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Purpose of this Paper

This paper presents the idea of a “Framework” to be used to guide the development and strengthening of organisational capacity in Customs and Revenue administrations. 

The “Framework” provides for:

· a holistic approach to the building or modernising of the organisation 

· analysis of strategic requirements

· the involvement of senior management 

· improvements to operating systems and procedures

· enhanced staff competence

· improved intelligence and management of risk

· enhanced performance management. 

The “Framework” will: 

· outline the requirements of a modern customs or revenue administration

· describe generic building blocks needed to develop the organisation and build capacity

· provide a broad framework and systematic approach to the identification of need against relevant benchmarks

· assist with the identification of change necessary to help the administration meet those standards within a specified timeframe.

The “Framework” will not:

· specify the approach or the methodologies used to achieve the desired outcomes

· deal with the technical subjects

The “Framework” has 3 principal tenets:

· That future institutional development and capacity building can only succeed if there is proper attention given to the strategic level of business activity in advance of lower level technical assistance.

· That there is a generic organisational model for the modern Customs or Revenue administration that provides a helpful benchmark for planning change.  

· That capacity building must include a proper focus on manager development at the strategic and operational levels.  

If adopted, the Framework will provide the basis for identifying and implementing strategies that will lead to effective capacity building.  The Framework also encourages action research projects designed to explore the underpinning necessity for and effects of change. 
1.
Introduction

Organisational strengthening and capacity building means building an effective organisation capable of identifying, choosing and implementing activities that will enhance its long-term performance. It means that the organisation is able to establish and disseminate a clear sense of purpose and direction, establish an appropriate structure with effective legislative and administrative frameworks and has competent staff. 

The aim of this Framework is to build a modern organisation that is: 

· capable of targeting its limited resources in areas where they will achieve the maximum benefit

· aware of its obligations to ensure and improve compliance

· client focused

· performance focused

· able to adapt to the ever-changing environment in which operates

· capable of setting output targets and evaluating overall performance. 

Organisational strengthening in this paper refers to the process of structuring the organisation to best meet the demands of the contemporary business environment.  It includes the development of supporting infrastructure and the provision of the required physical resources.

Capacity building refers to the development of systems, procedures and processes, including frameworks such as a legislative framework, a compliance management framework, a strategic management framework etc.  It also includes the development of staff competencies.

This Framework is designed to assist in the setting of direction and guidance in the selection of change processes involved in building or modernising Customs organisations. It can also be used in organisations that combine customs and revenue (ie. taxation) functions.  Those who are most directly involved in the design and implementation of the change management strategies may need to be especially skilled.

Success in applying the Framework will be evident by:

· the organisation being able to successfully match itself against key criteria in the relevant international benchmarks eg Kyoto, GATT, Arusha etc 

· aid agencies and the countries themselves being increasingly satisfied that their investment and support is clearly justified

· robust, sustainable outcomes 

· success in the key strategic areas of revenue collection and protection, trade facilitation, border protection, industry and community protection etc, and it will be able to demonstrate the effective use of its resources.

2.
Timing - why now?

The need to find a new approach to the development of Customs and Revenue administrations world-wide has been identified by:

· international organisations such as the G8 group of countries, the World Bank, the World Trade Organisation, the World Customs Organisation

· donors/providers

· Customs and Revenue services 

· the 2001 WTO Ministerial meeting in Doha

So, given the difficulties that have prevailed in the past and the increased level of urgency for Customs and Revenue organisations to play a central part in national revenue and the facilitation of global trade, the time is right for a novel, innovative and effective approach to organisational strengthening. 

3.
The Operational Environment

More than three quarters of the 144 members of the WTO are developing countries of which 30 are categorised as “least-developed”. Each has a Customs and Revenue administration and the majority are in need of modernisation. An ineffective Customs administration will actually impede the flow of trade, which will, in turn, impact upon the country’s reputation as a trading nation. This will lead to unacceptable revenue and international trade implications. 

Multi-national companies and those, for example, in the express freight business epitomise the requirement for a fast, efficient and secure international trade supply chain. Commercial pressures have been mounting for some years for lower trade overheads and faster clearance times. This will only be possible with better compliance and trade facilitation, higher quality transactions and processes, less need for enforcement and greater accountability and transparency. It will require more effective relationships and partnerships between the various stakeholders involved in international trade.

