Best Practices of Implementation of a Trade Facilitation Measure
Deadline for submission: October 1, 2011 (to allow time for translation)

Where to submit:  TFTA@wto.org 

Reason for Case Studies:

Some Members have requested information on the cost of implementing the trade facilitation measures that are currently being negotiated.  To meet this request the WTO Secretariat plans to hold a symposium during the negotiation week that is scheduled for early November.  

We are requesting Members to provide a case study on their overall customs or trade facilitation reform or on a specific measure or measures (such as implementation of a risk management system, post clearance audit, internet publication, etc.) that would include information on their implementation process and costs.  Or for countries that have applied  trade facilitation measures for some time, a report or case study on the best practices.  All case studies/reports will be distributed at this symposium.  The best case study from each region will be selected for an oral presentation.  

Objective:

The main objective of the symposium is to help negotiators to gain a better understanding of the costs, benefits, implementation issues and best practices of implementing the trade facilitation measures that are currently being negotiated.  Your case study should focus on these WTO trade facilitation measures.  You can find the latest version of the negotiation text at www.wto.org.  Search for document TN/TF/W/165/Rev.10

Outline:

Below is an outline that can be used to draft a case study/report on best practices in applying a specific measure or measures.  This is just a suggestion - please feel free to provide a report in any form or with any information that you feel would be useful.

If you plan to participate please send an email to the address above and inform us of your topic.  Thank you very much for participating!

WTO Trade Facilitation Team

Trade Facilitation Best Practices in Use of  EXPEDITED SHIPMENTS
 United States 

(insert official seal)

Prepared by: your name, job title, date 
	Best Practices in of Application of Expedited Shipments by United States
I. General Overview:

1. How long has this measure been place?  

The regulations of U.S. Customs and Border Protection (“CBP”) (formerly U.S. Customs Service) for express shipments have been in place since  June 8, 1989.  It is known as  Express Consignment, and remains a current CBP work program. (19 CFR Part 128)  Prior to this rulemaking, U.S. customs authorities had worked with the expedited shipment industry to create limited informal entry procedures within normal operating procedures.  The U.S. decision to update previous express shipment rules followed recommendations by the Customs Cooperation Council (predecessor to the World Customs Organization) for international guidelines and definitions on “Express Consignment Operators.”  The new U.S. regulations provided for simplified and expedited clearance procedures along the lines of this recommendation; they recognized the overwhelming growth of the industry and their needs, and the need for uniform, fair, and consistent treatment of these services and couriers, while protecting the Government’s goal of collecting revenue.  
2. What are the benefits of applying this measure? (for both governments and traders)

Rapid processing and clearance of cargo is more important for trade every year.  In the 1980’s accommodating this channel of distribution and transportation became a government necessity based on business growth and the needs of importers and exporters worldwide. 

· In the two years before the adoption of the 1989 regulations, the expedited shipments companies experienced a growth of 400%, while CBP processing and staffing remained static.  The growth of business and income is a priority of every Member and the global economy, and is not something to be hampered by government.   As is further discussed below, the economics of the industry and the users of this channel (importers and exporters) caused CBP to analyze the costs and the resource needs to keep goods moving effectively and efficiently, while enforcing the laws and regulations governing importations and collecting revenue.   The trend in international trade for time sensitive clearance of cargo and processing of entry documents was explicitly recognized by U.S. customs authorities in 1989 with CBP’s Express Consignment program.    

· For their part, business users of expedited shipments use this channel of distribution to meet document filing deadlines, to quickly import parts in order to keep machinery operational, and to keep production continuing when parts are sourced from many countries.  Gears and mechanics need to be shipped and installed before factories lose production time and revenue. With this program in place, businesses can be sure that documents reach their destinations on time to close real estate transactions, and meet contract deadlines.  When one company is only a component piece in a production line, they need overnight access to goods in production.  Retail companies will receive orders for their customers in order to fill those needs, while not incurring storage expenses, and building and repairman can repair damage and keep essential water and heat supplied with the rapid delivery of pipes, valves, fittings, and other parts.

· When it comes to medical advances and needs, the general population is the beneficiary of expedited shipments.  In order to serve emergency needs, biomechanics need to be shipped directly from manufacturers to reach patients rapidly for immediate surgery.  There is no inventory that must be kept at hospitals to meet these needs.  
· Another example is the public’s access to radioactive diagnostics and medicine.  These goods have an effective life of only a very limited number of hours.  One shipment of these tools and lifesaving medicines can be imported into the US overnight and within hours are further distributed into the medical community to diagnose or treat hundreds of patients a day.  
3. How does the use of this measure impact the revenue?

