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The 2003 International Forum on Trade Facilitation had two main objectives:

· To clarify the ways in which weaker members of the international trading community (developing and transition economies, small and medium-sized enterprises) could get a better share of the benefits of trade facilitation;

· To examine how the international community could make trade facilitation and the enhanced security measures in international trade work together.  XE "balance between trade facilitation and enhanced security" 
This chapter summarizes the main themes covered in the Forum: sharing the gains of trade facilitation, reconciling trade facilitation with enhanced security, the development of new technologies and tools for trade facilitation, and the means by which developing and transition economies can implement those tools.

In the past, representatives of some developing countries expressed concerns that trade facilitation would impose additional costs to their economies without creating adequate benefits. Yet at the 2003 Forum everyone agreed that there are benefits to be gained for all. Developing country representatives pointed to their achievements in improving the efficiency of their customs services and border crossings. They also indicated the need for more work on implementing trade facilitation through projects on national and bilateral levels, and through the international organizations. Stressing the development dimension of trade facilitation XE "development dimension of trade facilitation" , it is essential for developing countries that the issue be “positioned within a broader framework”, responding to the need to reduce transaction costs, but also a broader perspective “of engineering economic growth” (Mwalwanda). The Forum provided a real opportunity to stimulate considerations and to procure concrete proposals, making it possible for developing countries to have more active and effective participation in the international trading system (Hossi). It was also suggested during the discussions that trade facilitation would be an excellent subject to be pursued by further such United Nations forums (Puri). 

Several developing countries, however, voiced their scepticism concerning the need for multilateral binding rules in the World Trade Organization (WTO XE "WTO" ) in order to implement successfully trade facilitation measures. In their view, such rules could create more problems than they would solve. Although the debate on WTO’s role in trade facilitation XE "WTO's role in trade facilitation (the debate)"  was not a priority in the Forum’s agenda, this issue understandably came to the centre of the discussions, just three months before the Fifth WTO Ministerial Conference in Cancún XE "Cancún" . 

The main conclusion of the Forum was that trade facilitation and security XE "balance between trade facilitation and enhanced security"  can be achieved together, in a coordinated manner, and this is primarily a technical rather than a trade-policy issue. A collaborative approach of all governments, international organizations, and the business community is necessary in order to create efficient security mechanisms, which would protect the global economy from the destructive use of organized violence, and which would not wipe out the achievements of trade facilitation. 

Sharing the benefits

Despite effective removal of barriers to trade in goods and services in the past decades, not all countries have benefited equally from the opportunities offered by global markets. This prompted the Forum to focus, above all, on how to achieve better ways of sharing the benefits of trade facilitation among stronger and weaker players in the international trading system. 

The development dimension  XE "development dimension of trade facilitation" 
The benefits of trade facilitation include savings in overall trade transaction costs, valued by the United Nations Conference on Trade and Development (UNCTAD XE "UNCTAD" ) at 7-10% of the volume of world trade. Although a large part of these costs are fixed, trade facilitation could reduce them by 1-3% of world trade value through eliminating inefficiencies (Kleitz). In spite of the recent uncertainty of the global economy, it is widely recognized that trade liberalization is a key factor in promoting economic recovery and sustainable development (Garonna). Trade facilitation can contribute to development, as it can improve public capacity to monitor and promote foreign trade, as well as support existing and potential national exports (Burley).  XE "development dimension of trade facilitation" Trade facilitation is considered to help “identify solutions in the interest of all parties, thus setting the basis for sustainable development of trade”; it also improves the climate for foreign investment and enables a developing country to better integrate into the global economy (Hossi). Nevertheless, developing countries fail to benefit from the current level of trade liberalization because they lack (a) the industrial production capacity to ensure product diversification and (b) the ability to comply with international standards to secure greater market access (di Liscia).

In the past, concerns have been raised about the real income distribution XE "income distribution"  effect of trade facilitation: concerns such as that multinational companies from developed countries would get the cream of the benefits from trade facilitation, leaving developing countries with a high implementation cost and the destruction of part of their businesses by new competition. Scenarios of customs officers and technical personnel made redundant due to simpler and automated procedures were added to warnings of decreasing government revenue. As development is a more complex phenomenon than measuring total economic growth figures, concerns about the income distribution effect of trade facilitation should be taken seriously.  XE "development dimension of trade facilitation" 
The UNECE XE "UNECE"  secretariat therefore requested the Overseas Development Institute (ODI) to prepare an assessment study of the impact of trade facilitation on income distribution XE "income distribution"  in a developing country (Hewitt and Gillson). The findings indicate that trade facilitation will generally boost international trade, improve the climate for inwards investment and exports, and will thus foster economic growth. Consequently, income in the developing countries will rise, and the income share of the poor may rise as well. Higher economic growth will eventually result in more resources for governments to use for poverty alleviation and for development.  XE "development dimension of trade facilitation" It will generate more employment, thus helping many people to move out of poverty. Small and medium-sized enterprises (SMEs) in developing countries are the primary beneficiaries of trade facilitation as the transaction costs they bear are significantly higher than those of large companies (Hewitt and Gillson, Lamy). Improvements in infrastructure will allow companies and people with limited resources to trade more easily. Last but not least, trade facilitation limits the possibility for corruption XE "transparency and struggle against corruption as part of trade facilitation" , which takes a high toll on developing and transition economies by unjustly redistributing national income and diverting resources from development tasks. Even if a quantitative assessment of the pros and cons of the impact of trade facilitation on income distribution still has to be made, the ODI study makes a case for the positive effect of facilitating measures. A major conclusion, then, is that trade facilitation can be beneficial for all members of the trading community in a developing country, yet this necessitates deliberate action in the sphere of income distribution, so that the additional resources brought about by economic growth are shared fairly among the people.   

