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PREFACE

In the process of undertaking the baseline study of Trade and Transport Facilitation Monitoring
Mechanism (TTFMM) in Bhutan, six studies are carried out to provide multiple facets of trade and
transport facilitation coveringxport and import of specific products, corridors and border crossings. A
synthesis report is also produced based on five study reports.

The current report is focused basiness process analysis of import of light motor vehicles from
the thirdcountriesto Bhutanvia Kolkata Port It is a stanealone document itself and ti& report of a
series of 6 studies on TTFMM in Bhutan. It feeds the TTFMM synthesis report. As such, it needs to be
read along with other reports to fully understand the background, key findings and conclusions of the
TTFMM baseline study.
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EXECUTIVE SUMMARY

The Report is focused on an analysis of the trade process and procedures of import of light motor
vehicles (LMVs) from countries other thémdia via Kolkata Ports (Haldia or Kolkata)t analyzes the
filaissdo trade, provides detailed process, di agnos
recommendations. Mapping current trade procedures is beneficial in the following waystheirs
information presented in this docent can be used as instruction for the traders, especially the new
traders, to carry out the trade process. Second, the information can be used directly when a trade portal is
established; and finally, the infornian provides a fundamental basis for thagthosis of bottlenecks
along the trade process.

This study reveals thdt takes 8.5 days to import light motor vehicles (LMVs) frothe
Republic of Korea. Among it, the maximum time of about 10 days is spemiaking final payment. The
cost for completing the procedures amounts to U.S $1,289, which does not include the applicable duty
and taxes that thienporter has to pay in Bhutan. Out of the total transaction cost, 32.5% are attributed to
transit clearancetaolkata and 14.4% by transportation to Phuentsholixgotal of 39 documents
(application forms, application letters, permits, etc.) are needed to complete the 14 processes for
importing LMVs to Bhutan. Out of this, 12 documents need extra copies ranging from one to 9 copies. In
all, 85 copies of these docunis are required.

Based on data analysis, this report recommends the following measures be taken to further
enhance trade facilitation. In the short term, the key measures incluglectjonic filing and exchange
of documents; 2)harmonization of dataral information andtandardization of documents; 3&moval
of redundant or repetitive procedures and documents: 4). enhance availability and accuracy of
information on rules, regulations and guidelines; 5) continue the efforts towards customs autdation;
enhance payment remittance andntre active role of the Private Sector. The kbagn interventions
includel) further development of transport and logisticgastructure in Phuentsholing ajistrengthen
transport and transit in India. Transit India is fundamentally important for enhancing trade and
transport efficiencyf o r B h ut a.nrbBesstudy mhmpwsr that 67% of the import cost is directly
attributed to transpoifwhich does not include maritime transport from other countries to Kolkath)
transit clearanceEfforts from India and coordination at SASEC level are import@ettainly these
recommendations are tentative. Actual follaw actions are subject to feasibility studies and availability
of resources. Nevertheless, the findingsuld provide most relevant and useful reference for policy
reform.

It is important to note that the repadnstitute an essential component of the baseline study of
Trade and Transport Facilitation Monitoring Mechanism (TTFMM). As such, it should rigdied as a
oneoff study. The indicators included in this report (Section 4.2) and other more detailed information

and data in Section 4.1 provide fibaselined data

viil Page



carried out in the future. In so g, the progress, or setback, in trade and transport facilitation and the
effectiveness of trade and transport facilitation measures can be monitored effectively.
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Chapter 1. Introduction

The TTFMM baseline study in Bhutavasconducted as part afbroad initiative to establish

sustainable trade and transport facilitation monitoring mechanisms (TTFMifgicountryin the

long term.The TTFMM project covers not only Bhutan but also Bangladesh and Nepaérthe
South Asia Sulsegional Economic Cooperation (SASEC) Progrdm.particular, the TTFMM

baseline study aims to:

1)

2)

3)

4)

Provide a set of indicators and underlying data on trade and transport facilitation performance
in Bhutan. Suctbaseline data will ensure that the progress or setback in trade facilitation
performance in the country can be benchmarked.

Diagnosekey bottleneks and recommendations for removing bottlenecks and simplifying
trade procedures. In this respect, the study provides policy recommendations to policy makers
and stakeholders.

Propose way forward to maintain the sustainability of TTFMM. Sustainabilét/tise core of

the design of TTFMM. In this respect, this report provides specific recommendations on how
to maintain sustainability of TTFMM including institutional arrangement, data collection and
analysis, and best way to utilize the study output.

Propose way forward to maintathe sustainability of TTFMMSustainability is at the core of

the design of TTFMM. In this respect, this report provides specific recommendations on how
to maintain sustainability of TTFMM including institutional arrangementa dallection and

analysis, and the best way to utilize the study output.