The US program is based on a reimbursable service model in the United States, i.e. businesses that use the express consignment program bear the additional costs of services provided beyond those generally available to traders.  This approach has allowed CBP to provide the most effective services necessary to accommodate expedited clearance at the volume that was coming through this channel, and has been an integral to its success, with minimal revenue impact.

Before the United States implemented separate regulations on expedited shipments, the major expedited providers had such high volumes of entries that they could have qualified in themselves for designation as individual “ports of entry” as they exceeded 2500 entries annually.  In that case, customs inspectional services would have been required to be provided at all times at no additional costs to the expedited shippers, because customs services are only reimbursed by private companies when services are provided outside official ports of entry or normal business operating hours, i.e. where they received services beyond the scope of those enjoyed by the general public.   In order to be sure that the high-volume expedited shippers paid their fair share, the CBP Express Consignment program amended its regulations for port of entry workloads.  To make the regime both fair and consistent it provided that no more than half of the minimum 2500 entries to be filed at one port of entry can be attributed to one entity.  The entity that is responsible for 50 percent or more must compensate the government for the services it provides.     
With the regulations in place, the impact on the revenue is minor, and the benefits well work to offset the minor impact.   

4. What are key provisions that should be included in laws or regulations?

The key provisions in the U.S. regulations were set into two sections:  administrative and procedural.  
· The administrative section provides the rules for firms to be expedited shippers in the United States.  It includes provisions to promote fairness, and consistency such as definitions and the qualifications to apply for expedited shipper status.  The administrative provisions also include details on the requirements to participate as an expedited  shipper, how to apply, how to appeal a decision on expedited shipper status, conditions for losing status as an express consignment operator, and fees related to maintaining status as an express shipper.  
· The procedural section covers the specific rules for the shipments in the express consignment program.  It includes the manifesting and entry requirements for goods.  (In the United States, we do not have a restriction on the type of goods that may be transported through the express consignment channel, such as a value or weight limitation.) The procedural section also details the reporting of de minimis goods, and those that qualify for informal handling and formal entry requirements.
Please note, a copy of the U.S. regulations for Express Consignment (19 CFR Part 128) have been provided for your convenience.

5. What are the administrative and staffing requirements (how many people and what skills are needed)?

The staffing requirements depend on the number of expedited shipment providers, and number of locations in which the customs service will work on-side with the shipment provider.  Customs officers’ skills and training should be that for any customs officer. In some cases, a focus on specific aspect of the express consignment system (e.g. different information technology systems) may apply.  The U.S. Express Consignment program started with only a few locations.  Twenty years later, there are 25 locations where express consignment packages are examined and released, and 190 CBP officers nationwide  staffing these facilities. 

6. What type of training is provided to teach the use of this measure?  Who is trained (what level of government officials, private sector, etc.)?
As at other locations, customs officers will provide inspectional services, targeting, and release.  For expedited shipments, mostly awareness and familiarity with the regime are needed.  One customs officer may need to be a national coordinator, such as a program manager, in order to ensure uniformity and treatment across the territory of the Member.  Local customs officers will need to assess work load and needed resources and coordinate with expedited shippers.  Additionally, customs officers may need training with any particular information technology systems that are used in processing goods moving through the expedited shipment channel.   

7. What type of equipment, structures, software, etc. is needed?
If processing is to take place on the premises of an expedited shipment provider, customs officers need adequate space and equipment at that location to do their processing.  CBP officers in the United States are provided with office space, furniture, and computers with access to CBP information technology systems and tools.  The facility is equipped with a secured and locked room so that unentered merchandise, whether held by CBP for inspection or simply not yet released, can be secured and remain in the custody of CBP until it is ready to inspect and/or process.  In addition, regular customs processing tools are necessary such as x-ray machines and radiation detectors. 
8. Lessons learned: what were the biggest problems/issues you have faced in applying this measure and how were they overcome? 

As in any area of customs’ work, change is always necessary to meet the needs of international trade.  
Continued training of CBP officers is necessary for succession planning and public outreach.  CBP also meets regularly with expedited shipment industry representatives to identify and address evolving concerns and challenges.  Perseverance, communication, and flexibility are needed to allow the program or regime to continue to grow.  

