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Executive Summary

1 Trade Facilitation has long been a subject of action in many fora and organisations, both
intergovernmental and non-governmental, but it is new to WTO, especialy those aspects which may
evolve to provide direct rights to operators. It is immediately beneficia to the trading community
and, as such, it clearly warrants the attention of al WTO Members.

2. The purpose of this communication is to suggest five areas where Switzerland believes action
inthefield of TradeFacilitation should betakenby WTO: pre-arrival processing, customsirregularities,
transit operations, harmonisation andrisk assessment, aswell asstandar disedinformation and el ectronic
transmissions. It is proposed to hold an initial meeting of experts to be convened by the Secretariat,
in order to dicit reactions from interested sides and to discuss further WTO work in this field
(paras 25/26).

3. We do not suggest to substitute rules and standards established in competent international bodies
by WTOrules. Our preferred approach would be(a) toincorporate by referencesuch rulesand standards
inWTO inasimilar way the TBT and SPS Agreements refer to international standards, thus defining
for WTO Members a number of new, implicit disciplines (as well as a higher degree of clarity and
carewhen elaborating such rulesin other fora); and (b) to envisage strengthening existing WTO rules
where they pertain to the "best endeavour” category of rules (para 7).

Areas for work in WTO

General Remarks

4, Trade Ministers at Singapore have decided to "assess the scope for WTO rules' in the field
of trade facilitation. The Secretariat has prepared two Background Notes', and proposals for action

! G/IC/W/70 dated 28 February 1997 and G/C/W/80 dated 23 May 1997.
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in WTO have been made by the European Communities’ and in the debate in the
Council for Trade in Goods.?

5. Inour opinion Trade Facilitation supportsdevel opment. It contributes, especialy indevel oping
and transition countries, to reducing administrative costs, red tape, time and necessary civil service
expertise in handling trade. On the export Side, trade facilitation increases trangparency and pre-visihility
especially inremotemarkets. A number of tradefacilitationinstruments(e.g. ASY CUDA /UNCTAD)
are dready at their disposal, and more efforts in terms of technical co-operation will be warranted
to enable them to fully benefit from such facilities.

6. Thereisno commonly accepted definition of tradefacilitation. The EC havedefined it broadly
asbeingthe" simplification of trade proceduresfor international tradersand agenciesinorder tofacilitate
the trade transaction process'.* We concur with such a definition and therefore strongly believe that
"trade facilitation” requires a series of governmental and non-governmental actions in a number of
areas of international trade regulations and procedures - regardless of whether they are applied at the
border or not.

7. Thelegd status, interms of internationa law and enforceahility, of the instruments adopted
by inter-governmental and non-governmental organisations, both at global and regiona levels, is not
always clear. However, the following classification might be attempted for practical purposes:

) "Law": Binding instruments of internationa law, subject to
ratification and  reserves, such as the Kyoto
Convention (without its Annexes), the Harmonised
System and some of the WTO obligations outlined in
the Secretariat’s paper.

(i) "Best endeavour": Standardsand recommendations constituting strongly
recommended practices, not subject to ratifications or
reserves:

of intergovernmental bodies (e.g. UN/ECE,
Kyoto Annexes);

of non-governmental organisations (e.g. 1SO
standards).

2 G/IC/WI/85 dated 20 August 1997.

% It should also be noted that, as recently as at their Eighth Summit in Denver (USA), G7 Members
have urged customs experts to complete their work on the standardisation and simplification of customs
procedures as initiated at last year's Summit in Lyon as well as to identify opportunities to facilitate global
electronic commerce. Also, APEC, the Summit of the Americas and the so-called Transatlantic Business
Dialogue (TABD), a business-driven initiative which aims at facilitating closer economic relations between
the EU and the USA, to name but a few others, have taken further initiatives in this field whose importance
in a globalising economy is thus no longer to be established.

4 cf. G/C/W/85 dated 20 August 1997, para 1.
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(iii)  "Technical Documentation”, i.e. clearly documented and procedural options
identified in various bodies, both intergovernmental
and non-governmenta ones.

8. Some of the WTO provisions quoted by the Secretariat ° could also be classified in the second
category (athough, of course, they have been ratified by WTO Members). For instance, under the
Agreement on Import Licensing Procedures, WTO Members commit themselvesto simplify and bring
transparency to their import licensing procedures and to administering them in a neutra and
non-discriminatory manner. There are indicative timelimits, publication and notification obligations
as well as provisions alowing for judicial proceduresin national courts as well as through the WTO
dispute settlement mechanism. But, especially when it comes to rules meant to create a favourable
business environment, those provisions often have nothing more than a programmatic character.
Moreover, they have been established primarily intherule-and-control interest of governmentswhereas
the scope of the present exercise is to actually facilitate trade.

