrangement  
 
12. [   ] Expedited procedures for express shipments and qualified traders/companies  
 
13. [   ] Other trade facilitation measures (please specify): ____ 
 



C. Many experts recognize the need to implement trade facilitation measures in sequence. 
However, this need for sequencing has been mostly overlooked in the WTO negotiations so 
far. Please group the 12 measures into 3 groups (stage 1 measures, stage 2 measures, stage 3 
measures) by putting an X in the relevant blank. 
 

Trade Facilitation Measure Stage 
1 

Stage 
2 

Stage 
3 

1. Alignment of trade documents according to the UN Layout Key for trade 
documents, adoption of the HS nomenclature and use of internationally 
agreed standard data elements for trade documents  

   

2. Systematic and timely online publication of relevant trade regulations and 
procedures, including fees and charges, in the local language and in English    

3. Establishment of enquiry points and single national focal points for trade 
regulations and other issues    

4. Establishment of a national trade facilitation committee to comment on 
new and amended rules prior to their entry into force as well as to conduct 
periodic reviews of trade procedures 

   

5. Provision of advance rulings on tariff classification, valuation, and origin 
that are binding (for a specific time period)    

6. Establishment of an effective appeal procedure for Customs and other 
agencies rulings    

7. Establishment of a single window system, defined as a system allowing 
traders to submit all relevant documents at one time and place for approval 
by all government agencies. This system may or may not be IT based 

   

8. Establishment and systematic use of pre-arrival clearance mechanisms, 
processing of goods declaration received in advance of goods arrivals, and 
pre-arrival clearance 

   

9. Implementation of modern risk management systems for release and 
clearance of goods    

10. Establishment and wider use of audit-based customs (post-declaration 
audits)    

11. Expedited clearance of goods (subject to post-clearance audit) based on a 
bond, guarantee, or audit deposit arrangement    

12. Expedited procedures for express shipments and qualified 
traders/companies    

13. Other (please specify): ___ 
    

 
D. How many years of experience do you have in the field of trade facilitation in developing 
countries? ___ years 
 
E. In which developing countries / subregions did you acquire most of your practical 
experience (list up to two countries / subregions only)? 
 

______________ and _______________ 
 

Thank you for your cooperation; please return by email to artnetontrade@un.org

mailto:artnetontrade@un.org


 

  [Res. Inst.] 
 
 

A SURVEY OF THE TRADE FACILITATION NEEDS AND PRIORITIES OF THE 
PRIVATE SECTOR IN COUNTRY  

 
In support of the WTO trade facilitation negotiations 

on GATT articles V, VIII and X 
 
 

 
On 1 August 2004, members of the World Trade Organization (WTO) decided to commence 
negotiation on trade facilitation. These negotiations are limited to the revision and improvement of 
GATT article V, VIII, and X on Freedom of Transit, Fees and formalities related to importation 
and exportation, and Publication and administration of trade regulations, respectively. Given the 
significant compliance costs associated with trade regulations and procedures at home and 
abroad, traders and other trade actors have a unique opportunity to boost their 
competitiveness and reduce their cost of doing business by articulating their needs and 
priorities in these three areas to influence the negotiations. 
 
 

The objective of this survey is (i) to assess the level of implementation of GATT articles V, VIII 
and X as perceived by the private sector in Country and (ii) to identify the importance and relevance 
of selected trade facilitation measures that have already been proposed for inclusion in a future 
WTO agreement on trade facilitation. All responses will be treated as confidential and will only 
be used in aggregate form. 
 
Who should complete the questionnaire? This short questionnaire should be completed by a 
senior staff of the company who is familiar with and/or involved in the preparation of trade 
documents and the completion of import/export procedures and formalities. Should you have any 
questions regarding the survey, please contact XX, Institution. 
 
This survey is being conducted by Institution, in collaboration with the United Nations Economic 
and Social Commission for Asia and the Pacific (UNESCAP; www.unescap.org; you may contact 
Dr. Yann Duval, Trade and Investment Division, UNESCAP at duvaly@un.org for more 
information).  
 

