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TRADE FACILITATION MEASURES IN THE GLOBAL SUPPLY CHAIN
Dr. DANUTE ADOMAVICIUTE

The article devoted to the trade facilitation measures in the global supply
chain. The author underline that the trade facilitation has attracted significant
political and commercial interest. Customs has been faced with contradictory
demands arising from the globalization of trade.

1. Introduction

Nowadays trade facilitation has attracted significant political and commercial
interest. Customs has been faced with contradictory demands arising from the
globalization of trade. World trade grew more rapidly than world production.
Transportation and travellers have also increased significantly. It is projected that
they will continue to expand in coming years. On the one hand, there is a need for
effective security and control of international supply chains while on the other
hand, there are increasing demands for greater facilitation of legitimate trade. This
infers that customs is required to work more for goods, transport and travellers
crossing borders with the same or less resources especially of fiscal austerity.

The World Trade Organization (WTQO) members completed the Agreement on
Trade Facilitation (ATF) at the Bali Ministerial Conference in December 2013. In
response to this decision, the World Customs Organization‘s (WCQO) Policy
Commission in December 2013 issued the Dublin Resolution which states that the
WCO will engage immediately with the WTO in respect of the governance and
future implementation of the ATF. The ATF contains 13 Articles regarding Trade
Facilitation (Section 1) and special and differential treatment for developing
countries and least-developed countries (Section Il). It deals almost entirely with
customs-related topics.

The object of research is trade facilitation measures. The aim of research is to
determine the importance of trade facilitation measures for supply chain
management. To reach the aim of this research the analysis and sistematisation of
the scientific literature and legal acts, the data analysis and the comparison were
combined. The relationship between trade facilitation, trade flows, income growth,
and human development is simple in theory, but complex and challenging in
empirical design and estimation. The empirical literature on trade facilitation is
limited. There are not a lot of researches in the scientific literature analysing the
matters of customs logistics and international supply network. In this paper the
focus was made on the analysis of the legal acts regulating customs activities and
global trade liberalization (WTO Agreement on Trade Facilitation, 2013;
Regulation (EC) No0648/2005 of the European Parliament and of the Council;
Commission Regulation N01875/2006; Community Customs Code, 1992; AEO
Guidelines, 2012; etc.) in the contexts of the international supply network.
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Reviewing the empirical literature of supply chain issues, it can be said that
emphasize different researches aspects (Heide, John, 1990; Hendrick, Ellram,
1993; Ganesan, 1994; Lambert et al., 1996; Atkinson, 1998; Pearson et al., 1998;
Whipple, Gentry, 2000; Ellram et al., 2002; Bourne et al., 2002; Halachimi, 2002;
Gutierrez, Hintsa, 2006; Saiz, Bas, Rodriguez, 2007; Morgan, 2007; Bento,
White, 2010; Jablonskis, 2014).

2. Analysis of customs operations

Each country's economy is influenced by the ongoing international trade, the
volume of which depends on the efficiency of logistical operations - from the
modelling and management of the logistics process, helping to control the flow of
goods crossing national borders. Recognizing the importance of simple border
measures whilst to fostering an attractive environment for business and to prepare
to implement the WTO Agreement on Trade Facilitation, customs administrations
requirements in terms of capacity building for trade facilitation programmes in
coming years are expected to increase. Customs reforms and modernization forms
an essential pillar within these programmes. In order to implement such trade
facilitation measures effectively and efficiently, customs is required to become
more actively involved in trade facilitation programmes. Given this role, the
efficiency and effectiveness of customs procedures can significantly influence and
advance economic competitiveness and social development by promoting
international trade and investment in a safer trading environment. According the
survey which was conducted by TNS Political and Social at the request of the
European Commission, Directorate-General for Taxation and Customs Union a
majority of respondents think that costs related to customs operations have
increased over the last five years (Flash Eurobarometer 399 - The electronic
customs implementation in the EU, 2014). Respondents were then asked to
consider the way in which various aspects of customs operations have evolved
over the last five years.