Globalisation of trade is a reality and inefficient Customs practices are impeding trade. National economies will be significantly impacted unless the necessary change in operational practice is implemented. Customs and Revenue administrations are facing very real challenges and the implications are far reaching.  This Framework is designed to help organisations to meet those challenges and will lead to:

· fundamental changes to structure

· better use of automation

· achieving a balance between trade facilitation and control

· more effective use of compliance management strategies

· more effective legislation etc.  

4.
Organisational Needs Analysis

The emphasis of many previous development projects has focussed too narrowly on operational level change.  Whilst change at this level is clearly important, it cannot provide the desired outcomes without building the necessary organisational and management foundations needed to ensure effective, robust and sustainable change. 

Many Customs and Revenue administrations lack effective strategic and operational management. This seriously impacts on the capacity to function appropriately in the globalised environment. Simply stated, it is imperative that the organisation is able to operate more effectively at a strategic level.  

This Framework is designed to establish appropriate operational procedures, systems and processes that will enable the organisation to continually re-position itself and respond appropriately to its operating and political environment.  The Framework aims to build an organisation that:

· clearly understands its external operating environment

· understands its stakeholders and their needs

· continually adjusts to the internal and external environment

· works properly at all levels

· meets targets and standards

· makes best use of its limited physical and human resources

· works within the law and makes decisions that are effective and transparent

· ensures progressively improving compliance

This approach requires managers to have specific knowledge and skills and they must be effective in four key areas:

Strategic thinking            Leadership            Management             Facilitation

They have to be aware of the “bigger picture” and be able to provide the direction, leadership and support required by their staff. They need management and leadership skills and a fundamental understanding that the systems will continually change and improve as the organisation changes to meet changing demands. Inherent within these operating systems are the underlying values and aspirations within which the people have agreed to work and develop. This is sometimes known as a Code of Conduct.

This Framework will lead to project plans that will:

· be based upon a thorough analysis of need that includes reference to the concepts discussed above as well as to appropriate international performance benchmarks
· ensure necessary political and corporate management support

· have adequate access to funding that addresses the project foundation components 

· address the business strategy in a way that clearly is linked to government and international trade supply chain requirements

· optimise the use of resources

· address the legislative and policy framework to ensure it is able to support the modernised approach

· address the program of change that will ensure participation, ownership, commitment and sustainability.

· include planning and performance measurement at all levels

· address automation and other requirements as outlined in international standards

· address organisational culture

· include consideration of infrastructure and physical resource requirements

5.
Towards the Concept of a Framework

The idea of a Framework follows from the premise that capacity building, involving the provision of appropriate technical assistance, must be built upon a solid foundation of organisational structure and an appropriate strategic management framework.

The Framework:

· recognises and caters for the internal and external environment

· identifies the key strategic objectives of a modern Customs organisation

· describes the generic building blocks with which to construct it 

· develop strategies to guide the transition from the current position of the organisation towards best practice (that at least meets Kyoto 2000). 

This process of organisational strengthening and capacity building must, of necessity, have the commitment of politicians and the top-level management in Customs. That commitment will only be secured if the financial and organisational benefits are clearly described as a business case for the development programme. That business case will identify:

· Government and other stakeholders’ requirements influencing policies and targets

· Structural and operational efficiencies

· Efficiency indicators such as cost to revenue, performance measurement systems, stakeholder feedback, compliance and non-compliance indicators.

· Revenue contribution to the economy with potential revenue due from international trade statistics – the revenue gap 

· Intelligence, level of non-compliance, trade flow data, security, seizures Vs cost .

The analysis of this information will identify potential revenue yield compared with the actual revenue yield and may identify the possible causes of any revenue shortfall. It will also identify the potential for increasing the protection of society through increased compliance levels and for establishing supply chain security regimes. Stakeholder consultation will help confirm the change drivers and the expected levels of service. 

When pieced together the different aspects of the analysis will show the combined potential benefit of change versus the cost, using the Framework as a guide. This guided, structured approach will be attractive to Ministers and other key stakeholders. It has the potential to create the necessary high-level understanding, commitment and support for change. 

In summary, the key to success in the entire process is to identify, from the early development stages of the project, the “drivers of change”. The initial analysis phase of the project will not only identify the base line and organisational data described above but will identify the internal and external environment relevant to the project as well as the stakeholders who will be most effected by it. 

Key stakeholders will include Government Ministers, other government departments, those involved in the international trade supply chain as well as travellers, the public and even the press. Consulting with stakeholders will ensure proper consideration of their interests. 

