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Part I

Capacity Building in the Field of Customs Valuation

A. Introduction

The application of WTO Agreement on Customs Valuation assumes the existence a certain degree of capacity on the part of the public service sector responsible for its implementation.  It is often assumed that the Customs services of a country already possess the necessary capacity in this respect, usually because these services have a history or tradition of applying customs tariffs to imported goods. However, it is not a good policy to make assumptions about the capacity of a customs service ( or indeed any public service organisation) without taking a good look at the actual state of affairs on the ground. 

This is particularly appropriate when it comes to an assessment of whether any one individual administration has the necessary and sufficient capacity to implement the Customs Valuation Agreement.

B. Capacity Building

Before addressing the issue of capacity building, it is essential to establish and clarify the objectives. In other words, we have to decide on what are the necessary capacities which are required, and then we can go on to tackle the issue of what is to be done in order to deliver and develop capacity building.  

1.  Indicators of capacity required for customs valuation purposes

(The WTO Customs Valuation Agreement and implications for determination of capacity)

· Fair, uniform and neutral system for the valuation of goods for customs purposes

· Criteria consistent with commercial practices

·  Objectives of GATT 1994

· Generally accepted accounting principles

· General commercial laws, concepts, practices and methods ( e.g., sales contracts, commercial documentation, methods of payment, banking procedures)  

· Specific commercial arrangements such as obligations relating to royalty and licence fees, downstream payments, commissions, related party transactions. 

2. Implications for capacity requirements 

Taking  into account the general and specific provisions in the Agreement, as referred to above, it is possible to begin to draw up a list of capacity requirements with respect to application of the Valuation Agreement. These can be divided into two major categories, and each of these categories can be divided further into essential and recommended capacity requirements. These are indicated below.

III. Identification of Capacity Requirements 

(a) Core Capacity Needs - the essential Valuation Capacity Requirements

* Comprehensive valuation-specific legal framework, including powers of customs, 

* Full knowledge of the Valuation Agreement, 

* Full knowledge of the instruments of the WTO Valuation Committee and the WCO Technical Committee on Customs Valuation,

* Total familiarity with current business practices, procedures and documentation,

* Total familiarity with relevant trading public ( practices, procedures).

* administrative guidelines, instructions.  

(b) Highly recommended Valuation Capacity Requirements 

* Specialist valuation units,



* Formal and well maintained valuation rulings system,

* Knowledge of related party transactions, 

* Knowledge of Generally accepted accounting principles,

*Knowledge of specific forms of commercial arrangements ( e.g., royalties and licence fees, agents and commissions). 

(c) Core Capacity Needs - the essential Customs Infrastructure Capacity       Requirements

* relevant legal regulatory system – stable, comprehensive and modern legal framework which ensures that customs legislation is directly applicable and can be implemented, 

*  associated procedures, setting out the obligations of importers (for example, requirements to make an accurate and complete customs declaration or customs value declaration, requirements to produce relevant and essential documents),


*services responsible for post import auditing, with related  standards and   procedures,

 * training programmes for officials involved in valuation work,

 
* guarantee or customs bond system.  

(d) Highly recommended Customs Infrastructure Capacity Requirements 

* knowledge and capacity to conduct risk management ( risk analysis),

   
* procedures to inform, educate and consult with trading public,

* Exploit information technology (e.g., import declarations, record keeping, risk analysis)  

* stability and predictability in meeting and maintaining human resource skills and capacity.






PART II

Case study in capacity building 

In the context of preparing the customs services of a number of countries which were preparing for accession to the European Union, a special project was launched in 1998. The work on this project, which is now reaching its conclusions, addressed the total range of challenges which  face customs administrations in meeting standards required in today’s environment.

It is illuminating to look over the objectives and processes which this project entailed, because while it  illustrates what capacity building can imply in the wider sense, it  is also useful in suggesting the approaches to be followed so that specific and critical aspects of the mission of customs – as is the case of customs valuation – can be ensured.