The Forum identified technical assistance XE "technical assistance"  and capacity building XE "capacity building"  for developing and transition economies as a priority. Governments must lead the process, and should involve the private sector to help supply the know-how. The international organizations can provide a multilateral infrastructure for the transfer of knowledge and other resources. A number of positive examples were cited. The five regional commissions of the United Nations have put together a project for technical assistance in trade facilitation, to be funded by the UN Development Account. In 2002-2003, the relevant United Nations agencies, under the auspices of the High Level Committee on Programmes, and on the initiative of UNCTAD XE "UNCTAD" , created a mechanism for cooperation in offering developing countries enhanced technical assistance and capacity building (Burley). The European Union has pledged 500 million euros for capacity building in trade facilitation in the next four years. The WCO XE "WCO"  has developed a Customs Capacity Building Strategy for targeted projects of assistance to improve the effectiveness of customs services (Mikuriya). The WTO XE "WTO"  has set up a programme to explain in various countries what the issues are and to build their negotiation capacity (Abbott).

Capacity building needs to go beyond a series of narrowly focused activities to embrace a more comprehensive and long-term approach designed, for example, to address all areas of customs administrations, as well as the entire management of trade flows across borders (Mikuriya). At the same time it should emphasize change management and process re-engineering, as making system-wide changes to complex processes is not an easy task (Merber). Capacity building should be targeted (and tailored for each individual case), so that the concrete trade facilitation projects would foster overall economic growth, reinforce integrity XE "transparency and struggle against corruption as part of trade facilitation"  in the management and controls of international trade, help implement e-business tools, build a sustainable IT infrastructure, contribute to the protection of society from a range of security threats, and generally promote development.  XE "development dimension of trade facilitation" 
Regional efforts among developing countries and on a North-South basis, reinforced by capacity building XE "capacity building" , both bilateral and through international organizations, would be the best way to proceed (Puri). Sub-regional cooperation efforts should be reinforced as a prerequisite for successful trade facilitation (Osafo). The experience of advanced developing countries, such as Malaysia, shows that automation of customs clearance, using modern information and communication technology (ICT) standards is feasible, and saves resources for development (Abdullah).  XE "development dimension of trade facilitation" 

 XE "standards for trade facilitation" 
Greater uniformity and simplification of preferential rules of origin is required to increase transparency XE "transparency and struggle against corruption as part of trade facilitation"  and reduce transaction costs for producers and traders (Ventura Dias). Different criteria and administrative procedures on rules of origin from country to country significantly increase transaction costs. The inclusion of de minimis clauses in preferential rules of origin may facilitate the access of SMEs to markets opened by free trade agreements. 
Trade facilitation and the WTO XE "WTO"  debate XE "WTO's role in trade facilitation (the debate)" .

Trade facilitation could offer important benefits to all members of the trading community XE "WTO's role in trade facilitation (the debate):developing countries position" . “We are all for it and therefore all of us want to take the measures necessary to facilitate, to enhance and reinforce trade facilitation” (Puri). However, views differ as to the best way to ensure that  these benefits are shared fairly. The various views could be grouped in two clusters (Abbott):

·  XE "WTO's role in trade facilitation (the debate):developed countries position" Developed countries and the business community, who favour a higher level of commitment in the WTO XE "WTO"  and advancing the current efforts through the establishment of binding rules. The major argument advanced at the Forum was that trade facilitation would improve the overall efficiency of the international trade process through a WTO agreement, which would help create, implement, and manage fair trade facilitation rules and a sense of discipline (Wakeford).

·  XE "WTO's role in trade facilitation (the debate):developing countries position" Developing countries, which opposed a multilateral settlement based on binding WTO XE "WTO"  rules out of concern about their limited capacities to implement the rules and about being exposed to rigorous dispute-settlement procedures. These countries would prefer to pursue trade facilitation independently. 

Several developing country speakers (including Puri and Mwalwanda) laid out the major objections of developing countries to including trade facilitation in the WTO XE "WTO"  system of agreements. Other speakers (including Smith and Wakeford) analysed the position taken by certain developing countries, and suggested how these countries could obtain a better share of the benefits of trade facilitation.  XE "WTO's role in trade facilitation (the debate):developing countries position" The following is a list of developing countries’ concerns, which are a major challenge in the ongoing debate on the role of the WTO in the international trade facilitation system (Smith and others):  XE "Trade facilitation regime" 
· They link trade facilitation to developments in negotiations on other issues in the WTO XE "WTO"  framework, such as rules of origin, investment, and agricultural subsidies.  XE "WTO's role in trade facilitation (the debate):developing countries position" 
· Their negotiators are not always familiar with the technical issues and the existing trade facilitation instruments.  XE "WTO's role in trade facilitation (the debate):developing countries position" 
· They are unhappy with having made a number of commitments in the final stages of the Uruguay Round of trade negotiations, which they now have difficulties in implementing. 
· They worry that they may accept standards on trade facilitation,  XE "standards for trade facilitation" which exceed their capacity to implement them. Consequently, if they accept mandatory obligations on trade facilitation, which they cannot realize, they will be subject to the WTO XE "WTO"  dispute settlement mechanism.  XE "WTO's role in trade facilitation (the debate):developing countries position" 
· They are concerned that an eventual new WTO XE "WTO"  agreement on trade facilitation will be developed without any input from them, as they lack the means of providing experts for the drafting process. 

· Another concern is the uncertainty over the scope of new obligations. They raise the issue of the difficulty of defining minimum standards for trade facilitation  XE "standards for trade facilitation" that would enter into an eventual WTO XE "WTO"  agreement. 

