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Ladies and gentlemen, I am very pleased to be here and feel honoured to be invited to speak to such a distinguished audience about something which is very dear to my heart, Trade Facilitation.

The World Trade Organization has been very prominent in the media lately.  The WTO Members had an ambitious agenda, but if you analyze the interim decisions they took on 31 July 2004, those related to three areas: Agriculture, Industrial Goods and Trade Facilitation.  I will be speaking only about Trade Facilitation but if, at the end of my presentation, there is any time left and you would like me to comment on any other issues in the July package, I would be pleased to discuss them.

During my presentation today I would like to briefly touch upon the background of Trade Facilitation within the context of the WTO Work Programme, to explain what Trade Facilitation is, why it is becoming so important now, why the WTO should be involved in this issue, what the scope of the proposed Agreement on Trade Facilitation is, what the desired objectives are, and finally to make a few concluding remarks.

Trade Facilitation is nothing new for the WTO.  In fact, it is its raison d’etre.  If you look at  the current WTO rules, most  are basically meant to enhance the transparency and harmonization of international trade standards.  Some examples are the WTO Agreements on Technical Barriers to Trade, Import Licensing, and Customs Valuation,.  GATT Articles V, VIII and X, which we are going discuss today, were a part of GATT 1947 and are now incorporated in GATT 1994 as a part of the WTO Agreements.  Using this new Agreement on Trade Facilitation, the WTO Members are going to update these provisions.

The issue of updating these provisions first arose during the Singapore Ministerial Conference in 1996 when Ministers asked the WTO Council for Trade in Goods “to undertake exploratory and analytical work, drawing on the work of other relevant organizations, on the simplification of trade procedures in order to assess the scope for WTO rules in this area”.  Following these directions, the WTO Secretariat prepared a background note on the work which had already been carried out by more than 15 organizations dealing with simplification of trade procedures.  At the same time several WTO Members have presented their views on Trade Facilitation with a view to sharing their experiences.

At the 2001 Ministerial meeting in  Doha, the WTO Members moved a step forward when they agreed to review and, as appropriate, clarify and improve, relevant aspects of GATT Articles V,VIII and X.  They decided to launch negotiations if they could reach explicit consensus on the basis of agreed modalities at the 5th Ministerial meeting.

Although they could not reach consensus at the Cancun Ministerial meeting, Ministers asked that this process be continued in Geneva and recently, at the WTO General Council meeting in July 2004, consensus was reached on modalities for beginning negotiations toward  an Agreement on Trade Facilitation. 
In order to understand the significance of this decision, it may be useful to explain what is meant by Trade Facilitation.  Does it concern improving infrastructure facilities, the reduction of tariff and non-tariff barriers, the establishment of rules or a combination of all these?  Although trade facilitation concepts have been debated at length in the WTO since 1996 when this item was first placed on the WTO Agenda via a Ministerial Decision at Singapore, while finalizing the recent Framework Agreement, it became clear that different countries still had a different understanding of what Trade Facilitation implies.  Many poorer countries were opposing any agreement on Trade Facilitation because to them it meant spending huge sums on infrastructure development.

Although there is as yet no agreed single definition of Trade Facilitation, in the WTO documents it is defined as “the simplification and harmonization of international trade procedures.”  Trade procedures are identified as “activities, practices and formalities involved in collecting, presenting, communicating and processing data required for the movement of goods in international trade.”  Some refer to Trade Facilitation simply as “the plumbing” or “cutting red tape”.  It is also commonly accepted that any WTO rules on Trade Facilitation would not cover obligations relating to physical infrastructure, tariff barriers or non-tariff barriers.  In rare cases where implementation of any of the provisions would require infrastructure development and any developing country lacks the capacity to do so, implementation would not be required.

As for the significance of this decision, the advantages of Trade Facilitation are obvious to everyone.  However, it is difficult to quantify the impact of Trade Facilitation in dollar terms.  Various studies indicate that trade transaction costs vary from between 2 to 15% of the trade transaction value.  An UNCTAD study showed that, globally, Trade Facilitation could result in savings of up to $75 billion per year.  According to an APEC study, clearing up the red tape at country borders would generate approximately twice as much gain to GDP as tariff liberalization would.  Their estimate is that trade facilitation would add 0.25% of real GDP to APEC, or about $46 billion (in 1997 prices) by 2010, compared to economic gains from trade liberalization measures (tariff removal) amounting to 0.16% of real GDP, or about $30 billion.  Swedish Customs is considered amongst the very best in the world.  Despite this fact, a study by Swedish Customs showed that the cost of customs procedures for Swedish companies in 1999 amounted to SEK 2.5 billion.  These figures clearly establish how significant a role Trade Facilitation plays in international trade.

