Presentation By the European Commission – WTO Trade Facilitation Workshop, Geneva 10-11 May 2001
Introduction 

3 broad points :

1. Factual overview of European Commission technical assistance in trade facilitation. 

2. Some observations about the lessons learned in carrying out these programmes.

3. Third, how technical assistance and capacity building relates to current WTO exercise based on Singapore ministerial mandate. 

Commission presentation will be complemented by presentation from one Member State. 

Two general observations

· technical assistance and capacity building in the field of trade facilitation is one to which we attach priority, one to which we have devoted considerable resources, and one which we think is key in any development policy or strategy, because increasing trade is key. 

· Fully support the idea of this workshop which could constitute first step to more transparency and coherence between agencies and WTO members on technical assistance in this field. 

1. Factual Overview

Some facts and figures on costs and types of programmes :

· The Community’s total budget for aid of all sorts is currently Euro 7 billion a year. This is about 8% of total EU budget of 96 billion euro, and compares with eg the Member States (total 23 bn per year), and US and Japan (each about 9.5 bn per year). Of this, at least 700 million euro is allocated to trade. Very conservative estimate as it does not include work relating to areas like port and transport infrastructure, telecommunications and IT development, agricultural development, mining and other industrial projects or other major policy areas which are closely related to trade or which improve the trade infrastructure, and which would roughly triple the figure. Nor do our figures include any private sector financing such as loans and investments by the European Investment Bank. Projects under PHARE for accession countries also do not easily indicate trade aspects. So the overall figure is considerably bigger. Further details at : 

       http//www.europa.eu.int/comm/europaid/evaluation/odi . 

· Breakdown of trade related capacity building is broadly speaking as follows :

a) about 80 different projects, half of them country specific, half of them regional

b) 80% of trade programmes part of wider development programmes – only 20% exclusively centred on trade.

c) main components of programmes are : regional economic and trade integration about 34% ; customs issues about 13% ; and standards and regulatory issues about 17%. 

d) 4% only cofinanced with other donors, and only 6% carried out jointly with other donors. 

(see attached charts)

· It is not possible to give exact figures for trade facilitation projects in the way it is understood by WTO because programmes are conceived in an integrated way and cannot always be split up into eg programmes to simplify documentation procedures, or to automate border crossing procedures. These individual issues usually sub-contracts of much wider programmes of trade enhancement or regional trade integration. They in turn are part of even bigger programmes of economic reform, infrastructure improvement and enhanced governance. 

· However, programmes with a customs component cover in particular modernisation of customs administrations, training of officials in modern customs techniques such as risk assessment, audit procedures, introduction of programmes for customs integrity, setting up of facilitation links with chambers of commerce, freight forwarders etc, simplification of customs and trade documentation and introduction of common forms or electronic messages, and - especially in eastern Europe and the CIS countries – efforts to improve border crossing infrastructure. 

· In geographical terms a large proportion (about a third of the value of all programmes ) are aimed at ACP countries, and are regional rather than national. Another large proportion of programmes are designed to help candidate countries to the EU and other neighbours with whom comprehensive cooperation agreements are in place. Overall, the proportion – although not the amount in real terms - of trade related technical assistance to Asia has declined and the proportion to the central and eastern European countries and the countries of the former Soviet Union increased, reflecting of course political realities over the last ten years or so.

On management and organisation of programmes, new approach adopted under the present Commission just been launched this year. Main elements are as follows :

· A much higher proportion of our aid and assistance programmes will be managed directly, rather than through funds being allocated to programmes delivered by other international agencies. This is to enable better targeted programmes that are worked out directly between the Commission and recipient countries, and in some cases to save administrative costs. The programming cycle just begun envisages about 65% of total programmes being managed directly. The programmes that are not managed directly tend to be humanitarian relief and food aid programmes operated on our behalf by NGOs or agencies in the field.

· The Commission has completely reorganised its administration for technical assistance purposes. First, the external relations group of directorates :namely  trade, external relations, enlargement, development, and the EC humanitarian office set overall assistance policy and programming priorities in their areas of competence and according to their budgets. Second, the newly established Office of Cooperation and Aid (EuropAid) has overall management of programmes.  Third, EC delegations in the field have been given much more responsibility for implementation and day to day management ie a more decentralised approach. 

· One thing has not changed : programmes are demand driven ie decided on the request of recipients and details negotiated and agreed with them. The key to ensuring that trade related capacity building gets a fair share of the total pie –is to ensure that trade ministries, customs, finance etc in recipient countries have a stronger priority in securing development projects. 

· Regarding trade related technical assistance DG Trade chairs a group of all relevant Directorates to ensure that trade related capacity building needs is inserted into the design of individual programmes. WTO-related programmes would include programmes aimed at helping implementation of existing agreements, programmes to assist accession candidates, and programmes aimed at building the means to participate better in future WTO negotiations – like trade facilitation for example.  