As business needs changed, and agency priorities changed, these key procedures allowed informed evolution.  One such example is the partnership that has grown between the industry and CBP, as CBP’s focus changed from traditional revenue collection and narcotics interdiction to counter-terrorism after September 2001.   Since 2001, CBP has focused on gathering information about shipments to the United States prior to arrival, collecting more precise information about the parties involved in transactions and the supply chain though which a shipment will move.  Additionally, the way CBP has been able to use the information has changed.    In 1989, CBP targeted shipments for further customs controls by targeting a certain data element such as tariff number or place of loading, and had little time to make these decisions, from minutes to a few hours.   CBP now receives manifest information on air shipments four hours prior to loading (less if in North and Central America), which allows for a much more advanced targeting system, the Automated Targeting System (“ATS”).  ATS takes the incoming data and runs various algorithms that assign different weights and values to a multitude of data elements, and scores a shipment, CBP then uses those scores to more precisely and effectively target shipments for national and local interests and priorities.  Furthermore, the industry and agency partnership has allowed the implementation of greater and more effective use of non-intrusive technology that CBP employs as part of its inspections, such as x-ray equipment, and radiation detectors, while not slowing the rapid movement or volume of legitimate cargo.  Some other changes over time that affected the program include the increase in entry thresholds, and the de minimis amount, which were necessary to more effectively utilize resources and workloads, while still maintaining sufficient controls, revenue collection, and helping facilitate the growing load of international cargo.  
9.  What were the factors crucial to success/best practices? (What can you recommend to other     countries that might undertake implementation of this measure?)
Two of the greatest factors for success are also some of the greatest challenges: namely, the need to create public awareness and to communicate and partner with the industry.  The relationship between the expedited shipment providers and the customs administration is crucial.  The customs administration needs to be transparent in its requirements for shippers and the processing of shippers’ applications.  At the same time, the expedited shipment providers need to be transparent in their business practices.  As needs, concerns, and challenges change and evolve, the parties need to be able to communicate and work together to meet those changes. 

Two other crucial factors in making an expedited shipment regime functional and practical are: (1) having a de minimis value; (2) not restricting the types of goods that may be carried through this channel by setting arbitrary weight or value limitations.  Setting a de minimis value at which all goods valued at less than that amount are entered free of duty and formalities is crucial to meeting the practical realities of this transportation and distribution method. The cost, in the small amount of revenue implicated and not collected, is offset by the savings in human and information technology resources that are saved.  Running thousands of de minimis value airway bills through technology systems and officer review is ineffective, wastes resources, and dilutes the success of the outcome.  Furthermore, shipments that are subject to full customs declarations, entitles that shipment to the same procedural rights as a larger, more valuable shipment.  The exercise of procedural rights takes time and resources, thus money.  Again, this is not cost-effective or efficient.  At the same time, the rapid release of these goods is an enormous benefit to all traders; to the expedited shipment operators in time and resources, and not least to the importers that are the recipients of the goods.   

As for limiting the types of goods based on a specific weight or value limit, such limits are not an effective tool to address safety concerns or enforce customs rules.  If there are concerns about the burden of sending goods over a particular weight, the airline industry can be relied on to promulgate safety-based rules setting out the weight limitations for goods transported by air.  These concerns need not be addressed by a customs administration.   As for a value limit, some valuable pieces of merchandise can be the most crucial to move and deliver rapidly.  If an expensive piece of broken or damaged machinery is denied overnight shipment, the loss in production and manufacturing can be exponential.  

Every customs service is asked to perform its functions in a speedier manner, to reduce release times while still protecting revenue collection and ensuring the safety of people and goods.  These two interests can only be accomplished by effective risk management program, and targeting resources towards riskier goods and parties.  Setting a de minimis amount and using risk management to address specific concerns related to weight or value is a more effective tool for customs administrations to wield than standing in the way of growth and rapid global movement of goods.   By setting a de minimis amount a Member knows the number of shipments that qualify, will still get necessary information, and still be able to carry out any necessary customs controls if warranted, but will not overly burden its human and information technology resources with goods that have little relative effect on revenue collection.
10.  If possible please provide other useful information such as copies of laws, regulations, standard operating procedures/instructions, etc.  (you can attach as an annex)

CBP Regulations: 19 CFR Part 128

Legal Rulemaking: T.D. 89-53, 54 FR 19566 (May 8, 1989)
Previous U.S. presentation at the NGTF (November 2010)


	