· They are sceptical about commitments by donor countries and organizations to provide technical assistance XE "technical assistance"  and capacity building XE "capacity building" . XE "WTO's role in trade facilitation (the debate):developing countries position" 

Developing countries could independently follow a staged path to establish a sustainable trade management infrastructure A global trade facilitation regime  XE "Trade facilitation regime" that would increase developing country benefits should be progressive, voluntary and not linked to WTO XE "WTO" ’s enforceability provisions and dispute settlement mechanism (Puri). A number of developing country representatives XE "WTO's role in trade facilitation (the debate):developing countries position"  noted that regional arrangements among developing countries and/or bilateral North-South agreements would help the developing countries gradually adjust to a common regime. Reinforcement of capacity building XE "capacity building"  and technical assistance XE "technical assistance"  on a bilateral level and cooperation in the international organizations, such as the United Nations, regional and sub-regional XE "sub-regional"  development organizations, would catalyse the process.  XE "development dimension of trade facilitation" The international financial institutions and the donor community should provide financial resources to developing countries to meet the institutional and other adjustment costs, and to upgrade their infrastructure. Implementing other key aspects of trade facilitation already agreed to in the WTO, such as rules of origin, Technical Barriers to Trade/Sanitary and Phyto-Sanitary Measures (WTO-TBT/SPS) should be a priority for developed-country compliance and positive action.  The position of Least Developed Countries (LDCs) was formulated as follows, “To implement laws and procedures [which would be required by an eventual multilateral agreement on trade facilitation] will be very costly for LDCs, which they cannot afford at this stage. Hence, it is too early for the development of an agreement within the WTO in this area” (Mwalwanda)  XE "WTO's role in trade facilitation (the debate):developing countries position" . 
Developed countries, the international business community and some international organizations XE "WTO's role in trade facilitation (the debate):developed countries position" 

 XE "WTO's role in trade facilitation (the debate)" , however, strongly supported the idea of negotiating an effective WTO XE "WTO"  agreement on trade facilitation. They described the development of WTO trade facilitation rules as the centrepiece in building a predictable, transparent and stable global regime of trade facilitation  XE "Trade facilitation regime" that would benefit developing countries and SMEs. Improvements to trade processes could save business about $300 billion– a quarter of the total economic benefits flowing from the Doha “Development Round” of WTO negotiations – which would be widely shared among all countries (Lamy). Unlike a tax or duty fees, the lost resources do not go to any productive use but are merely wasted  as a result of inefficiency and bureaucracy (Eagle). SMEs in developing and transition economies could be the primary beneficiaries if the process is made more efficient as a result of an agreed system of trade facilitation. If mandatory trade facilitation rules were to become part of a multilateral regime, implementation of these rules would require considerable technical and financial efforts from those countries where trade facilitation still lags behind. Countries often downgrade trade facilitation in their list of priorities, owing to lack of money, but this would change if countries were to become aware of the costs of not implementing trade facilitation (Burley). WTO commitments would, as argued by some business representatives, ensure that all countries could move in the same direction, establish global rules, and avoid the development of discriminatory situations. These commitments would require domestic customs reforms, which might otherwise be blocked by short-term political considerations (Lamy) XE "WTO's role in trade facilitation (the debate):developed countries position" . They can lock in and make the reforms irreversible, as well as creating the basic framework for trade facilitation work of partner organizations – either in developing standards or in delivering aid to developing countries.  XE "standards for trade facilitation" During the discussions at the Forum, a United States Trade Representative’s officer pointed out that the success of the WTO had, essentially, been in bringing about domestic reforms in the country members of the organization. Consequently, it was expected that bringing trade facilitation into the WTO system would produce internal reforms and raise efficiency in many countries. 
In the WTO XE "WTO" , trade facilitation has been gaining new recognition as an important issue for its members and for the very purpose of this organization’s mandate (Abbott)  XE "WTO's role in trade facilitation (the debate)" . Governments increasingly see it as a core element of external trade and development rather than a merely mechanical “plumbing” of trade policy.  XE "development dimension of trade facilitation" In addition, the WTO could create a basic framework within which other organizations can work as partners,  e.g through  initiatives such as the “Single Window XE "Single Window" ” concept and standardization and simplification of customs procedures (Mikuriya). In the customs area, an agreement would be vital in bringing about security, as well as providing harmonization and predictability necessary for moving goods quickly and affordably. A multilateral agreement may help ensure political commitment to implementing minimum standards, and this may offer improved service to traders and encourage traders to be more compliant (Eagle)  XE "WTO's role in trade facilitation (the debate):developed countries position" . The consequent increase in trade will mean more economic growth and increased revenue from customs.

A WTO XE "WTO"  agreement on trade facilitation could offer developing countries the benefits of trade facilitation, while allowing them to reach a voluntarily defined target level of facilitation progressively, step-by-step, measuring progress according to internationally agreed benchmarks (Wakeford). A commitment to assess facilitation through the measurement and reduction of release time (the time between the arrival of goods in port and their release to the importer) could become part of an eventual WTO agreement (Merber). This would allow countries to improve their existing processes and legal systems in a flexible manner, using their current level of performance as a starting point. 
Mr. Abbott listed several suggestions on how the WTO XE "WTO"  could deal with trade facilitation XE "WTO's role in trade facilitation (the debate)" , focusing on transparency XE "transparency and struggle against corruption as part of trade facilitation" , predictability, and non-discrimination. Other proposals envisaged providing countries with reasonable periods of adaptation between a measure’s adoption, the legislative process, and the measure’s entry into force. This step-by-step approach would cover standardizing; reducing data and documentation requirements; and simplifying procedures. In addition, there was a call for strengthening due process, in particular by creating a right of appeal against customs and other government agency rulings and decisions. Along the lines of this argument, several proposals were made aiming to bring the two clusters of views together. Some involved the possibility of building a two-track mechanism XE "WTO's role in trade facilitation (the debate)" . This would mean, first, preparations and negotiations alongside and independently of the WTO, and would imply more flexible “soft rules” or guidelines drawn out of good practice, benchmarking and exchange of national experience. Second, it would involve a rules-based component, integrated in the WTO (on which decisions have not been reached yet).

The proponents of new rules want upfront commitments on technical assistance XE "technical assistance" , capacity building XE "capacity building"  and some other issues, to be an integral part of the negotiations. 