In six countries, a majority of respondents think that the costs related to
customs operations have increased over the last five years, most strikingly in
Belgium (50%), Spain (44%) and ltaly (41%). Majorities also take this view in
Portugal (38%), France (34%) and Estonia (33%). However, elsewhere a majority
of respondents say that costs have remained the same, in particular in Sweden
(57%), Latvia (50%), Romania (49%) and Greece (47%). The highest proportion
of respondents who think that the costs related to customs operations have
decreased over the last five years can be observed in Lithuania, followed by
Greece, the Netherlands and Portugal (all 14%). A sizable minority of respondents
in most countries say they don’t know, notably France (30%), Estonia (26%) and
Italy (26%).

Spain (40%) is the only country in which a net majority of respondents think
that the frequency of controls has increased over the last five years, though
relatively high numbers of respondents also take this view in Portugal (35%), the
UK (32%) and Greece (32%). Everywhere else a majority of respondents say that
the frequency is unchanged, notably in Sweden (63%), Romania (59%) and
Bulgaria (56%). Respondents in Latvia (30%) are most likely to think that the
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frequency of controls has decreased over the last five years, followed by Lithuania
(21%) and

Estonia (20%). Over a fifth of respondents don’t know in France (27%),
Estonia (26%), Denmark (25%) and Sweden (22%).

In all countries, a majority of respondents say that the frequency of enquiries
and audits has remained the same over the last five years. This view is most
widespread in Sweden (63%), Latvia (61%) and Belgium (58%). Respondents in
Spain (31%), Italy (30%) and Greece (29%) are most likely to say that the
frequency of enquiries and audits has increased over the last five years, while those
Latvia (17%), Romania (17%) and Germany (16%) are most likely to report that
the frequency of controls has decreased. Over a third of respondents in Estonia
(34%) answer ‘don’t know’, as do 28% in Bulgaria and 27% in France.

In five countries, a majority of respondents say that the time required to clear
customs has decreased over the last five years: Poland (51%), Lithuania (50%),
Latvia (48%), Romania (43%) and Estonia (42%). Elsewhere, a majority of
respondents think the time required to clear customs has remained the same, most
notably in the UK (58%) and Sweden (56%). The highest proportion of
respondents who say that the time required to clear customs has increased can be
found in Germany (28%), followed by Denmark (21%) and the UK (21%). At least
a fifth of respondents answer ‘don’t know’ in Portugal (31%), France (29%),
Denmark (24%), Italy (23%) and the Netherlands (22%).

According to the survey results six out of ten companies imported from China
in 2013 - making it the most common source of imports. Over 50% of companies
in all but four countries imported from China, the exceptions being Estonia,
Romania, Bulgaria and Latvia. While 88% of companies make import declarations
in their own country, 16% make them in another EU country. Over three-quarters
of companies used seaports as points of entry, 61% used airports, and 43% used
land borders. A majority of importers bring in goods for their own company or
affiliates. A majority of importing companies carry out customs procedures several
times a month.

Six in ten respondents say that their company exported to Russia or other
European countries outside the EU in 2013. Over 50% of respondents in all but
four Member States did this, the exceptions being Portugal, Romania, Spain and
France. While almost all companies use their own country as a point of exit when
exporting goods, over a quarter use another EU country. Half of exporting
companies carry out customs procedures several times a month.

Reviewing the flow of goods, it can be said that the process of the worldwide
transportation of goods is very long and complicated. The rapidly growing
international trade as well as new technologies of the production and transport
require the goods to be delivered to the recipient exactly at the time when they are
needed. The customs are involved in the procedures of the international trade
regulation control. For this reason, customs formalities must be carried out as
quickly as possible, without disturbing the flow of goods and at the same time not
reducing the efficiency of the customs control. Therefore, inconvenient or
inflexible customs procedures have a negative impact on the business

5



competitiveness. The demands of growing trade volumes and global competition
have put extreme pressure on the Customs Union to better facilitate and encourage
the flow of goods across external borders, while at the same time protecting the
integrity of the EU market and its societies from the various risks related to the
international movement of goods. This requires efficient, effective controls as well
as close cooperation among the different stakeholders: the customs authorities,
other authorities, business and international partners. After analysing, it can be
stated that a long time required for the customs procedures can be named as one of
the international trade’s barriers.