First of all, the basic objectives – the macro capacity building requirements -  were identified  as follows:


A. The political commitment to enable customs to fulfil their tasks


B. Creation of  the necessary legal framework


C. Creation of the operational capacity of customs

Secondly, it was considered necessary to define detailed operational guidelines for each of the business model key areas. These guidelines, known as “Blueprints”, were produced at specially convened workshops which reunited customs experts from existing EC customs services and customs experts from the partner countries.  

Purpose of the Blueprints

 These Blueprints were regarded as a key instrument to support the institutional building of the customs administrations and the development of a customer/trade oriented environment.  It was also intended to maximise relations between the customs administrations and the economic operators.
Their purpose was  to guide the improvement of operational capacity in the customs services of the countries in question by setting measurable standards of achievement in each customs function.

The Blueprints are/were intended to be used by the countries themselves, but also by the EC Member States assisting their development. They were also to be used as ‘benchmarks’ against which to measure shortfalls in administrative capacity, and subsequent improvements.  In this way, the Blueprints set common standards across the countries in question, helping to assist in the coordination and targeting of EU assistance.

At the same time, however, it was considered important that the Blueprints both took account of the different histories, cultures, structures, systems and working methods in each of the individual countries, but were also capable of universal application. For this reason, the Blueprints:

* were written as ‘high level statements’ rather than precise conditions,

*describe the guiding principles and key features of each customs function,

* allow for flexibility on all sides while ensuring compliance with the applicable laws.

 Overall, it was recognised at an early stage that the goals could not be achieved by short term or un-coordinated efforts. A longer term view – on the basis of a 3 to 5 year time horizon – was considered as necessary and realistic. Within this overall perspective, both individual and serial technical assistance activities could be planned, coordinated and the results monitored.





PART III

Customs Valuation Technical Assistance and Capacity Building

This 'Blueprint' approach can also be used in specific fields such as in customs valuation.  In practice, it will often be appropriate to apply two Blueprints:

· a specific blueprint dedicated to identify needs and develop capacity in the specific field of customs valuation,

· a dual purpose  blueprint that adopts an integrated approach to both customs valuation and the overall capacity needs of the customs administration within which the customs valuation function is performed.  

Some further work has to be done with regard to establishing and refining appropriate blueprints to assist in the preparation and delivery of capacity building efforts in the field of customs valuation. As a first step in this process, the European Commission has drawn up an outline ‘blueprint’ for customs valuation, which is partly based on an existing model prepared by the WCO. This “model trade-related technical assistance project for customs valuation” provides an essential building block, which  can be developed in more detail to take account of the specific needs and conditions in individual cases.  

A case by case approach, developed in conjunction with the partner customs administration, should be used in order to establish a precise blueprint for the individual   administration concerned.  We recognise that there are valuable lessons to be learnt from the technical assistance activities which have been carried out by a large number of donors and providers and in recent times. We also recognise that the most valuable input to this process can come – has to come – from the countries and administrations which are the joint partners in seeking to build capacity through technical assistance in order to comply with, and draw the full benefits of participation in, the multilateral trading system. We would like to encourage a cooperative, participative and ongoing dialogue, as well as an exchange of information and experiences in this respect. 

Some Conclusions

1. Capacity building involves the establishment, renewal or strengthening of the administration’s capability to effectively perform the mission entrusted to it. This implies working on the capacity at both the individual and the institutional level.  The case of each customs service ( or sub-service) will be different and require a tailored response. 

2. Working with individual administrations allows the establishment of well focussed  technical assistance, using the principles of demand driven actions coupled with the concept of individual responsibility and ownership, as already recognised by the WTO Customs Valuation Committee.

3. Technical assistance can take place without any guarantee of an increase in the relevant capacity capabilities of the receiving administration. On the other hand, actual capacity building, especially in the field of customs valuation, requires a substantial input of technical assistance, which should in turn be designed and programmed in a way that delivers real capacity building. In this way, both partners can create a virtuous circle of mutually re-inforcing actions.  