2. Lessons, Experience

Five main lessons from practical experience in programmes.

First, scope for better coordination and coherence of programmes with other donors. Still the exception rather than the rule. If we can have at least basic transparency between different national and multilateral donors and recipients this will reduce overlap, lead to better sequencing and synchronisation of programmes, and better synergies overall. 

Two, choice of  programme consultants. Private consultants are not, always, the best deliverers of capacity building assistance to government in the area of trade facilitation. Expertise lies often in government – customs people, trade people, finance ministry people, and so on – and should be used more systematically in project delivery. Government experts not only have the right expertise, they also provide continuity. One of the benefits for example of having customs officials train other customs officials is that they build continuous links between individuals and administrations that is needed for longer term maintenance of programmes and the overall trade relationship between those countries. 

Three : programme scope. To what extent can you successfully implement limited or self-standing programmes addressing specific issues, or to what extent can success only be where a more integrated or comprehensive approach taken ?  For example, what difference in success rate between a programme to train customs officials in risk management techniques, as opposed to a programme of government reform that covers revenue and tax reform, improvement of customs officials’ salaries and conditions, development of long term management and integrity plans for customs, reorganisation of border controls and infrastructure involving customs, other agencies, brokers and freightforwarders, training of customs in the whole range of modern techniques including risk assessment and pre-arrival processing….

Broader programmes that tackle an ensemble of related reform issues are obviously to be preferred. But costly, and does not mean that more specific areas are not useful or have no value. Not at all. Often carefully targeted programmes can address specific bottlenecks. Experts in the field of customs valuation note that one does not have to embark on a whole programme of customs reform to properly implement the Valuation AgreementIimplementation of basic GATT principles of transparency and non-discrimination in the field of border administration can be carried out without requiring across the board reform. But would be interesting to have comments on this and some study done of which specific areas more easily addressed through stand-alone programmes and which should be part of broader reform and modernisation package.

Four : absorption capacity. A major problem with programmes is that recipient countries –especially LLDCs - lack the staff to be trained, lack some of the basic infrastructure to implement programmes, staff once trained rapidly leave for the private sector, or no follow up of programmes to ensure their continued maintenance. 

Problem, in other words, is not unavailability of aid but more a limitation in absorption capacity. Solutions exist but not always easy. Solutions include getting the density, mix and timing of programmes right in relation to a country’s level of development and ensuring the right sequencing of parts of programmes. 

Five : ownership and commitment. Governments must be committed at a political level to reform. If they are not then the programmes may be taken for granted and are not integrated into reform plans, and so do not lead to long lasting improvements. Ownership best ensured where a government a) has a visible and high level commitment to reform and b) – where possible - contributes to part of the cost of programmes in terms of infrastructure or human resources. Not always possible but preferable. WTO commitments – that engage governments at a high level – constitute a form of commitment to reform. Ownership also means that a variety of players in the recipient country need to be involved in the planning and implementation of programmes, such as industry federations, consumer groups, NGOs, chambers of commerce, services sectors and so on : this increases both the quality and the acceptability of programmes. 

Six : the private sector. In trade facilitation there is a major opportunity for private sector participation in developing infrastructure, training etc since the private sector is both a beneficiary of measures and is directly at the interface with government. The potential scope of private sector investment flows into areas like  port construction and cargo management, transport infrastructure, freight etc completely dwarfs the amount of public aid available. This means that the private sector should be encouraged to work directly with governments and donors to support capacity building programmes, while at the broader economic level opening up to foreign investment in areas like cargo, port handling, information technology services and so on will have a major and beneficial impact on trade facilitation measures at the micro level.  

3. Concluding Observations

How does all this relate to the WTO exercise we are doing pursuant to the Singapore ministerial meeting. Discussion on technical assistance should prompt  a number of conclusions

- this is an area of trade where assistance to developing countries to build capacity is crucial. 

- as trade expands it will become even more necessary for governments to modernise and streamline their procedures if they want to operate in the global economy and not get sidelined by it. So there will be a continued and growing need for support in developing world.

- there is scope for improvement in both the quantity and quality of assistance in this field and I think this workshop helps give some indications as to how quality and coherence could be improved, and who are the best people and organisations to use. 

- if trade facilitation is to be taken up post-Doha then it should be matched in parallel with a very substantial and well thought out action plan for assistance to build capacity. WTO can provide a platform at least for transparency, but even for better coordination between the different interested agencies, donors and recipients. We see this workshop as the beginning of this process. 

- establishment of some basic TF provisions in WTO will create three major potential benefits in terms of improving technical assistance. First, it demonstrates the political commitment of governments tostreamlining procedures – part of the issue of ownership. Second, it will set some common, globally agreed standards and targets to which assistance programmes can be aimed in a coherent way. And third, it will give predictability to the private sector that the improvements put in place are here to stay - this will create an important motivation for the private sector to invest in capacity building as a partner to government. 
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