A recurrent theme at the Forum was the need for a common regime for the production and fair distribution of the benefits of trade facilitation.  XE "Trade facilitation regime" But the question was, would the WTO XE "WTO"  process provide the best framework for such a regime? An additional challenge, as the Ministerial Conference in Cancún XE "Cancún"  showed later, was the linkage with other issues in the WTO negotiating process, such as agricultural subsidies or investment.

The following recommendations were formulated at the Forum:

1. The Forum recognized that trade facilitation was no longer only a technical issue aimed at tactical developments in the international trade transaction. It encouraged governments to adopt trade facilitation as a strategic policy for economic growth and development.  XE "development dimension of trade facilitation" 
2. Trade liberalization alone may have no or limited effect without a supporting institution building. 

3. Governments should contribute to building the political will necessary for implementing trade facilitation among various groups of countries, and strengthen the global network for trade facilitation within the United Nations as a place for open policy debate on the issue. 

4. The sustainable development aspect of trade facilitation should be reinforced. Trade facilitation strategies have to be conceived and implemented within a global cost-benefit framework: facilitating trade while at the same time conserving the earth’s scarce resources. XE "development dimension of trade facilitation" 
5. Governments must rationalize the demand for data across all ministries, departments and other agencies using such concepts as the “Single Window” for the submission of a single, simple set of data covering all the regulatory requirements involved in international trade.

6. Existing trade standards  XE "standards for trade facilitation" combined with latest technology concepts can be instrumental to respond to the new challenges that international supply chains face today. The United Nations system should work together with the private sector to make these technologies accessible for the implementation of policy driven agendas and ensure accessibility for SMEs and developing countries. 

7. Benchmarking of achievements in trade facilitation should be used as a strategic tool for preparing the next steps in capacity development in both the private and the public sectors. 

8. Most developing and transition economies require extensive technical assistance XE "technical assistance" , which should build on the existing individual and collective experience of these countries (e.g. within sub-regiona XE "sub-regional" l economic communities). 

9. Sharing of information and experiences on trade facilitation initiatives should be developed as a form of capacity building XE "capacity building" . 

10. In order to guarantee benefits for all from trade facilitation, funds and technical assistance XE "technical assistance"  should be provided to those developing countries that need them. In this respect it is crucial to guarantee a coordinated approach among donors. The way to ensure long term sustainable benefit is to measure the degree of facilitation both before and after the support has been given .Targeted trade facilitation measures should be assessed against the broader development goals of each country. 

11. In order to make trade facilitation work for development, particular attention should be given to specific measures in the following areas:  XE "development dimension of trade facilitation" 
· In order to reduce income inequalities in developing countries, trade facilitation measures should be targeted at lowering trade transaction costs in those sectors where employment of the poor is concentrated. 

· The provision of effective safety nets may be necessary if alternative forms of employment are not rapidly available for any displaced workers. 

· Any increase in government resources brought about by trade facilitation should be used to support pro-poor or social expenditures. 

12. SMEs, the dominant actors in developing countries, need to be able to access capital, trade information systems and capacity building XE "capacity building"  to comply with international standards under trade facilitation programmes, if they are to trade efficiently.  XE "standards for trade facilitation" 
13. Irrespective of the difficulties, governments, international organizations and the business community should work together towards a common regime of producing and fair sharing of the benefits of trade facilitation for all members of the international community.  XE "Trade facilitation regime" 
New security measures in international trade

Security concerns have grown as a result of the terrorist attacks on 11 September 2001 against the United States. Mr. Lozhbenko, First Deputy Chairman of Russian Customs, pointed out that the link between trade facilitation and security XE "balance between trade facilitation and enhanced security"  is a brand new issue for the international community. Partly for this reason the debate revolves around customs issues, yet there are many different players in the international trade security chain who should be incorporated in the broader debate. He commended UNECE XE "UNECE"  on initiating this debate, which would take stock of the different points of view. 
International trading has undergone fundamental changes since the security emphasis shifted from threats to trade, to threats from trade. While some actors in international trade focus on the minimization of security risks stemming from the international flow of goods, especially in container trade, others are concerned with the new security requirements, which will impose an additional burden on fragile economies.
Most participants in the Forum stressed the need for a multilateral, rather than unilateral, approach to security in international trade flows. Mr. Browning, Deputy US Customs Commissioner, said: “What is important is that we move forward together, that our political leaders remain engaged, and that we continue working toward a harmonious balance between real security and real facilitation”. The major observation at the Forum was that security and trade facilitation XE "balance between trade facilitation and enhanced security"  should be regarded as two sides of the same coin, and the effort of the international community should focus on achieving a unity of objectives between the two. Security and facilitation, unless they are mutually reinforcing, may create barriers for smaller players (Eagle).

If attention is diverted from trade facilitation in the name of security, neither will be increased.

The United States is developing its security initiatives with an eye towards increasing facilitation: “being able to assign lower levels of risk to a given shipment is the key to being able to provide faster processing at the time of arrival” (Browning). Efficient customs procedures, which address security concerns, would also facilitate legitimate trade (Mikuriya). 

The current security initiatives address the obvious requirement to respond to an external threat – the threat from terrorism, which strongly influences the way international trade functions today – and they have not been designed as a protectionist trade policy (Browning). However, the  implications of increased security are worrying, especially in the following areas:
· Technological and financial requirements: The screening of containers in ports implies the availability and use of costly equipment. The new security initiatives, such as the Container Security Initiative of the United States, and the use of “safe ports”, may lead to the rerouting of major trade flows. 
· Supply chain management capability: The C-TPAT XE "standards for trade security:C-TPAT"  (Customs-Trade Partnership Against Terrorism) initiative, for example, requires trading partners to work with service providers throughout the supply chain to enhance security processes and procedures. These procedures can only be requested for US-bound supply chains, but may prove detrimental to ill-equipped, though trustworthy, suppliers in developing countries.

· Legal consequences: Changes to current practices and procedures arising from security concerns may have significant legal implications, such as increased liabilities.