The scope of the baseline studies of TTFMM was decided through a series of regional and

national training workshops held in Bangkok, Thailand in November 20 BhuentsholingBhutan
in April, 2014, Wuhan, China in October 2015 and in Bangkok, Thailand in January RQ0tiéle

range of stakeholders were consulted in this process, as shown in the lists of participants of different

meetings inAppendix 1. After extensive exercise and discussion with the relevant stakeholders, it

was agreed that the TTFMM baseline studBiutanwould cover the following processes, products

and trade routes and corridors:

(i) Import of kitchen and table wares of plast(oselanine productsfrom Bangladesh to
Bhutan through BurimariChangrabandhaaigaon PhuentsholingThimphu; and

(i) Import of light motor vehicles (LMVs) from countries outside South Asia via the Indian
port of Kolkata;

(i) Export of cardamom from Bhutan to Bangladesh vRhuentsholingJaigaoin

Changrabandha&urimari; and

l|Page



(iv) Export of ferro silicon from Bhutan to countries outside South Asia (Europe or USA)
through Kolkata port

More specifically, it was decided that the Business Pro&esdysis (BPA) would cover all
the abovementioned products and corridors, Time Release Study (TRS) would cover border crossings
at Phuentsholing and Jaigaon for both exports and impoidsTimeCostDistance (TCD) /Corridor
Performance Measurement and mtoring (CPMM) would cover the corridors fromdolkata to
Phuentsholing/Thimphu and Burimari to Phuentsholing/Thimphu trade corridors

The Report is focused amn analysis ofthe trade process and procedures opam of light
motor vehicles (LMVs) frontountries other than Indiaia Kolkata Ports (Haldia or Kolkatal is a
standalone document itselthefirst report of a series of sistudies and feeds the syntheBisFMM
baselinereporton Bhutan As such, it needs to be read along wlikother eports to fully understand
the background, key findings and conclusions of the TTFMM baseline study.

2t takes an examplef the import of a vehicle (Kia Sorento) from Kia Motors, Republic of Kokeavever,
the same procedures would be in place for importing from Japan or Europe for that matter.
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Chapter 2. Overview of Business Process Analysis for Trade Facilitation

Business Process Analysis (BPA) of Trade Procedures, developed by UNK&sproved
to be an effective tool for providing a detailed understanding of international trade transactions. More
than 50 import and export processes in Asia and other regions of the world have been studied since
2009 using BPA.Similar to the exitingstudies,the UNNEXT Business Process Analysis Guide to
Simplify Trade Procedurésvas used to studimport of kitchen and table wares of plastics from
Bangladesh to Bhutan.

According to UN/CEFACT (see Figure 25)BPA is recommended as the first stegiope
undertaking other trade facilitation measures related to the simplification, harmonization and
automation of trade procedures and documents.

Figure 2.1 A Step-by-step approach to implementing trade facilitation measures

Source UNECE, 2006, Background Paper for UN/CEFACT Symposium on
Single Window Common Standards and Interoperability

3 More information is available dittp://unnext.unescap.org/tools/business_process.asp

4 A summary of the existing studies is availablétip://unnext.unescap.org/pub/briefl1.pdf

5 Detailed information is available at < https://unnext.unescap.org/content/businesssanalysissimplify-
tradeproceduresasestudies>

6 United NationsEconomic Commission for Europe (UNECE)0Q06, Background Paper for UN/CEFACT
Symposium on Single Wdow Common Standards and Interoperability.
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The trade procedures covered by BPA largely fall indategory of BuyShip-Pay model
recommended by UN/CEFACT (as shown in figure 2.2). In some cases the scope could be confined to

selected process(es) according to the priority of the country.

Figure 2.2 Buy-Ship-Pay Model

Prepare Prepare
For for
Export Import
BUY - - PAY
sAgree *Request
Contract *Book *Process #Collect Goods *QObtain *Process Payment
ransport 5 mport mport nvoice
Er:::e; ‘ T Good sTransport and ' ! {Invoice)
Delivery sInsure Cargo Declaration Deliver Goods Licence etc Declaration *Order
Terms..) sMake Customs || "Process *Provide Waybills, || *500k *Progress Payment
Declaration Cargo Goods Receipts Transport Cargo *Execute
*Place, Declaration blish Declaration P
Confirm »Obtain Export Status reports *Esta olis ayment
or Revise Credit *Apply Bte. Credit *Check *|ssue
Order Guarantee i‘;c“:w *Provide Cargo Security Statement
ecks .
!l sObtain Export Declaration *Release
Licence etc *Clear Goods » Advise Despatch goods