9. The proposals for work in WTO, as outlined below, are not presented in a particular order
of priority; thelist is non-exclusive and could easily be enlarged. For instance, non-customs subjects
are certainly equally open for scrutiny under "trade facilitation”. Incidentally, severa procedures at
the national level, both governmental and non-governmental ones, are seen ashaving acertaininfluence
on internationa trade and should therefore be taken into account when trade fecilitation is being addressed
in a comprehensive manner. Also, internationa co-operation procedures in matters such as fraud
prevention, drugs, corruption, public health and proliferation of strategic goods often contain potential
for facilitating trade without impairing the objectives of such co-operation.

10. For the time being, however, our proposals are limited to subjects (a) which have been dealt
with in one or more fora other than WTO (b) which could be relevant to WTO, and (c) where
governmental adherence to rules both at the national and intergovernmenta levels (including WTO)
could be improved so as to alow for the speedy and easy carrying out of trading activities.

11. The principd internationa and regiona organisations, intergovernmenta and non-governmentd,
dealing with trade facilitation outside WTO have been described in the Secretariat’s note. They will
not be re-quoted here in extenso. However, in view of increased co-operation it will be important
for the WTO Secretariat to participate as an observer in important meetings of those organisations and
to keep WTO Members appraised of developments.

A. Pre-Arrival Processing

12. Pre-Arrival Processing is best described as the possibility for merchandise to cross a border
without having to stop. Electronic customs processing or "one stop” facilities (i.e. for both countries
at the sametime and place) are but two examplesworth mentioning here. Commercia practice, today,
is following a clear trend in this respect, for instance through the concept of "authorised traders”,
i.e. companies alowed to certify origins, clear customs, etc. for both imports and exports - in other
words, a"no stop"-procedure.

13. INWTO, ArticleVIII of GATT 1994 relating to Feesand Formalities connected with Importation
and Exportation does not, of course, prescribe one-stop or no-stop procedures, but one could argue
that, wheresuch technol ogy iscommonly available, WTO Members areunder an obligationtointroduce
them since, intheabsence of such ameasure, their border feesand formalitieswill " represent an indirect
protection to domestic products’ prohibited by ArticleVIII. Onecould follow asimilar line of argument

®> G/C/W/80 dated 23 May 1997.
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with regard to the obligations enshrined in the Agreement on Import Licensing Procedures, in the sense
that such licenses must not in themselves restrict or distort trade.

14. The following questions arise: How far has progress in this field been achieved? Are the
mentioned WTO rules sufficient, and do they have an overall positive impact on trade facilitation?

B. Customs Irregularities

15. A number of initiatives and rules have been set up to combat corruption and malpractice by
customs authorities, not only in the (fiscal) interest of governments but also in order to alow trade
to be carried out unimpeded by such problems. For instance, the Arusha Declaration of the WCO
assigns top priority to the combat of corruption inside customs administrations.

16. In WTO, among the various agreements coming to mind in this respect are Article VII -
Vauation for Customs Purposes, the Agreement on Pre-Shipment Inspection, the Agreement on Import
Licensing Proceduresand theplurilatera Agreement on Gover nment Procurement. Inaddition, Article X
prescribes the Publication and Administration of Trade Regulations and thus contributes to prevent
arbitrary and harassment measures. The Secretariat’s note contains many more provisions such as
Articles V, VIII and IX GATT 1994, the Agreements on Rules of Origin, on Preshipment Inspection,
on TBT and SPS, as well as GATS and TRIPS.

17. Thefollowing question arises. would further strengthening of such provisions help, in connection
with the prescriptions and standards established outside WTO, not only to facilitate trade but aso to
further reduce customs irregularities world-wide?

C. Transit Operations

18. Transit operations are often proneto irregularities and fraud. They are thus subject to specia
border formdities. While antifraud measures are certainly legitimate and necessary, it may be worthwhile
to discuss whether such formalities may be facilitated by improvementsin pre-arriva processing - without
impairing national efforts and international antifraud co-operation. A.T.A. Carnets established by
national chambers of commerce facilitate such operations. UN-ECE (TIR) has extensively dealt with
this subject. Progress has aso been achieved in other areas (e.g. the Transit Convention EU - EFTA
- 4Visegrad countries, NAFTA).