Many speakers noted that the new initiatives should not set up either discriminatory elements, where some countries or traders would be treated differently from others (Cosgrove-Sacks and Butterly, Parkinson) or extra costs or other new obstacles to trade. With the increasing risks in international trade flows, security checks are made as early as possible, and risk management XE "risk management"  carried out on the basis of information provided at earlier stages, necessitating new and expensive technology. Ports are reported to be raising charges, and shipping companies will soon follow suit. If any “gains of globalization in the new security environment” are possible, they will not be easy to achieve. The measures developed to combat terrorism, in addition to terrorism itself, may threaten trade, which is an engine of growth and offers the best chance of steady progress for both developed and developing economies (Parkinson). Trade facilitation opportunities may be overlooked, although they are badly needed and feasible. And ill-designed security measures could have a detrimental impact on trade.  XE "balance between trade facilitation and enhanced security" Trust between the parties concerned in international trade (governmental and commercial) has already been eroded and must be rebuilt. 

Regarding the technical problems in the response to the terrorist threat: whereas, for instance, attention is focused on introducing sophisticated methods for sealing containers, the technical standards for the containers themselves do not meet expectations (Carl, Parkinson).  XE "standards for trade security" One can open the roof of a “sealed” container in transit, while it is waiting to be picked up from an area which is not secure, and introduce hazardous objects in it. Standard-setting organizations, such as ISO, WCO XE "WCO" , IMO, and FIATA, together with UNECE XE "UNECE" , should include this and similar issues in their work.  

It was generally agreed that inter-agency cooperation in trade security was urgently needed. UNIDO XE "UNIDO"  proposed a cohesive supply-side approach, ensuring that integrated cooperation would benefit developing countries and also respond to security concerns (di Liscia). UNECE XE "UNECE"  and WCO XE "WCO"  invited all relevant organizations to hold a coordination meeting in the second half of 2003, with the objective of finding ways to keep the balance in advancing trade facilitation and security XE "balance between trade facilitation and enhanced security"  (Carl).

Supply Chain security

The focus should be on the supply chain as a whole (Browning).  XE "standards for trade security" The US security initiatives are designed to examine goods earlier in the supply chain; harden ports of entry with increased technology and staffing; and ensure that sufficient information is available to allow the relevant authorities to intervene effectively when necessary. All of this should be combined with securing fast movement of legitimate trade flows along supply chains across borders. The international community should concentrate on creating a supply-chain security infrastructure with a truly global reach; for which much work will need to be done (Browning, Mikuriya). Supply-chain security can be achieved through close collaboration and commitment of all parties in the trade transaction chain, combining this with an effective application of technology (Pearson, Cosgrove-Sacks and Butterly).
There is a vital inter-relationship between security, compliance with customs regulations and trade facilitation. Higher compliance with customs and other regulations is of key importance, so compliant trade should be rewarded with more trade facilitation on a selective basis (Eagle, Osafo). Trade facilitation enhanced security, while corruption XE "transparency and struggle against corruption as part of trade facilitation"  and various barriers to trade undermined it. No system can be secure if untrustworthy agents run it. Global supply chain logistics is a complex system comprising many actors, and the approach that may best achieve lasting improvements in both facilitation and security is a holistic one (Merber). 
The following major recommendations came out of the statements at the Forum:

1. In a situation of increasing security measures in international trade, non-discriminatory technical solutions and standards  XE "standards for trade security" should guarantee that less developed countries and SMEs could continue to access the global marketplace despite enhanced security of the supply chain. 

2. A holistic approach to trade facilitation and security XE "balance between trade facilitation and enhanced security"  along the whole supply chain, which advances both trade facilitation and security XE "balance between trade facilitation and enhanced security" , should be adopted. Programmes for trade facilitation and security XE "balance between trade facilitation and enhanced security"  should enlist the support and cooperation of the private sector. The relationship between high tariffs, integrity XE "transparency and struggle against corruption as part of trade facilitation"  and security should be recognized. 

3. Governments and international organizations should not focus wholly on technological solutions to securing the supply chain. Instead, they should ensure that more practical and operational tools and policies are designed and delivered, so that they are inclusive of all countries at whatever stage of economic development they are.
4. In the quest for greater information to secure the supply chain, governments must first demonstrate the need for any new data demands. Then they must rationalize the demand for data across all ministries, departments and other agencies using such concepts as the “Single Window XE "Single Window" ”.

5. Trust between the parties involved in international trade (governmental and commercial) must be rebuilt. Security measures introduced must be appropriate to the perceived threat, and should be practical and not political, using appropriately risk assessment techniques and favouring the potentially innocent.
6. The objective of enhanced security measures should be to redefine the point of control; improve information sharing; seek more timely and better information; develop better intelligence; push facilitation issues already much debated (single window, paperless trading, electronic signatures, etc.); seek international standards which are consistent, clear and uniform; and develop co-operation between all the parties involved.  XE "standards for trade security" 
7. The possibility of developing an international standard for security in trade procedures,  XE "standards for trade security" which would apply equally to all, should be investigated. An expert group might be established to identify and explore the global standards that are necessary. 

8. A concerted effort from all the relevant organizations involved in international trade facilitation and standards  XE "standards for trade security" will be required in order to ensure that the developed standards are effective and that they achieve the dual aim of enhancing both security and trade facilitation XE "balance between trade facilitation and enhanced security"  for all countries. Strong collaboration and coordination amongst the relevant standards-setting organizations is the way to attain this objective.

9. A meeting of all organizations involved in trade facilitation and security XE "balance between trade facilitation and enhanced security"  should be arranged to determine who is doing what, and agree on priority areas for new standards development.  XE "standards for trade security" Models developed for the advancement of trade facilitation such as the International Trade Transaction Global Framework and the Business Supply Chain Model should be used to identify overlaps and gaps in the work on the new security requirements, in order to inform the debate and influence decisions on these issues. 

