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	* This document was requested by the Chairman of UN/CEFACT to highlight the increased value of trade facilitation in today’s world. It tries to position the United Nations, and, in particular, UNECE and UN/CEFACT in a larger international context taking into account the United Nations Millennium Goals as well as some recent developments related to trade facilitation, such as security and the WTO Doha Round in order to provide a background for the delegations’ discussions under Agenda item 7 on trade facilitation.



1. BACKGROUND

Trade is an important engine of economic growth and the globalisation of trade is a dominant feature of today’s economy. The development of an open and equitable trade environment is a key United Nations goal, particularly in relation to economic development and poverty reduction. Millennium Development Goal 8 is focused on the development of a global partnership for development. Specifically, the goal is to “develop further an open trading and financial system that is rule-based, predictable and non-discriminatory and includes a commitment to good governance, development and poverty reduction – both nationally and internationally”.

Traders from all countries, regardless the level of development, have long pointed to the vast number of international trade barriers of an administrative and technical nature that still exist when moving goods across borders. Documentation requirements often are cumbersome and are largely duplicative in many places, a problem often multiplied by a lack of cooperation between traders and official agencies. In addition, despite its clear advantages and recent advances in information technology, automatic data interchange is far from being  implemented to its full potential.

There is a general agreement that simplifying trade procedures can result in considerable savings in time, money and human resources that would benefit each economy. Particularly, for transition and developing economies, inefficiencies in areas such as customs and transport can be a stumbling block to integration into the global economy and may impair export competitiveness or the inflow of foreign investment.
The UNECE region has pioneered the development of trade facilitation instruments, resulting in recommendations, norms and techniques that are implemented across the world. Several other international organizations, such as WCO and UNCTAD, play an important role in implementing trade facilitation norms. Furthermore, trade facilitation was identified as an important negotiating issue in the WTO Doha Development Agenda within a comprehensive round of multilateral trade negotiations launched in Doha in November 2001.

In the light of recent, increased interest in trade facilitation, the present paper is aimed at explaining  current trends and the benefits of trade facilitation; looks at the role of the international community through the existing work of the key players in this area; and considers trade facilitation in the new security environment.

2. TRADE FACILITATION: CURRENT TRENDS AND BENEFITS 

The conceptual thinking around trade and transport facilitation has changed radically in recent years. While once considered a back-room technical issue, trade facilitation has now emerged as a critical element of trade and economic policy. 

What are the key issues that need to be addressed? Enormous amounts of time and money are wasted because of outdated and burdensome customs and border procedures, hampering business and stifling economic development, particularly in transition and developing countries. This is the reason why th international trading community has made trade facilitation one of their top priorities. Problems include unnecessary and excessive data and documentation requirements, lack of transparency, lack of rapid legal redress, excessive clearance times at customs, absence of co-ordination between customs and other inspection agencies, and the absence of modern customs techniques. Transit regimes also need improving.

Trade facilitation is considered to be a tool that reduces transaction costs and the complexity of international trade and improves the trading environment, while at the same time enhancing governments’ controls. Trade facilitation is based on internationally accepted norms and practices resulting from the simplification of formalities and procedures; standardization and the improvement of physical infrastructure and facilities; and the harmonization of applicable laws and regulations. It results in direct benefits both to the governments and to business community. In order to exploit these benefits, there is a need for political will and commitment by governments to facilitate rather than impede trade, by adopting and implementing existing international recommendations, tools and techniques. 

A lot of analytical and explanatory work has been done at the international, regional and national levels. There is a common understanding that simplifying trade procedures can result in considerable savings in time, money and human resources that would benefit any economy regardless of its level of development or its size. Thus, trade facilitation results in direct benefits both to governments and to the business community. 

What are the benefits for government?

· Increased effectiveness of control methods and transparency

· More predictable revenue yields

· More effective deployment of resources

· Improved trader compliance

· Accelerated economic development

· Encouragement of foreign investment

What are the benefits for business? 

