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introduction

Jamaica Customs after much preparation put the principles of the WTO Agreement on Customs Valuation into practice.  In our preparations we received technical assistance from the WTO, WCO and other developed countries that have advanced experiences with the valuation code.  Jamaica, like many other developing countries, had concerns and anxious moments regarding the implementation of the Agreement on Customs Valuation.  Some of these issues were addressed at different intervals as direct and indirect results of the assistance received as well as from the initiatives taken by the persons responsible for the implementation of the Agreement.

implementation issues

The initial concerns that Jamaica Customs had were similar to those voiced by a number of developing nations.  In fact Jamaica was part of a team that submitted a non paper on implementation issues and to date some of these issues remain a concern. The group identified inter alia, issues such as:

The limited provision of technical assistance for the following:

· Training of operative level personnel;

· Modernization of methods of customs clearance;

· Building and or commission of computer systems to provide effective price references and management of valuation risk;

· Improving management techniques.

The inadequacy of the transitional period

The need for clarifications and possible modifications to the rules of the Agreement regarding:

· Buying Commission,

· Special Discounts given to agents and distributors,

· The development or commission of computer systems that can provide price references and valuation risk management tools,

· Transfer Pricing.

technical assistance from the wto

The WTO Mission to Jamaica in 1999, after observing and assessing our preparation activities up to that point in time, made the following recommendations:

1. A designated properly structured project management team whose first order of business was to develop a detail plan of action for each main area of work along with milestones for accomplishment.

2. The publication of administrative policy and procedure and instructions to officers and clients.  The Decisions of the WTO Valuation Committee and other WCO technical instruments should be used in this process.

3. A full review and update of the penalty provision of the law that relates to valuation infractions.

4. A full review of headquarters’ functions for valuation. 

5. Automation of procedures and systematic training in computer technology.

6. Training and Public Education.

These recommendations were necessary and relevant for Jamaica Customs Position.  However, the resources needed to implement them fully were unavailable.  

The Implementation Project Team negotiated on a regular basis some of the implementation challenges.  Factors such lack of financing and the absence of management support and coordination were real experiences that they had to cope with.  Hence the inherent difficulties and the multiplier effect were common experiences for the Jamaica Customs Implementation Project. 

Training and public education

Jamaica Customs received technical assistance in the form of training (in the valuation code) from the WCO, APEC, UK Customs and the Common Wealth Secretariat.  The sessions were geared towards three target groups:

· Senior management,

· Trainers, and

· Auditors.

The “Train-the-Trainer” programme delivered by APEC was very instrumental in the effectiveness of our own programmes for training operative level staff.  With the trainers and participants manuals made available by the APEC Training Programme we were able to successfully prepare for the implementation, in that, Jamaica Customs managed to train:

In excess of three hundred (300) operative staff;

One hundred and thirty (130) customs brokers;

The department also held a number of forums both public and private, with different interest groups to disseminate information on the principles of the Agreement on Customs Valuation.  

The utility of the information has improved the valuation compliance level tremendously, afforded a smooth transition at implementation and current feedback suggests that our clientele has increased confidence in our effectiveness.

national policy and administrative procedure

The need for an Administrative Policy duly developed, published and maintained was initially lost to the relevant persons.  However, since implementation, its purpose became very obvious.  Currently, a two-member team is developing such a document.  The real issue however, is that a policy of this nature requires a proper mix of legal and operation personnel.  Also some technical assistance is necessary to offer guidance and best practices in drafting the policy. 

The Project has developed a set of procedures that are set out in a manual for customs internal use only.  This serves as good reference material for Customs and Valuation Officers.  In this case, assistance was received from the UK Customs and the Valuation Control Handbook published by the WCO was also used as reference material.

valuation control

Since we implemented the Agreement on customs valuation, we have experienced the difficulties that we had anticipated in exercising valuation control.  As the WCO advised or suggested, the Valuation Division of Jamaica Customs used a two-method system of value verification - pre and post clearance verification.  

The risk posed by the informal trade in a system of post clearance verification is very real.  The fact that customs revenue accounts for 24% of total government revenue and the reality that more than 30% of all importation is done through the informal business sector indicates that the risk cannot be ignored.  We have not been able to access technical assistance in addressing this issue and it is our opinion that instances like these would merit some cooperation between customs administrations. 

The removal of minimum values and reference prices has placed the real burden of proof on the customs administration and not the importer.  In the absence of intelligence or prior knowledge of the transaction, what can you say to an importer who presents an invoice for an item at a price deemed to be unrealistic?  With the exception of the price, there is no real evidence that something is amiss.  The goods are usually paid for with cash and there is no paper trail to facilitate post audit. What additional information can you request of the importer?  Realistically, how is the burden shifted in a case as this?  

This is an example of our daily experience regarding valuation and so far our response has been to reject the value and give the importer the opportunity to prove the validity of his declared price. We cannot claim success because the importers in most cases agree with valuation.  They agree because they cannot be bothered to provide the proof that we require.

challenges of the valuation code

There are certain aspects of the valuation code that present a tremendous challenge for the customs administration. The provisions of the Agreement relating to related party transactions, in particular, transfer pricing, royalties and licence fees as well as special discounts given to sole agents and distributors are challenging to interpret and administer. 

Our experience is that a number of companies have rewritten their contracts and agreements with suppliers to state categorically that the payment of royalties or licence fees etc are “not made as a condition of the sale”.  We also have to deal with multinationals that have very technical and complex transfer pricing policies. We are still in the process of analyzing them to get the full understanding.  However, it is proving to be very difficult and so in some instances we sought expert opinions from persons at the WCO and other Customs Administration. However, the assistance needed has not yet been offered, partly because these persons do not know the answer themselves.

We at Jamaica Customs still require some clarification of certain part of the valuation code and would welcome some modification that would address the challenges posed by the obvious loopholes. 

risk management

The Jamaica Customs Department has embarked on the development of a computerized system of risk management.  This was one of the recommendations that came out the WTO Mission in 1999.  The system is being designed by Crown Agents modeled off TIMS.  The projected implementation date is March 2003 and it will provide:

· a price referencing module, 

· an intelligence module, and 

· a risk management module.  

However, with such a system in place, it will become necessary to have some consultancy or technical assistance in using it.   Crown Agents will deliver training and the plan is for some consultants to be attached to the Customs Department for a period of time after implementation.
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