Please return the completed questionnaire to: XX, Institution 

 

 

http://www.unescap.org/
mailto:duvaly@un.org


I. Perceived level of implementation of GATT Articles V, VIII, and X in Country 
 
 

Please indicate the extent to which you agree (or disagree) with each of the following statements: 
 
1.1 Relevant trade and customs procedures and regulations are publicly available and easily accessible 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.2 Information about changes in regulations and procedures are made available promptly and conveniently to the 

public 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.3 Laws, regulations and judicial decisions are applied in a uniform, impartial, and reasonable manner 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
 
1.4 An independent system to appeal trade and/or customs authorities’ decisions is available and operates 

effectively 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.5 A formal and effective private sector consultation mechanism exists, which allows traders to comment on 

proposed changes to regulations and procedures before they are issued and implemented. 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.6 An effective advance ruling system is in place, which allows the importer, in advance of trade, to obtain 

binding rules in certain specific areas (e.g., tariff classification, customs valuation, origin) 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.7 Documentation requirements for import/export are excessive and time consuming 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 



1.8 On average, fees and charges levied on export and import are reasonable (i.e., are limited to the cost of services 
rendered by the authorities) 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.9 Penalties and fines for minor breaches of customs regulation (e.g., due to typing mistakes) are small and 

reasonable 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.10 Irregular and arbitrary payments are often required to expedite release of goods from customs 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.11 It is easy to submit required trade documentation to trade/customs authorities for approval 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.12 Computerization and automation of customs and trade procedures have noticeably reduced average time of 

clearance 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.13 The treatment of goods and vehicles in transit is non-discriminatory (i.e., imported goods are not 

discriminated based on origin and/or destination) 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.14 Goods in transit are subject to unreasonable transit duties or transit charges 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.15 Regulation and procedures for goods in transit are clearly defined and widely available 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
 



1.16 Vehicles in transit are allowed to use the most convenient routes to their destination 

    �         �        �            �          �        �          � 
Strongly       Disagree     Slightly      No Opinion    Slightly      Agree         Strongly 
Disagree                         Disagree                            Agree                            Agree  

 
1.17 Overall, in which of the following areas do you face the most problems (please select the 4 most 

problematic areas and then rank them from 1 to 4 [1 = most problematic; 4= least problematic]): 
 

a) _____ Obtaining an import license   b) _____ Tariff classification 

c) _____ Submission of documents for clearance  d) _____ Identification of origin of the goods 

e) _____ Payment of fees and penalties   f) _____ Customs valuation 

g) _____ Technical or sanitary requirements  h) _____ Inspection and release of goods 

i) _____ Other (please specify): …………………… 

 

 
1.18 Have problems and inefficiencies related to trade and customs regulations and procedures in 

Country resulted in significant costs (or losses) to your business? 
 
If yes, please elaborate (what is the cost trade documentation and complying with trade/customs 
regulations as a percentage of transaction value? Which trade/customs regulations or procedures 
are the most costly for your business? How could they be improved?) 

 
 
 
 
 
 
 
 
 
 

 
Yes No 

 
 
 
1.19 Overall, would you say that most of the difficulties you face in exporting from (importing to) Country stem 

from domestic trade procedures/regulations OR from procedures/regulations in the countries of your buyers 
(suppliers)? 

 
Mostly from domestic procedures/regulations  Mostly from foreign procedures/regulations 

 
 
Please elaborate as needed: 

 



II. Identifying trade facilitation needs and priorities in Country 
 
Please indicate what level of priority should be accorded by the Government to each of the following 
measures to facilitate international trade and reduce your cost of doing business (Please read through the 
entire list of measures once before deciding on the level of priority for each: 0 = lowest priority; 1 = low priority; 
2 = medium priority; 3 = high priority; 4 = very high priority; 5 = highest priority). 
 