3. Supply chain security initiatives in the customs activity

Globalization has influenced the changes in customs procedures and
inspection processes. In the last decade, the role of customs has significantly
changed from the collection of customs duties to the protection of citizens due to
reduced duty rates and increased concerns for safety and security. Under the global
economy conditions, customs activities are important for the protection of the
public interests and the international supply network’s security. The global trading
system is not secured against the terrorism which can cause a serious damage to
the global economy. The main task of customs nowadays in all administrations is
the protection of citizens and their interests while facilitating legitimate trade.

The World Customs Organization, as the global centre of customs excellence,
plays a central role in the development, promotion and support for the
implementation of modern customs standards, procedures and systems. The WCO
initiative has been deliberately focused on the entire international trade supply
chain, rather than restricting customs’ interest to that aspect of the international
trade transaction when goods move across a border. The basic principle
underpinning WCO’s work has been to create an international mechanism for
customs administrations to gain access to relevant information relating to
international trade well in advance, for the purposes of risk management and risk
assessment. The WCO has established the Frameworks of Standards to Secure and
Facilitate Global Trade (SAFE Framework) (2005) (these Standards were updated
in 2012) to global security and trade facilitation.

The WCO SAFE Framework of standards provides the global standards for
launching an AEO programme. In addition, many customs administrations having
established AEO programmes are now seeking to formalize AEO mutual
recognition agreements with other customs administrations. The System, based on
four essential elements, is focused on two equal principles: "customs to customs"
and "customs to business enterprises”. The System harmonizes the pre-electronic
cargo information about shipments. In order to be against the security threats, each
country joining the System is obliged to apply the comprehensive approach of the
risk management. The System requires the inspection of the high-risk containers
and the cargo inspection. The System also defines benefits that customs will
provide to the business enterprises matching the minimum supply network security
standards and the best practices. The principles are composed of series of standards
that must be implemented at the international level and that are presented as
minimum requirements obligatory for WCO members to carry out.
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The European Commission recognises that security is one of the primary
expectations of European citizens. EU citizens will be better protected against
security threats through a co-ordinated response at the external borders of the
European Community. The customs authorities of the member states play an
important role in the fight against cross-border crime and terrorism. Customs
expertise in controlling goods, backed up by the use of modern IT systems and an
efficient risk assessment, is vital to detect illegal goods such as drugs, explosive
materials or nuclear and chemical weapons.

The EU Customs Security Programme covers activities supporting the
development and implementation of the security measures mentioned above. In
particular, introducing proper security controls to ensure the protection of the
internal market and, in close cooperation with major trading partners in the world,
the securing of international supply chains, and providing assistance to traders who
show compliant efforts to secure their part of the internationals supply chains.
According the Community Customs Code (1992), wich was replaced in 2005 year,
the customs of the EU countries began appreciating the activities of the business
enterprises, seeking to gain the status of the authorised economic operator (AEO).

In order to respond to security concerns relating to the international trade in
goods, the European Commission presented a series of measures designed to
provide a coordinated and effective response. This package brings together the
basic concepts underlying the new security-management model for the EU's
external borders, such as a harmonised risk assessment system. The EU Customs
Security Programme covers activities supporting the development and
implementation of measures enhancing security through improved customs
controls. The programme introduces proper security controls to ensure the
protection of the internal market and, in close co-operation with major trading
partners in the world, secure the international supply chain. The programme
balances controls with trade facilitation. Traders demonstrating compliant efforts to
secure their part of the supply chain will be rewarded by benefits such as fewer
controls. Security amendments to the Community Customs Code (1992) provides
the legal framework for the measures introduced in the EU Customs Security
Programme: (1) traders are required to provide customs authorities with
information on goods prior to import to or export from the European Union; (2)
reliable traders will benefit from trade facilitation measures through the Authorised
Economic Operator (AEQO) programme. These two approaches are interlinked and
provide enhanced security through a combination of measures. With the new
security initiative, customs are enabled to carry out more targeted controls on high
risk shipments. The concept of AEO was introduced as one of the main elements of
the supply chain security.