UN/CE-ACT Recommendation No. 18 illustrates a simplified view of the international supply chain in the Buy
ShipPay model (Box 1). The model identifies the key commercial, logistical, regulatory and payment
procedures involved in the international supply chain

Source www.unece.org/fileadmin/DAM/cefact/recommendations/rec18/Recl18 pub_ 2002_ecetr271.pdf

One of the key features of the UNNEXT Business Process Analysis Guide to Simplify Trade
Procedures is the introduction of the Unified Modelling Language (UML) as a standard way to
graphically represent the various procedures involved in the trade préags® . 3). Use of this
common standard is essential to providing a systematic description and common language of a
procedure that can be understood by all stakeholders involved in international trade transactions, both
domestic and foreign.
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Figure 2.3 Examples of Use Case and Activity Diagrams

UML UseCase Diagram

UML Activity Diagram

:»?’3’3'5 N %

3] Prepare expct! \

. et it A .
e e .

%
\"\.

Exporter
or Representative

Department
of Fisheries

UML UseCase and Activity Diagrasare used
to visualize the captured knowledge of the
business prazsses. The Usease agram
illustrates highlevel business processes dhd
actors associated with each of them. It serveq
as a frame of reference for further elaboratior]
of business process mdlileg work. The étivity
Diagram, on the other hand, desbés
activities, inputs, and outputs associated with
eachbusiness process listed in theellase
Diagram.

Application Form for Export ||

! | Remains Through Thailand | |

i erify sLbmitke
| . .
) information

Exporter (or Reprezentative)

repare inFormation,

Department of Fisheries

nesded for expott e
. permit applicatiny

Animals/animal

(R 141}
Invaice

Packing List

rrf—
| Collect R.;\"ﬂ—

®

=8

Incorrg
Correct
Issue '|

Expert Permit)

Export Permit
R .32

Source http://unnext.unescap.org/pub/tipub2558new.asp
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Chapter 3. Data collection and validation

Time frame for implementing TTFMM baseline study Bmutanis shown in Table3.1.
Summaryof participants who contributed to the study is shawAppendix 1.

Table 3.1 Time frame for implementing the TTFMM baseline study

2015 2016
10 1 2 |3 |4 |5 |6 |7 |8 |9 |10 |11 |12

Subregional meetingo plan the
baseline study ilWuhan, China

Workshop to finalize the plan of the
baseline study in Bangkok, Thailang

Data collection on BPA
Data collection on TRS
Data collection on TCD/CPMM

TTFMM database, analysis and drd
report
National results validation meeting

Refine TTFMM data andnalysis,
and finalize study report

The workshops to plan the baseline study in Wuhan, China and Bangkok, Thailand

A subregional meeting was organized in October 2015 in Wuhan, China to plan the baseline
study and discuss negteps and attended by National Consultants and government officials from
Bangladesh, Bhutan and Nepal, Experts from ADB and UNESCAP. Another study planning
workshop was held in Bangkok on-18 January 2016 and was attended by the national consultants
of the project, government officers and logistics operators from Bangladesh, Bhutan and Nepal.
Methodologies for BPA, TRS and TCD/CPMM were discussed in detail during the workshop. Draft
questionnaire used for TRS and CPMM were distributed and comprehensilisussed at the

workshop.

Data collection on BPA

The ADB national consultant conducted data collection on BPA during Felirdaity 2016
and interviewed the key stakeholders located in ThimpRbuentsholing Burimari and
Changrabandha field trip was arranged to Kolkata to collect data on transit during8L8arch

2016.Summary angbeople interviewed during the visit are showi\ppendix 1.
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National results validation meetirand followup activities

A national validation workshopvas organized byhe Department of Revenue and Customs,
Ministry of Finance, Royal Government of Bhutancollaboration with ADB andeSCAPon 34
August 2016 in ThimphuThe study team presentéal stakeholders preliminary stydesults and
findings Comments from the workshop were taken into consideration by the project team to revise
the report Approximaely six weeksafter the meeting, the study team shared the revised reports with

the meeting participants and incorporatedter feedback for revision.
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Chapter 4: Analysis andfindings

T8p8E®I OOOAAA POT AAOGO AT A POT AARAAOBOAOD
4.1.1. UseCase Diagram

Figure 4.1 showthe UseCase diagram for Bhutanese importation of Light Motor Vehicles
(LMVs) from Republic of Koreavia India A total of 20 actors participate in completing 14
proceduresWhen onetime procedures 2.1, 2.2 and 2.3 are excluded for analysis, total number of
actors is reduced to 17.

Figure 4.1 UseCase Diagram for Import of LMVs

MO%‘:A i % Do Insurance
| f%a

-2 .Obtain Dealershi Kolkata
Licence & TPN

3. Register for Impa
House

Shipping
Line/ Agent

2.4 Obtain Import Licence

2.5 Insure Cargo

KP

.6 . Obtain Letter of

Guarantee (LoG ' %ﬁ
' ransporter
/
Process at Port ¥
oA

| ¥ Reiease mpoiC /’» CHA, Bhut
_"V‘A‘ : .