2.1 Timely and comprehensive publication and dissemination of trade rules 
and regulations (e.g., through the Internet) 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.2 Establishment (or improvement in the effectiveness) of enquiry points 
and/or call centers for up-to-date information on trade procedures 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.3 Establishment (or improvement in the effectiveness) of a consultation 
mechanism through which traders can provide inputs on proposed new or 
amended rules and regulations 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.4 Establishment (or improvement in the effectiveness) of an appeal 
mechanism outside of the authority of customs or related agencies for traders 
to dispute  customs and other authorities’ decisions 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.5 Establishment (or improvement in the effectiveness) of an advance ruling 
system, which allows the importer, in advance of trade, to obtain binding rules 
in certain specific areas (e.g., tariff classification, customs valuation, origin) 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.6 Beginning and, if possible, completing clearance of goods before they 
have arrived physically in the Customs territory (based on advance 
submission of good declaration and other documents) 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.7 Separating release from clearance procedures, i.e., allowing goods to be 
released before all clearance formalities have been completed (this may be 
subject to providing a financial guarantee to customs and/or post-release 
audit) 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.8 Reduction and simplification of the documentation requirements for 
import and export procedures 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.9 Harmonization and standardization of documentation requirements based 
on international standards 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.10 Improvement of coordination between relevant agencies, particularly on 
document requirement, e.g., through the establishment of a single window for 
one-time submission and collection of all trade documents 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.11 Computerization and automation of trade procedures, e.g., online 
submission and approval of customs declarations, cargo manifests, including 
electronic payment of fees and customs duties. 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.12 Improvement in customs inspection and control procedures, e.g., 
systematic use of risk analysis to determine which good should be examined, 
clearer criteria for “green” and “red” channels and special channels for 
authorized traders and express shipments 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.13 Elimination of bribery and other corrupt practices of officials involved in 
the clearance and release of imported goods 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 



 

2.14 Implementation of international and regional transit systems based on 
international standards and practices 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

2.15 Other (please specify): _____ 
 
 

 
Lowest 
Priority 0 1 2 3 4 5 Highest 

Priority 

 
2.16 Please use the space below to highlight any trade facilitation measure you think would be particularly 
effective in reducing your cost of doing business or in increasing/maintaining your country’s competitiveness: 
 
 
 
 
 
 
 
 

III. Problems associated with trade/customs regulations and procedures in foreign 
countries 

 
3.1 Have you faced problems in obtaining relevant information regarding trade documentation 

requirements and procedures applicable in other countries (e.g., your main export markets)? 
 
If yes, please elaborate: 

 
 
 
 
 
 
 
 
 
 

 
Yes No 

3.2 Have you incurred significant costs because of the trade/customs regulations and procedures 
enforced by governments in your main export or import markets? 
 
If yes, please specify the nature of the problems (e.g., misclassification of goods, customs 
overvaluation, determination of origin, sanitary and phytosanitary regulations, inspections, 
unreasonable fees, excessive delays at border-crossings, transit issues…): 

 
Yes No 

 
 
 
 
 
 
 
 
 

 

 
 
 



 
 
 

IV. General Information 
 
 
4.1 Your company is best described as (Please tick one box only) 
 

 A freight forwarder (not importing and exporting on its own behalf) 
 An importer-exporter (importing and exporting on its own behalf) 
 A manufacturing/service company which frequently import and export goods/services 
 A manufacturing/service company occasionally carrying out import and export 
 Other (please specify): ___ 

 
 
4.2 Your company is (Please tick one box only) 
 

 A domestic state-owned enterprise 
 A small and medium size enterprise 
 A (national) subsidiary of a Multinational headquartered in (please specify): __ 
 A joint-venture with a foreign company headquartered in (please specify): __ 
 Other (please specify): ___ 

 
 

4.3 How many employees do you have in Country?  _________ persons 
 
 
4.4 What products, if any, do you import (e.g., food, clothes, oil, chemicals… Please specify the two main product 

categories)? 
1. ________________  2. ________________ 

 
 
4.5 From which two countries do you import most?  

1. ________________  2. ________________ 
 
 
4.6 What products, if any, do you export (e.g., food, clothes, electronics, software… Please specify the two main 

product categories)? 
1. ________________  2. ________________ 

 
 

4.7 To which two countries do you export most?  
1. ________________  2. ________________ 

 
 
 
 
 

THANK YOU FOR YOUR TIME AND EFFORT. 
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