10. Leaders should be encouraged to impress upon their respective governments the importance of action in the area of trade security and facilitation, especially in customs, in a balanced way.  XE "balance between trade facilitation and enhanced security" Customs services should be encouraged to approach new security issues and trade facilitation in an equal fashion in the World Customs Organization (WCO XE "WCO" ) and in other organizations. Different agencies within governments should improve their interaction with a view to develop measures and strategies nationally, so that no entity becomes a vulnerable link in the supply chain. Where work is already under way, ensure that it advances with the participation of all relevant government agencies, as well as the private sector.
11. Political will is critical. The engagement of top leadership is essential to how security issues in international trade are managed, and to drive the investment in making the necessary changes. Capacity and resource questions must be considered, and the UN provides appropriate forums where some of the solutions might be found.
Tools enhancing trade facilitation and security XE "balance between trade facilitation and enhanced security"  in developing and transition economies

During the second day, the Forum focused on the practical tools to help achieve the objectives set out during the first day’s discussions, and on how governments and the business community could enable developing and transition economies to implement these tools. 
The tools include UNCTAD XE "UNCTAD" ’s development and implementation of computerized systems, such as the Automated System for Customs Data (ASYCUDA XE "ASYCUDA" ) and the Advance Cargo Information System (ACIS XE "standards for trade security:ACIS (programme of UNCTAD)" ); UNECE’ XE "UNECE" s standard for Electronic Data Interchange (UN/EDIFACT XE "EDIFACT" ) XE "standards for trade facilitation" , and new tools, such as UNeDocs XE "UNeDocs" , which provide the basis for internationally recognized electronic trade documents.

Private-sector service providers can help by offering a variety of services and tools including: certification services; risk profiling systems; communications and management systems; and validation, verification and information services. These tools would help traders and supply chain participants comply with security and import/export requirements, exchange information, and simplify and align their systems and procedures (Balchin). Companies can develop risk management XE "risk management"  systems for customs administrations, cargo scanning, and other innovative techniques and technologies. Companies can implement these tools in developing countries on economically justified terms, provided the tools are tailored to meet needs on a case-by-case basis (Osafo). 


Transit trade will improve if haulage transport were readily available (Osafo). Transit countries should seek help for equipment and training to manage transit cargo, so that they can raise their revenue from transit trade. 

Industry can help bridge the skills gap in using information and communication technologies for trade and development. It has been working through various projects in the developing countries for many years. Support for open standards in electronic commerce is the key to enabling many poorer countries to find solutions for modern international trade as well as tools for development (de Smedt).  XE "standards for trade facilitation" 

 XE "development dimension of trade facilitation" The private sector can help markets develop and thus bring the benefits of the global economy to those countries and regions that need them most (de Smedt). While online customs clearance systems, are not prohibitively expensive for developing countries, for instance, acquiring the skills to run them can be. 

The participants in the Forum were pleased that the UNECE XE "UNECE"  continues to develop tools for electronic trade documents, which comply with existing paper document procedures, to support national administrations and the trading community worldwide. Working with governmental agencies, international institutions, and the business community, the UNECE will ensure that these tools are made accessible to transition economies, developing countries and SMEs, The UNeDocs XE "UNeDocs"  project received the support of the representatives of the World Bank XE "World Bank" , the Universal Postal Union, SITPRO XE "SITPRO" , and a number of private companies, such as Microsoft and Adobe. With its capacity to speed up the information flow, UNeDocs could make a contribution to the security of global supply chains (Pikart, Jiricek, Salzmann, Grey, and Barker). 

Concerning the work on electronic business standards, it was noted that the relevant groups of the United Nations Centre for Trade Facilitation and Electronic Business (UN/CEFACT XE "UN/CEFACT" ) XE "standards for trade facilitation"  should establish a close working relationship with the Web Service standardization communities to work towards the same e-Business vision, in order to ensure that both users and providers are benefiting from their currently separate efforts through a common and aligned goal and vision.

Industry, too, has enormous potential to contribute to a safe trading environment, for example, by creating secure technologies, increasing system security, promoting harmonized supply chain security measures, and working with government regulators on law enforcement (de Smedt). 

A team of companies (Cotecna, Black and Veach Solutions Group, Honeywell, Cargill, Transcore, FreightDesk Technologies, CUBRC, and Veridian), which have formed the Innovative Trade Network XE "Innovative Trade Network" , presented their initiative for a coordinated inter-business approach to building an infrastructure that would improve risk management XE "risk management"  of a shipment and the security of a nation as a whole. They propose it as part of the work towards global and common solutions to facilitate international trade. There exist many examples of commitments made at the national level to comprehensive global solutions for international trade. “Moving back the borders”, as defined in the US security initiatives, will be done in compliance with worldwide standards,  XE "standards for trade security" by employing practical uses of technology and automating customs procedures, by applying commercially viable customs policies and in dynamic teaming by solution providers. The private sector is advancing technology-driven solutions for both facilitating international trade and for trade security, and the way forward is through evolution that would encompass both developed and developing countries (Brosi). [image: image1.png]



Among other solutions proposed was the Smart & Secure Tradelanes (SST) as a global trade security network and a solution responding to the new security concerns (Jacquemard). 

The Workshop on Intellectual Property Rights (IPR) and Trade Facilitation addressed the roadblocks for trade stemming from intellectual property related procedures and the whole international system of managing IPR and patents. In an age of globalization, it becomes obvious that there will exist such problems as the territorial limitation of patents (within separate states), the disadvantageous cost/benefit ratio for developing countries, and access to knowledge, finance, and trade infrastructure, related to IP in general. Another issue, which has to be addressed, is the link between the private provision and general use of international standards in trade facilitation and electronic business.  XE "standards for trade facilitation" This issue has aspects related to IPR ownership, which need to be addressed in the same way as the provision, management and ownership of other global public goods are addressed.  XE "The products of trade facilitation and security as global public goods" The question of setting up a centrally managed agency (or database) and a more coherent global patenting regime, in order to facilitate trade, came up in the discussion. Participants identified a number of issues which need be addressed, such as advantages and burdens of IPR systems for developing countries; improving the understanding of IPR experts of the functioning of the global market; and a coordinated approach of capacity building XE "capacity building"  and technical assistance XE "technical assistance"  on IPR issues.