19. INWTO, ArticleV on Freedom of Transit not only consecratesthe freedom of transit for traffic
from every WTO Member across the territory of every other Member. It also states that "except in
cases of failure to comply with applicable customs laws and regulations, such traffic coming from or
going to theterritory of other Members shall not be subject to any unnecessary delays or restrictions”.

20. Thefollowing question arises: could recommendati ons such asthe ones established by UN-ECE
be made mandatory for WTO Members (except where special circumstances justify deviations)?

D. Harmonisation and Risk Assessment

21. Perhaps the ultimate challenge in trade facilitation (and probably even more important than
customs simplification) is the question of harmonisation of customs procedures aimed at, in particular
but not exclusively, by the WCO International Convention on the Simplification and Harmonisation
of Customs Procedures (Kyoto Convention), including through its presently ongoing Revision, due
to be completed in 1999. A particular feature of the Draft Revised Kyoto Convention is its risk
assessment and management procedure which establishes guidelines for customs operations in order
to speed up procedures and clearance while optimising, whenever possible, both fraud prevention and
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government revenue objectives. It istoo early to predict the outcome of this ambitious and complex
revision; but it isinteresting to note that the intention is to create a" Code of Best Customs Practice”
whose rules would evolve over time and whose implementation would be subject to supervision by
the management committee of this new convention, including through mandatory application of all
the Kyoto Convention Annexes to all its 142 Members.

22. INWTO, nosimilar provisionsexist directly inthefield of customsprocedures, and thereshould
be no attempt to duplicate the work undertaken in WCO and elsewhere. But alot of efforts have been
investedinasimilar way, i.e. technical prescriptionsand norms. Both the TBT and the SPS Agreements
(aswell as, to alesser extent, the Agreement on Rules of Origin) contain a number of provisions on
harmonisation and mutua recognition. They aso address the problem of risk assessment and
management: while acknowledging the legitimacy of differing national standards, these agreements
try to prevent abuse of such differences.

23. The question arises whether, based on these rules and experience, either of the following
approaches could further the objective of customs harmonisation:

- Adopting the Kyoto Convention and its annexes as well as other standards and
recommendations as mandatory for WTO purposes similarly to the function of, say,
the Codex alimentarius in the SPS Agreement.

- Examination of the risk assessment provisions established by the TBT and SPS
Agreements and their potentid utilisation in the field of risk assessment and management
in customs procedures.

E. Standardised Information and Electronic Transmissions

24, Trade facilitation tools developed by UNCTAD, UN-ECE, 1SO and others have considerably
improved trading operations world-wide. The subject of standardised information and e ectronic
transmission - in a process of constant evolution - definitely deserves to be included in the work on
linking WTO with existing standards, along the lines of the EC’s proposals (G/C/W/85, para 7).

Concluding Remarks

Mesting of Experts

25. As outlined above (para 3) it is proposed to hold an informal, "brainstorm"-type meeting of
experts, organised by theWTO Secretariat, whererepresentativesfromintergovernmental organisations
suchasWCO, UNCTAD, UN-ECE and IBRD and from non-governmental organisationssuch asICC,
FIATA, IATA and IECC would meet with representatives from WTO Members (i.e. trade as well
ascustomsexpertsfrom capitals). TradeFacilitationisatechnically highly complex subject. Itinvolves
most directly business operatorsin agreat number of fields. Thereforeit will be necessary toinvolve
technical experts of internationa organisations, both governmental and non-governmenta. Also, the
guestion of how to ensure adequate communication between the Kyoto Revision process and WTO
work should be addressed at that meeting.

26. The purpose of the meeting would be to make an assessment of the situation and collect
suggestionsfor possible WTO action on TradeFacilitation, onthe basisin particular of the Secretariat’s
analysis and the EC’s and our proposals. Further background contributions by delegations would be
welcome. The result of the meeting would be submitted to the Council for Trade in Goods.
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Trade Facilitation: The Challenge of Ensuring Speed and Control

27. Whiletradefacilitationisintheinterest of both tradersand governmentsit should alsobeclearly
understood that nothing in this field must be seen as easing the way for abuse and circumvention of
national and international legislation and effortsto combat fraud. "No control” is perhaps equival ent
to "facile trade", but it is not the purpose of "trade facilitation". The on-going revision of the Kyoto
Convention is addressing this chalenge of facilitating trade without impairing the attainment of legitimate
governmenta objectives and policies, in particular through its envisaged risk assessment and management
procedure (see also above under "Harmonisation and Risk Assessment™). It is obviousthat al trade
facilitation work undertakenin WTO must follow the same, carefully designed approach of combining
security and speed in internationa trade transactions.