The last piece of the development jig saw is, of course, the staff who need to be kept fully informed of the vision, purpose, timeline and process of the change. Mobilising the human resources to help support the change, in the process releasing their potential and increasing the quality of their work, must be linked with education and training, development and good management. 


This helps build the organisational capacity which complements the organisational strengthening initiatives that ultimately lead to the improved organisation and increased outputs. This approach, that is supported by the use of the Framework, will directly help to ensure participation, ownership, commitment and sustainability.

Ultimately the following components must be in place for this change process to be successful and sustainable:

· Political will and support 

· Funding for the change programme over and above normal operational costs

· Political and organisational stability

· Strategic planning, leadership and management 

· An appropriate “business” culture

· Enhanced capacity at all levels

· An effective change management strategy that is communicated to key stakeholders

· Effective people management, development and transformation

· An appropriate organisational structure to deliver business objectives to specified levels of performance

· Effective processes, procedures and people

· Effective planning and performance measurement

· Technical innovation – automation and migrating “old” systems and procedures to new ones

· Management information

· Partnerships – stakeholders, quality approach, needs identified, measurement of satisfaction, customer orientation

· Voluntary, informed compliance

· Transparency and integrity

· Effective Judiciary

6.
Implementation: Building the Organisation

This Framework is highly interactive, enabling people to drill down as far as their interest requires.  It is also adaptable so that any special characteristics of a Customs or Revenue administration may be added. However, international conventions such as Kyoto, models such as that from the International Chamber of Commerce and considerable experience of Customs and Revenue change programmes has identified the following common building blocks needed in organisational strengthening and capacity building:

Building Blocks


Indicators of Effectiveness

Context
· Government priorities are understood

· International and Regional obligations are known

· The demands of economic, social and public sector reform is understood

· The impact of trans-national crime is understood

· The impact of globalisation of trade is understood



Business strategy linked to government and international trade supply chain requirements
· Stakeholders and their needs are understood

· Business planning process in place

· Objectives and performance requirements disseminated to managers

· Organisational performance aligned to international standards

· Innovative strategies eg partnerships are used as appropriate

· There is a client focus in service delivery

· Performance measurement processes in place



Strategic Planning, Management and Leadership
· Strategic planning process in place for key areas/levels of the organisation with associated Risk Management planning

· Managers posses the required level of competence in strategic planning, management and leadership 

· Staff are provided with a sense of purpose and direction

· Staff are able to deliver outputs to the required standard

· Strategic planning takes into account need for change



Organisational Structure
· Structure designed to deliver outputs with optimum use of resources

· Structural modelling and micro-modelling including description of processes and procedures to ensure efficiency and effectiveness as well as harmonisation, standardisation and conformance to international guidelines and including international co-operation.



Legislative, policy and Procedures Framework
· A legislative review and development process is in place

· Laws and regulations are well written reflect government policies and strategic business requirement.

· Policies are relevant

· Operating Procedures are in place and effective

Change management
· A Change Management methodology is in place

· The stakeholders and their needs identified and addressed

· Planning for change includes participation, ownership, commitment

· Change processes include continuous improvement



Compliance Management
· Stakeholder’s obligation for compliance is communicated

· Compliance strategies are applied consistent with the nature and the impact of non-compliance

· There is an acceptable level of enforcement

· Easy to comply with the law.

· Transparent and accountable appeals procedure is in place

· Limited degree of ambiguity and discretion. 



Planning 


· A rigorous annual planning process is in place at corporate, business, divisional and work area levels

· Planning includes performance targets

· Planning includes risk assessment



Performance Planning and Measurement
· Plans flow from the strategy to all levels of the organisation

· Planning includes the identification of standards, targets and performance indicators

· Standards and targets are communicated to staff at large

· Performance measures are in place



Automation
· Maximum use is made of automation to speed the facilitation process

· Automation (operational and office automation strategy with infrastructural and support considerations) and trade interface.



Whole of Government
· There is maximum level of commonality between the requirements of Customs, Indirect Tax and Direct Tax ie. audit, compliance, service centres, automation links, risk, intelligence, investigation.

· There is effective liaison with related agencies



People management 
· There are effective HRM and HRD procedures and processes in place

· There is effective technical training, training systems that interface with operational management

· There is an effective approach to broader education

· There is a strategic approach to the recruitment, retention, reward and accreditation of staff at all levels.



Organisational culture
· Values are regularly reviewed

· Values reflect those of a professional organisation

· Values are disseminated



Infrastructure
· Infrastructure, estates, communications, transport, etc.