· Reducing trade transaction costs and delays

· Faster customs clearance and more transparent release

· A simpler framework for domestic and international trade

· Enhanced competitiveness

The benefits of trade facilitation measures in an open trading environment, with a liberal trade regime and low tariffs, are undisputable. However, it is proven that adequately adopted trade facilitation measures can also be helpful in a trading environment where the tariff protection still remains high, by making trade procedures more transparent and simplified. Analysts point out that the reason why many small and medium size enterprises are not active players in international trade has more to do with the existence of red tape rather than tariff barriers. The administrative barriers for enterprises who do not regularly ship large quantities are often simply too high to make foreign markets appear attractive. For example, an APEC study
 estimated that implementation of trade facilitation measures would generate gains of about 0.25% and 46 billion USD (in 1997 prices) of real GDP to APEC, almost double the expected gains from tariff liberalization.

A more recent, November 2003, OECD study
 estimates that the direct and indirect savings from trade facilitation could, potentially, create world-wide income gains of about 40 billion US dollars, with no country or group of countries losing. This is lower than some previous studies primarily because this study is narrower than some other studies (it does not include services) and because it tries to also take into account some of the potential costs of implementation.

The gains from trade facilitation are considerable, especially for small and medium-sized companies (SMEs) for whom the cost of compliance with procedures are proportionally higher (the paperwork and procedures for a one ton or 500$ shipment being almost identical to those for a 20 ton or 500,000$ shipment).  And this is all the more important given that SMEs, as a whole, account in many economies for up to 60% of GDP creation. In terms of trade development, adoption and implementation trade facilitation measures are arguably as important as tariff reductions and should be complementary to each other. Both have the potential to significantly enhance the capacity of small and medium-sized enterprises to participate in international trade.

Therefore, following many years of multilateral trade liberalization under the General Agreement on Tariffs and Trade
, the implementation of trade facilitation measures such as standardization, simplification and harmonization of trade and customs procedures, is now arguably more important than tariff reduction as a policy tool for trade development. 
3. THE ROLE OF THE INTERNATIONAL COMMUNITY

While the WTO has always dealt with issues related to the facilitation of trade, comprising different provisions aimed at enhancing transparency and setting minimum procedural standards – such as Articles V, VIII and X of the GATT or several provisions in agreements like the ones on import licensing, TBT, SPS and others – the WTO legal framework lacks specific provisions, particularly with respect to customs procedures, documentation and transparency issues. The importance of trade facilitation, as a separate issue, was recognized by the WTO in Singapore in 1996, where ministers of the WTO member countries agreed on including trade facilitation in the WTO agenda 
.  The emergence of trade facilitation as a major trade policy issue is reflected in the fact that it is one of the key issues for negotiation in the WTO Doha Development Agenda, which was launched at the Fourth WTO Ministerial Conference (Doha, 2001). The inclusion of trade facilitation in the Agenda has led countries to re-examine their current trade facilitation strategies and procedures in order to take advantage of the latest developments in this field but also, and importantly, to better position themselves for any possible outcome of a strengthened inclusion of trade facilitation within the WTO. The efforts could result in a framework of binding multilateral rules to help ensure a universal, harmonized approach and consistent implementation of trade facilitation and related border agency cooperation.

There are already examples of countries at varying levels of economic development accepting binding obligations in this area, such as through accession to the revised International Convention on the Simplification and Harmonization of Customs Procedures (the revised Kyoto Convention), by which governments commit themselves to the implementation of international rules and standards for the border management of trade and the modernization of customs procedures. However, although several countries have acceded to the Kyoto Convention, including some least developed countries, progress with accession has been slower than expected. Despite the fact that provisions of the Kyoto Convention are binding, accession is voluntary.

4. THE ROLE OF THE UNITED NATIONS

The United Nations approach to trade has also placed increased emphasis on sharing the gains of globalization and the full, equitable and open participation of all countries in trade, for the benefit of all. In this regard, the UN Regional Commissions play an important role.

The development of trade facilitation initiatives, tools and recommendations has been ongoing in the UNECE for over 40 years. The UNECE has developed a range of path breaking Recommendations for best practices in trade procedures and standards for transaction-related information that have been of enormous benefit to government administrations, traders and providers of trade-related services. These recommendations include the widely used UN Layout Key, a guideline for designing documents that allows information to be recorded only once for a whole set of different trade documents. The UN Layout Key is, for example, the basis of the EU Single Administrative Document, and the International Bill of Lading. Other recommendations include the UN Location Code for over 36,000 trade locations in the world, or the Country Code that has been adopted as an ISO standard.