X

o "\
=<~
Phuentsholin ¥ '
9 4\_ CHA, India
10 Clear Custom @ : \
Phuentsholing =

T Transporl Cargo——_ {%%o
to Thimphu \ %
Indian Customs
o
@)

K
() @, \

lkata
RBPCheck Cusfoms Check RBP Check Post LC);,
Post, RDing  Post, RDing Tanalung Jaigaon

: 3.1 Open Letter o :
% ‘ Credit ' %
Exporter's ‘ 3.2 Make Final mporler’s

Bank ! Payment ' Bank

//
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412. Core Business Processes

Process Area 1: Buy

In the firstbusiness process under the businmessess areé B u theredis only one business
process that needs to be c¢omp [Thetingorter cantaads the h a t i
Manufacturer/Exporter and places order for the number of vehicles requsbdvars in Figure 4.2.

Core Business Process Area 1.1. Place Import Order

Thefirstandonlyact i vity in the core business process

Import & d efer import of LMVs from countries other than India shown in Figure 2.

Figure4.2i Pl ace | mport Orderodo use case diagram

X

Importer

Theuse case diagram in Fig.4.2 suggests that there are
two participants:

% - Bhutanese Importer

S T B - Exporterfrom Republic of Korea
Exporter
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Figure 4.3 Pl ace | mport Ordero activity diagram

Importer Exporter
?

1.1.1 Place Import Order '-—\[

1.1.2 Send Proforma Invoice

\h Proforma Invoice ‘
1.1.3 Conclude Trade Deal
Table4.1A Pl ace I mport Orderd process description
The name of a process 1. Buy

area which this particular
businessprocess belongs
to

The name of a business

process Place Import Order

>\

Related rules and Rules and Regulations for Establishment and Operation of Indy
regulations and Commercial Ventures in Bhutan, 1995 and 1997

Rules and Procedures for Impéam Third Countries, 2002.

Sales Tax, Customs and Excise Act of the Kingdom of Bhutan
and Amended Act 2012.

Rules (2002) on Sales Tax, Customs and Excise Act of the Kin
of Bhutan 2000

Bhutan Wholesale Trade Regulation, 2006.

> >

>\

The name of process
participants

Importer
Manufacturer/Exporter

I 2> >\ >

Input and criteria to
enter/begin the business
process

Have a Trade Licence

Procedures and
associated documentary
requirements to complete
the process

1.1.1. The Importer places an import ordedectronically for the
number of wvehicles to be imported from
Manufacturer/Exporter;

1.1.2. The Manufacturer/Exporter responds to the inquiry
sending a Proforma Invoice for the number of vehicles t
imported; and

1.1.3. The Exporter and Importer confifithe trade deal.

" As the Importer and Manufacturer/Exportgould have estalished business relations befotee terms and
conditions of export are determined by the Manufacturer/Exponigluding any discounisthere is no
negotiation involved. The Importer straight away places the order for the number of vehicles to be imported
based on which the Manufacturer/Exporter sends a Proforma Invoice.

8 The confirmation is through opemjrof a Letter of Creditor the import order.

10| Page



Output and criteria to A Confirmation of Import Order
exit the business process

Average time required to | Average time: 5 days
complete the process
and/or durations for each
involved transaction

Average costs associated| None
with the process

No. of copies of each - Proforma Invoice: 1 copy
document required
Total 1 document, 1 copy

Mode of document Electronic
submission

Process Area 2: Ship

Under the second process area O0Ship,6 there
import of LMVs from Republic of Koreao Bhutanincluding 5 regulatory requirements as shown in
Figure 4.4. The other procedures involve transport arrangement, transit and Customs clearances.

9 The five days is an indicative periofihe completion of this proceduneay vary depending osituation from
time to time.
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Figure4.4Us e case diagram of core business process i

.1 Obtain Security
Clearance

.2 .Obtain Dealership
Licence & TPN

. 3. Register for Impo
House

2.4 Obtain Import Licence

2.5 Insure Cargo
2.6 . Obtain Letter of
Guarantee (LoG

./ Clear Customs Trans
Process at Port

.8 Release Import Cargo
from Dock

.9 Transport Cargo 0
Phuentsholing

.10 Clear Custom a
Phuentsholing

.11.Transport Cargo
to Thimphu

Core Business Process Area 2Qbtain Security Clearance

The first ofthe 11 business proceste® be compl et elsinespbeessist he 6 S

iObtain Security Clearanced as shown in Figure /4
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