These building blocks can be represented in a project logframe that enables the content of the Framework to guide the preparation of a more project level implementation plan. See Appendix A for the Project Logical Framework. Detailed level project plans can be acceptably developed from the high level concept map represented in the Framework.  

The Framework provides the logical approach but the order and the pace of implementing planned activities will be determined by various criteria such as the capacity of the recipient organisation, funding, resources etc. The critical component, however, will be the development strategy that flows from an analysis of the current situation compared with the desired position. 

7.
Conclusion

This paper provides a Framework for strengthening a Customs and Revenue administration and building its capacity. Organisational strengthening is the process of structuring the organisation to best meet the demands of Government, business and the public.  It includes the development of supporting infrastructure and the provision of the required physical resources. Building capacity means developing systems, procedures and processes, including a legislative framework, a compliance management framework, a strategic management framework etc.  It also includes the development of staff competencies

Technical assistance must be built upon a solid foundation of organisational structure and strategic management. This Framework is highly interactive, flexible and feeds lower level project plans. It is adaptable so that any special characteristics of a Customs or Revenue administration may be added. 

In essence the Framework suggests the following approach to capacity building and organisational strengthening.

Context

· explaining the important national role of Customs and Revenue administrations in trade, revenue and security

· outlining the economics and benefits of having an efficient Customs and Revenue administration

· describing the process, cost and benefits of organisational strengthening

· securing commitment to the process of change

Analysis and Project Proposal

· Analysis of the organisation from a technical, organisational, management, legal and output perspective

· Consultation with stakeholders

· Identification of drivers for change

· Identify the opportunities, threats and leaders in the change process

· Involvement of people within the organisation to maximise knowledge, potential, ownership, participation and commitment

· Identify problems and solutions

· Formulate costed proposals for organisational strengthening

· Draft a business case for presentation to Ministers, Heads of Organisations and Stakeholders

· Propose a project shape, costs, resources needed and timescale.

· If the political will, support, resources and necessary drivers for change are not evident or it is decided not to proceed then the project can stop at this stage.

Implementation: Building and Strengthening the Organisation

If the decision is made to proceed then the organisational and technical building blocks will form the basis for the project and sub projects. It is often decided to use an organisation from outside the Customs and Revenue administration to help manage the project, making best use of technicians and facilitators with organisational strengthening skills to complement internal strategic and operational management.

The project needs to have an accountability mechanism such as Steering Committee with the opportunity for the drivers of change to exert influence and maintain momentum. The needs and outputs of the project are likely to change as its impact takes effect so ongoing evaluation and assessment are essential in order to ensure proper direction and effectiveness.

Responsibility for the project, the pace, resources and outputs rests with the Head of the Customs and Revenue administration or the nominated beneficiary manager. Outside organisations and facilitators will only be used to add expertise and efficiency.

Evaluation

This Framework is a process approach to organisational strengthening and as such requires constant evaluation, assessment and re-evaluation. The original project plan and logical framework will give direction and performance indicators. But while the goal of the project and sub-projects will stay the same the activities may well change depending on circumstances. As the project takes effect then the need for the project itself will change. The project will be well managed and flexible to meet changing needs.

This paper is put forward for appraisal and discussion but above all as a catalyst for capacity building action. 


Appendix A. Quality Assurance Framework to be used to evaluate impact of change . 
Goal


Objectively Verifiable Indicators



Customs (Revenue) administration contribute to:

· macro-economic growth and stability, 

· poverty alleviation,

· trade security and facilitation and 

· the protection of society


· Organisational efficiency indicators such as cost to revenue, performance measurement systems, stakeholder feedback, compliance and non-compliance indicators.

· Revenue contribution to the economy at a level commensurate with the anticipated revenue due from accurate international and domestic trade statistics and workforce demography 

· Percentage of increase in revenue used for poverty alleviation

· Freight Intelligence, level of non-compliance, trade flow data

· Prohibition and restriction seizures Vs cost





Purpose


Objectively Verifiable Indicators



To develop the organisation, structure, systems, procedures, culture and people through:

· Institutional Development

· Capacity Building

· Building and sustaining drivers for continuous change and efficiency

· Managing the change process and measuring performance
· Business strategy linked to Government policies

· Structure designed to deliver outputs with optimum resources

· Planning and performance measurement system monitoring business performance

· People are able to manage at all levels and produce the outputs to the required standard

· A culture of service orientation, team work, innovation, speed of delivery and integrity

· Stakeholders working in partnership

· Requirements from all parties considered/acted on

· Continuous, transparent updating to procedures meeting customer satisfaction.