After studying the theoretical business enterprises activities assessment’s
models and concepts, it can be said, that modern activities’ assessment systems
include and evaluate the policy issues of organizations. Therefore, in order to carry
out the evaluation of activities, the organization's mission, policies and objectives
should be combined together. Most of the authors creating the models of activities’
assessment emphasize the importance of enterprises’ strategy and long-term goals.
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After analysing it was found out that the greatest influence in the process of
business’ assessment is done by the use of non-financial indicators. Have been
identified that this has the greatest effect on business results. One of the activities’
assessment models, including the assessment of the supply network, is a model
created by J. Saiz, A. Bass, R. Rodriguez (2007) (Fig. 1). In the customs the
assessment process of business enterprises’ activities can be made on the basis of
this model. The authors of this model stressing the importance of the strategy’s
implementation have identified its two components: a strategic framework and a
process framework.

Simplified customs procedures are becoming more and more important.
Customs provides the assumptions to go deeper into the assessment processes of
the business activities. The assessment processes of the business activities
performed by the customs are a multiple process that involves more than just the
field of customs matters.

Strategic framework

. — ™~

Process framework

N

— a7

,—— Training and Growth | ]
) Processes /
d I I
Clients |
Network of Enterprises I_ = o
A Finances
1
Supply Network
Enterprise
. Key Activities
Obiective Indicators
Strategies .
g Critical Success Factors

Fig. 1. Structure of Business Activities” Assessment Process

Source: compiled by the author on the basis of J. Saiz, A. Bas, R.
Rodriguez (2007).

AEO programmes which embrace risk management provide member
administrations added flexibility in the efficient use of limited resources.
Achieving AEO programme compatibility and mutual recognition is in essence a
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harmonisation and simplification of customs procedures, and thus contributes to
balancing supply chain security and facilitation. The establishment of an end-to-
end secure supply chain is supported by opening the AEO programmes for more
supply chain actors as potential AEO applicants. An AEO can be defined as an
economic operator who is deemed reliable in the context of his customs related
operations, and, therefore, is entitled to enjoy benefits throughout the EU.
According the Authorised Economic Operator programme it is important to
evaluate the business enterprises’ activities. The assessment of business
enterprises’ activities in EU customs is carried out taking into consideration the
issuing/non-issuing of the AEO status when the customs audit assesses the
activities of the economic operator and its compliance with the established criteria.
After analysing the enterprises activities quality’s AEO certification process of the
EU customs, it can be affirmed that this is a positive phenomenon, which can be
considered as a first customs’ step towards the positive assessment of the
enterprise, taking into consideration its reliability. This process of certification
provides a competitive advantage over other companies.

Governments have to take a holistic approach in their efforts to secure and
protect the international trade supply chain from being used for acts of terrorism or
other criminal activity while ensuring continued improvements in trade facilitation.
Security and facilitation along the global supply chain requires highly trained and
motivated staff in the customs administrations as well as in all other parties
involved in the supply chain.

4. Conclusion

The World Customs Organization, as the global centre of customs
excellence, plays a central role in the development, promotion and support for the
implementation of modern customs standards, procedures and systems. The WCO
initiative has been deliberately focused on the entire international trade supply
chain. Customs comprises of key area where processes of logistics can truly
differentiate themselves, reduce costs and build real competitive advantage.

The rapidly growing international trade as well as new technologies of the
production and transport require the goods to be delivered to the recipient exactly
at the time when they are needed. The customs are involved in the procedures of
the international trade regulation control. For this reason, customs formalities must
be carried out as quickly as possible, without disturbing the flow of goods and at
the same time not reducing the efficiency of the customs control.

The demands of growing trade volumes and global competition have put
extreme pressure on the Customs Union to better facilitate and encourage the flow
of goods across external borders, while at the same time protecting the integrity of
the EU market and its societies from the various risks related to the international
movement of goods.

The supply network is influenced by a broad set of environmental factors.
That is why, this assessment area is quite tricky and complicated, requiring a broad
understanding of the importance of a global context. After analysing theoretical
models of the business enterprises activities’ evaluation, it has been found out that
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the majority of them include and evaluate the enterprises strategy’s issues.
Therefore, in order to carry out the evaluation of activities, the organization's
mission, policies and objectives should be combined together.
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