The UNECE was also instrumental in the development and maintenance of international standards supporting electronic data interchange (EDI), the most important product of which is the UN Electronic Data Interchange for Administration, Commerce and Transport (UN/EDIFACT), the global standard for EDI.

Because of the global impact of this work, the UNECE established the United Nations Centre for Trade Facilitation and Electronic Business (UN/CEFACT), which was the successor to the Working Party on the Facilitation of International Trade procedures (WP.4), established in the1960’s. UN/CEFACT is open to participation from all UN member States, whether or not they are from the UNECE region, from intergovernmental organizations and from sectoral and industry associations recognized by the Economic and Social Council of the United Nations (ECOSOC). 

The Centre's objective is to be "inclusive" and it actively encourages organizations to contribute and help develop its recommendations and standards in trade facilitation and electronic business. UN/CEFACT’s work in trade facilitation has included the development of several new Recommendations, the maintenance of existing Recommendations and the promotion of trade facilitation through publications and seminars. Current work includes the development of Recommendations on trade facilitation benchmarking and the establishment of a “Single Window” for the submission of trade documents.

The challenge UN/CEFACT faces is to provide the tools and models that can be used by the trading community for an integrated approach to trade facilitation issues along the international supply-chain. Thus, a multidisciplinary, cross-sectoral approach to operationalize the activities, such as trade and transport and trade and environment is becoming more and more necessary. 

5. THE NEW SECURITY ENVIRONMENT FOR TRADE FACILITATION 

Security issues constitute a real threat to the stability, further development and equalisation of global trade. While it is recognised that security has always been a factor in international trade and that many mechanisms and procedures already exist to address the traditional aspects of this issue, both the nature of the security threat and, importantly, the perception of the nature of that threat have changed dramatically since the recent terrorist events in the United States and elsewhere. Effectively, the focus has shifted from the relatively minor threat to trade (from theft, hijackings, destruction from terrorist interventions, etc.) to the much more alarming threat from trade, where terrorists could use the mechanisms and processes of trade as a tool against the developed (and indeed the developing) world, where the major fear is stemming from smuggling weapons of mass destruction.

In the area of trade security, trade facilitation is seen as a means, which, if properly applied, could greatly enhance both the efficiency and security of the international trading system. Further implementation of advance information and risk management techniques fit well within the supply chain model as developed by UN/CEFACT and further enhancement of this model as well as the International Trade Transaction model would be most beneficial, particularly at the conceptual level for policy development and implementation. This work could be carried out in cooperation with the World Customs Organization (WCO) and other organizations, and with the aim of creating longer-term solutions that enhance the process of trade in a secure, open and inclusive manner.

Indeed, efforts to address trade security issues must be implemented in such a way as to minimize the potential negative side effects, as otherwise a real, and perhaps intended, reward may be handed to the very groups these measures are designed to defeat.  
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� UN Millennium Development Goals, � HYPERLINK "http://www.un.org/millenniumgoals" ��www.un.org/millenniumgoals�, October 2002


� See APEC Economies: Breaking Down the Barriers, A report prepared for the APEC Economic Leaders Meeting, Shanghai, 2001; � HYPERLINK "http://www.apecsec.org.sg" ��http://www.apecsec.org.sg�


� A "Quantitative Assessment of the Benefits of Trade Facilitation", 13 November 2003, OECD document TD/TC/WP(2003)31/FINAL. 


� The GATT/ WTO has made tremendous progress over the last 50 years in lowering tariff barriers. Industrial tariffs, for example, have fallen from an average rate of 40% in 1940 to 2.5% now. As a result, merchandise exports grew, on average, by 6% every year, for the last 50 years. This represented huge savings for traders, greatly encouraged the flow of goods worldwide, created jobs and raised standard of living the world over. This unprecedented growth in turn lays the foundation for long lasting and peaceful international relationship. 


� At the WTO Ministerial Conference in Singapore in 1996 it was agreed to include trade and investment, trade and competition, trade facilitation and transparency in government procurement in the WTO agenda.