· Leadership, communication, participation, ownership.  





Outputs


Objectively Verifiable Indicators



· Achievement of Government policies and goals allocated to the Customs and Revenue administration

· A firm, transparent legal base for activities and decisions

· Optimum revenue

· Law enforcement and protection of society within the mandate of the Customs or Revenue administration

· International trade supply chain security and facilitation

· Efficient and effective Customs and Revenue administration with credibility and integrity

· Efficient trade information and management information through which to manage the Customs and Revenue administration.


· Strategic plan describes goals and objectives for the Customs and Revenue administration. 

· Strategic plan auditable back to Government policies

· Organisational performance measurement system shows level of achievement of objectives from the strategic plan

· Transparency, compliance, enforcement, appeals and complaints

· Potential revenue and revenue gap identified

· Revenue collection data shows achievement of optimum level

· Credible information on suspected level of non-compliance

· Organisational performance measurement system shows number of fraud/smuggling offences detected and dealt with satisfactorily

· Strategic risk analysis carried out on international trade supply chain security and facilitation

· Risk management and countermeasures in place on international trade supply chain security and facilitation

· Cargo clearance times, intelligence and feedback from traders

· Organisational performance measurement system shows efficiencies

· Stakeholder/user group feedback together with effective complaints/complements system.

· Organisational performance published

· Organisational performance measurement system providing credible data when asked for and on a regular basis against strategic plan and targets.

· International trade information feeding the Strategy and Change Unit.





Activities


Objectively Verifiable Indicators



· Structural modelling and micro-modelling including description of processes and procedures to ensure efficiency and effectiveness as well as harmonisation, standardisation and conformance to international guidelines and including international co-operation.

· Review and modernisation of the legal framework.

· Stakeholder partnerships, internal and external environmental scanning and continuous improvement

· Planning and performance measurement.

· Structural, procedural and output interface between political (ministerial) level, policy level and operations.

· Strategic automation (operational and office automation strategy with infrastructural and support considerations) and trade interface.

· Strategic commonality between Customs, Indirect Tax and Direct Tax ie. audit, compliance, service centres, automation links, risk, intelligence, investigation.

· Human resource management and development. Strategic management and leadership, operational management, technical training, training systems management that interfaces with operational management., education, recruitment, retention, reward and accreditation.

· Change management, participation, ownership, commitment and sustainability.

· Standards at all levels.

· Infrastructure, estates, communications, transport, etc.


· Organisation, management and operational structure meets the requirement of the vision, strategic plan and internal and external environment.

· Structure, management, processes and procedures conform to Kyoto Convention standards.

· Strategy and Change Unit established within the structure.

· Well written laws and regulations reflect government policies and strategic business requirement.

· Transparent and accountable appeals procedure.

· Acceptable level of enforcement.

· Easy to comply with the law.

· Limited degree of legal ambiguity and discretion.

· Regular stakeholder consultation established and their contribution acted on.

· Internal and external environment scanned and findings reported to strategic management. Strategy reflects findings.

· Organisation adapts to changing requirements without de-stabilising and in a way that maintains organisational integrity.

· Planning and performance measurement systems in place for the organisation and the people.

· Clear link between operational effectiveness/outputs, policy management/case work and government/ministerial requirements.

· Long term vision for operational and office automation strategy identified recognising global IS developments.

· Automation strategy adopted.

· Customs/tax automation interface with trade identified and, where possible, achieved.

· Strategic commonality between Customs, Indirect Tax (and Direct Tax) identified and reflected in structure or in strategic plan for future inclusion in the structure.

· HR management structure in place including training and development systems.

· HR strategy in place.

· Effective strategic management and leadership

· Effective operational management,

· Technical training delivery system in place and delivering training

· Training systems managed effectively.

· Operational management participating in HRD system, feeding in their requirement and evaluating training and development in terms of operational improvement

· HR system and policies linking with national education system. Effective recruitment

· Acceptable levels of retention

· Pay, reward and working conditions at an appropriate and acceptable level

· Technical, operational management and strategic management accreditation in place eg. Degrees, certificates and certified competency assessments.

· Standards of performance and conduct set and managed at a strategic, management, operational and personal level.

· Infrastructure, estates, communications, transport, etc. meet the business requirement and are managed effectively.
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