Suggested solutions and tools that can also be implemented in developing and transition economies:
1. Developing countries’ private and public sectors should make greater use of ICT in their trade and transport procedures and operations. Experience shows that a collaborative approach between governments, the private sector and international organizations can provide affordable and efficient solutions, which foster further development (Abdullah, Osafo).  XE "development dimension of trade facilitation" 
2. The infrastructure supporting both trade facilitation and security XE "balance between trade facilitation and enhanced security"  should be technology neutral, but should also allow new technologies to be applied independent of people and processes. A global trading system should not favour one technology provider, one port, or one state. The inspection, sensing and tracking XE "tracking"  system of tomorrow should be able to use today’s infrastructure (Kothmann).
3. A set of auditable standards for inspection,  XE "standards for trade security" sensing, and tracking XE "tracking" , would help importing countries to gain confidence in the imported goods and in the international trading system, and exporting countries to have a clear set of standards to aim at (Kothmann).

4. Profiling infrastructure, which accommodates data from many locations, should allow for law enforcement and customs agencies, but also ports, freight forwarders, insurers, in developing countries to accede to and use trade data for a fast treatment of trade flows and risk management XE "risk management" . 

5. In order to facilitate trade, the procedures to determine the origins of goods should be streamlined and standardized, including the use of electronic means.

6. Open standards  XE "standards for trade facilitation" and cooperative mechanisms (standard-setting organizations) are central to the construction of a global framework for e-business that can be implemented in the developing world (Gannon).
7. Trade facilitation should make use of the Internet and of Web Services, as advanced and practical tools for e-business (Gotcheva and Ollivier, Naujok).

Open regionalism XE "open regionalism"  – a key to implementing trade facilitation

A major challenge for trade facilitation is finding the appropriate balance between multilateral, regional and bilateral mechanisms for implementation. Experience shows that regional groupings remain the most successful context for engaging in trade facilitation at the international level (Burley). There are a number of reasons why the implementation of trade facilitation at the regional level is of key importance (Cosgrove-Sacks and Butterly). First, regional and sub-regiona XE "sub-regional" l trade development and cooperation have been expanding in recent years. Second, international standards and norms are best implemented if regional specifics are taken into account.  XE "standards for trade facilitation" Third, greater efficiency and harmonization of international trade procedures can be achieved if they are based on a sense of regionalism, which supplements the physical proximity of neighbouring countries. Trade facilitation is increasingly becoming part of the concept of regionalism. Conversely, from an economic point of view, trade facilitation can greatly enhance the strength and integration of a region. Multilateral and bilateral mechanisms can constructively co-exist and be mutually supportive; and the United Nations might be the most appropriate framework for ensuring such consistence and positive energy (Garonna). The five regional, social and economic commissions of the United Nations, together with other regional development organizations, are well suited to carrying out projects promoting trade facilitation, and implementing global standards and norms. 
One size does not fit all, and trade facilitation solutions must be adapted to each country’s situation and requirements (Kleitz). Any attempt at a multilateral agreement on trade facilitation in the WTO XE "WTO"  should take account of these differing needs. Improvement is possible and beneficial for almost every country, hence the importance of scalable implementation of standards and a diversity of approaches (Cosgrove-Sacks and Butterly). Standardization should occur at both national and regional levels but taking into account established global standards and reflecting best practices from the business and government experience. For example, UNECE XE "UNECE" 

 XE "standards for trade facilitation"  encourages policy debate and develops international standards and best practices for trade facilitation at the global level, primarily through its Centre for Trade Facilitation and Electronic Business (UN/CEFACT XE "UN/CEFACT" ). At the regional level UNECE’s implementation activities focus exclusively on its member states. There is, however, a contradiction in the term “open regionalism XE "open regionalism" ”, as regionalism contains an element of closing up a region to the broader community of countries in the world (Ventura Dias). In Latin America, for instance, open regionalism means a collection of sub-regiona XE "sub-regional" l integration schemes, bilateral and plurilateral preferential trade agreements (PTAs), with no mechanism to make the agreed preferences multilateral. 

ESCWA XE "ESCWA" ’s  transport facilitation programmes were regarded as very important for the region. The implementation of trade facilitation measures, standards, and recommendations must be done at the regional and sub-regional XE "sub-regional"  levels (Safwat).  XE "standards for trade facilitation" Hence, meaningful plans at the international and national levels must include a regional dimension. Regional development organizations, banks and NGOs should be proactive in the implementation of instruments and standards, which are developed globally, yet using local expertise.
Sub-regional cooperation is a key to harmonizing customs barriers and removing customs barriers in Africa, Latin America, Asia, and even in Eastern Europe, hence the great importance of sub-regional XE "sub-regional"  groupings in the achievement of trade facilitation (Osafo). COMESA, ECOWAS, and SADC, in Africa, and CARICOM, Mercosur, and CACM, in the Americas are notable examples, which have a great potential for advancing trade facilitation. Sub-regional economic communities in Africa, for example, are crucial to the realization of self-sustainable projects and programmes for trade facilitation (Mwalwanda).

 A key issue for Latin American economies, to take another example, is to strike the right balance between sub-regional trade liberalization and facilitation and the rights and obligations stemming from PTAs with developed economies in North America and Europe.  
Practical tools developed within programmes for technical assistance XE "technical assistance" , capacity building XE "capacity building"  and cooperation at multiple levels should be complementary and represent composite parts of a “trade facilitation system”.  XE "Trade facilitation regime" The regional commissions will continue to cooperate with all organizations that play a major role in setting standards and promoting the exchange of experience and technical assistance in the field of trade facilitation.  XE "standards for trade facilitation" 
The following recommendations were made at the Forum:

1. The five United Nations regional commissions, the United Nations Centre for Trade Facilitation and Electronic Business (UN/CEFACT XE "UN/CEFACT" ) and all governments and organizations participating in the Forum should work together on making more resources available for capacity buildin XE "capacity building" g in trade facilitation in developing countries and transition economies through regional and sub-regional XE "sub-regional"  organizations and mechanisms for cooperation. 
2. Regional development organizations, banks and NGOs should be proactive in the implementation of existing trade facilitation instruments and standards.