As for why Trade Facilitation is becoming increasingly important to the WTO, there are many reasons.  The most important being that reduction of trade barriers is the raison d’etre of the WTO.  Trade barriers include tariff levels as well as other barriers.  Since tariff levels have been declining through successive GATT/WTO rounds over the past 50 years and trade weighted tariffs on non-agricultural goods are today at a level of about 3.8% ad valorem in developed countries and no more than 15% in developing countries, it is natural that the WTO should now concentrate on other barriers.  With the availability of modern technology, working procedures have changed everywhere – from offices to shopping malls.  Customs procedures are no exception.  Moreover, trade volumes have increased many fold and almost all countries have accepted the benefits of international trade and are vigorously participating in the international economy.  Furthermore, the world is becoming smaller every day and all countries are becoming dependent on each other as suppliers and markets for goods.  Unless trade procedures are improved, it will become very difficult for developing countries to keep pace with the rest of the world.  More recently the security issue has become very important.  For example, U.S. Customs and Border Protection has implemented a regulation that requires the transmission of advance manifest information 24 hours before arrival in the U.S.  Without modernization of trade procedures, security concerns cannot be adequately addressed. Thus the WTO needs to update the GATT 1994 provisions (which were drafted in the 1940’s).  If immediate attention is not given to trade facilitation, it will result in the further marginalization of poorer countries – not to mention the costs related to lost business opportunities.

That having been said, what aspects of Trade Facilitation are going to be covered by the proposed Agreement, or in other words what will be the scope of the eventual Agreement on Trade Facilitation?   The scope is clearly given in the Modalities for Negotiations agreed at the WTO’s General Council meeting of 31 July 2004 (Annex D to WTO Doc. WR/GC/535).  These modalities require that “negotiations shall aim to clarify and improve relevant aspects of Articles V, VIII and X of GATT 1994 with a view to further expediting, release and clearance of goods, including goods in transit.”

Article V relates to facilitating transit traffic, and more significantly, to ensuring that such traffic is not subject to unnecessary delays or restrictions.  Article VIII seeks to limit the costs and complexity of the importation and exportation process by limiting fees and charges that may be exacted upon importation or exportation.  Article X requires WTO Members to promptly publish trade-related laws, regulations, judicial decisions and administrative rulings.  

Another major feature of the modalities is that the extent and timing of entering into commitments shall be related to the implementation capacities of developing countries.  Thus it will be an asymmetrical agreement and the obligations countries will take on will depend upon their ability to meet them.  There are specific provisions for commitments by developed countries for technical assistance and, if there is a need, for infrastructure development.  The modalities also provide for taking due account of the relevant work on Trade Facilitation already carried out  by other international organizations, thus avoiding the re-invention of the wheel by the WTO.

What should be desirable objectives of any agreement on Trade Facilitation?  Any agreement should try to meet the following minimum objectives:

· Harmonization of procedures.  Customs procedures have undergone substantial changes taking into account facilitation needs for legitimate trade while exercising stricter controls for security and protection of society.  Use of pre-arrival information and post clearance audit are now more common than checking at the time of import.  The revised Kyoto Convention which was developed over a number of years by the World Customs Organization (WCO) sets out international standards and could serve as a good basis for this purpose. 

· Adoption of international conventions and recommendations for the facilitation of trade.  Different international organizations have developed international conventions which have been widely accepted.  For example, for the classification of goods, the WCO’s Harmonized System is applied by almost 98% of world trade.  However, many countries do not apply the latest version which creates problems for traders.  Similarly there is a WCO Recommendation for a Single Goods Declaration.  For the transmission of data there is a need for the adoption of internationally developed standards and the development of an internationally agreed electronic document.  Perhaps the WCO Data Model can work as a good basis.

· Transparency.  The Agreement should seek to promote transparency by making it binding that all customs procedures, laws and regulations and documentary requirements are made available to all interested parties on a non-discriminatory basis.  There should be provisions for right of appeal and the possibility of obtaining advance binding rulings on tariff classification.

· Predictability.  Importers/exporters should be able to predict costs associated with their imports and exports.  There should be provisions for advance rulings.  

· Modernization.  The objective of the Agreement should be to encourage the use of state of the art international trade procedures.

In conclusion, I would like to stress that the WTO Framework Agreement on Trade Facilitation is a great opportunity to standardize and improve international trade processes.  If, by means of such an agreement, the WTO members are able to simplify, harmonize and automate customs procedures, it would result in greater gains for the world economy than those achieved through tariff liberalization.  Trade Facilitation will increase South/South trade and would enable those countries to significantly reduce corruption levels.  Since Customs processes are similar, major emphasis of any agreement should be on standardization and harmonization on the basis of existing international conventions and recommendations.  After successfully tackling high tariff levels, Trade Facilitation is a major challenge for the WTO and, if it can work out an enforceable, clear and ambitious agreement in good time, such an agreement would make the WTO more relevant for world trade and economy and would be one response to critics who are questioning its role in the post-tariffs era. 

I thank you for your attention and would be very pleased to answer any questions or listen to any comments which you may have on this subject.  If you have any ideas as to how the WTO members should proceed in drafting an agreement, please let me know as I intend to present a document for the next session of the Negotiating Group on Trade Facilitation. 
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