3. Full use should be made of the potential of regional and sub-regional XE "sub-regional"  development organizations in the area of trade facilitation, and of initiatives such as the interregional project for capacity building XE "capacity building"  in trade facilitation, developed by the United Nations regional economic commissions following the First International Forum on Trade Facilitation in May 2002, in Geneva.

4. The United Nations should be considered as an appropriate framework for ensuring consistency of efforts for trade facilitation and security XE "balance between trade facilitation and enhanced security"  on national, bilateral, and multilateral levels. 

General conclusion

The Second International Forum on Trade Facilitation achieved its major objective - truly interactive discussions: 

· among representatives of developed and developing countries and the major international organizations on how to enable developing and transition economies, and small and medium-sized enterprises, to receive a better share of the benefits of trade facilitation; 

· between those who believe that enhanced security measures in international trade can go hand-in-hand with progressing trade facilitation and those who argue that there will be a too high cost burden (especially for the weaker participants in international trade) from the new security initiatives; 

· among governments, international organizations, and the business community, on the ways to implement new solutions and tools that would help achieve the double goal of fair sharing the benefits of trade facilitation and improving security. 

The Forum made a substantive contribution to clarifying the priorities of the major stakeholders in developing a global system of trade facilitation through developing capacity-building projects, tools, and standards in the various international organizations, on global, regional and bilateral bases.  XE "standards for trade facilitation" The Forum also made a contribution to the preparations for the discussion of trade facilitation in the WTO XE "WTO" . Tools provided by the private sector, in cooperation with national and inter-governmental projects and programmes, can help traders and supply chain parties comply with security and import/export requirements, exchange information, and simplify and align their systems and procedures, and make overall movements of goods faster. A collaborative approach is needed for both trade facilitation and security XE "balance between trade facilitation and enhanced security"  in the international supply chains, and the United Nations can play a major role here. Further, trade facilitation solutions must be adapted to the each country’s specific situation and requirements. 

The UNECE XE "UNECE"  reiterated in this Forum its understanding of the link between regional and global action in trade facilitation. The UNECE strives to develop standards and encourages policy debate on trade facilitation at the global level,  XE "standards for trade facilitation" reflecting best practices from the business and government experience. However, integrated implementation of standards, from a regional perspective, is critical. A series of practical tools for technical assistance XE "technical assistance" , capacity building XE "capacity building" , and cooperation, based on voluntary mechanisms or “open coordination tools” applied within a multi-level approach, including multiple stakeholders, should form complementary and composite parts of a “trade facilitation system”.  XE "Trade facilitation regime" Despite the disappointment of the results of the WTO XE "WTO"  Ministerial Meeting in Cancún XE "Cancún" , in September 2003, it is necessary to continue the construction of an international regime that would provide the products of trade facilitation: such as efficient, simple and secure trade procedures, elimination of corrupt practices, and development of global standards that can be used for free by everyone.  XE "standards for trade security" 

 XE "Trade facilitation regime" The major features of such a regime may be traced in the statements of various actors, gathered together in this volume. One of the lessons from Cancún might be that the tight linkages among various issues in the multilateral trade negotiations might not be healthy for the establishment of a stable and fair trade facilitation regime.  XE "Trade facilitation regime" In cooperation with other agencies, the UNECE has had, and will continue to have a major role in setting standards and promoting the exchange of experience and technical assistance in this field (Garonna).  XE "standards for trade facilitation" 
Increasing compliance with international standards in a transition economy or a developing country, through the improvement of quality management infrastructures, for example, also increases the country’s access to foreign markets. If developing countries are to succeed in increasing their share in global manufacturing value-added
, their products must meet both market demand and product standards. Yet these countries need technology diffusion and capacity building XE "capacity building" , which can be provided by an international trade facilitation regime. 

The introduction of quality management systems based on standardization, certification and accreditation heightens the security of the trade system. Yet it is important to take targeted action so that strengthened security measures do not become yet another technical barrier to trade. The new security initiatives in international trade should be used to develop risk management XE "risk management"  tools that will foster trade facilitation, in the final resort. 
Technical assistance and capacity building XE "capacity building"  would help the developing countries cope with some of the problems of transition to more advanced methods of handling international trade flows. Again, some countries see capacity building and technical assistance XE "technical assistance"  as linked to the WTO XE "WTO"  process, while others prefer to keep it in the area of bilateral relations and cooperation with the relevant bodies of the United Nations, the World Customs Organization, and other organizations dealing with trade facilitation. Trade facilitation should be regarded as a strong development tool,  XE "development dimension of trade facilitation" and the work of the regional economic organizations was important here for its implementation. Developing countries’ private and public sectors need to make greater use of information and communication technology but, before computerizing, existing administrative and commercial practices need to be overhauled. Interagency cooperation, the effective exchange of information and adequate financial resources are essential for long-term commitments to be made and honoured. 

Sharing the Gains of Globalization in the New Security Environment: The Challenges to Trade Facilitation is the second volume coming out of the International Forums on Trade Facilitation, which  have been organized by the UNECE in collaboration with other international organizations and the business community. This book is intended to make available to a wider audience papers of topical interest on how to share the benefits of trade facilitation in a fair way and on the link between facilitation and enhanced security in the international trade flows. 
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� According to the most recent estimates, the developing countries (including China) account for a 24.5% share in world total MVA (at current prices) in 2000. International Yearbook of Industrial Statistics 2003, UNIDO� XE "UNIDO" �, p. 32, Figure 1.1.





