
CHAPTER 4 

Preshipment inspection 

Summary 

Since about the second half of the twentieth century importers have used the services of 
independent inspection companies to certify the quality and quantity of products they 
want to  import.  These  inspections,  which  are conducted  in most  cases  prior to 
shipment and in the country of exportation, assure the importer that the goods conform 
to the technical specifications and the quality standards laid down in the contract and 
that the quantities exported are accurate. The  services of such inspection companies are 
utilized not only by private business firms, but also by State-owned enterprises and 
government departments.  In fact, the  regulations in  many  countries  require  goods 
procured by  government departments  to be inspected and  certified  for quality  and 
quantity by independent and competent inspection companies. 

Since the mid-1960s, the  governments of  some developing  countries have  also been 
using the services of  preshipment inspection (PSI)  companies  to  inspect goods to  be 
imported and to verify their prices, prior  to shipment and in the exporting countries. 
Their basic purpose in doing so is to bring under control the under- or over-invoicing of 
imported goods and other unfair or improper practices. Today,  over 30 countries  in 
Africa, Asia and  Latin America use these services: 

• To  carry out physical inspection of the goods to be imported in order to ensure that 
they conform to  the terms of the contract; 

• To  verify their prices; and 

• To  ensure  that  they  are  classified  by the  exporter  under the  correct  tariff 
classification of  the importing country. 

The physical inspection of goods is  an integral part of the procedures adopted by PSI 
companies to ensure that the prices indicated by the exporter in the invoice reflect the 
true value of the goods and that there is no under- or over-invoicing. Such  inspections 
assure importers that the goods they have ordered meet contractual specifications and 
quality standards, thereby reducing possibilities for dispute  after the goods arrive at 
destination. These  inspections also prevent the import of products that are considered 
harmful to health and therefore cannot be sold (e.g. banned chemicals and pharmaceu-
tical products, substandard  food products) in  the exporting countries. 

In most  PSI-using countries, physical  inspection and  price verification of  almost all 
goods prior to exportation is obligatory for imports  to be permitted. In one country, the 
system is  voluntary and importers using PSI services  are entitled to have their goods 
cleared through  Customs  without further scrutiny  of the value recommended by the 
companies concerned. 

Almost all PSI-using countries exempt goods valued below a specified threshold from 
preshipment inspection. 
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Objectives for using PSI services 

Contracts fo r mandatory preshipment inspections can be grouped into two broad 
categories accordin g t o th e purpos e fo r whic h th e service s o f PS I companie s ar e 
employed. I n th e terminolog y use d b y PS I companies , thes e ar e foreign exchange 
contracts (forex) and customs  contracts. The firs t i s usuall y employe d t o designat e 
contracts whose basic objective (an d that of the government requiring them) i s to 
prevent th e flight  o f capita l throug h over-invoicing . Th e secon d i s use d fo r 
contracts undertake n whe n th e governments ' mai n ai m i s to preven t slippag e o f 
customs revenu e a s a  resul t o f undervaluatio n o r deliberat e misclassificatio n b y 
traders o f goods t o b e importe d unde r low-dut y headings . 

Until abou t a  fe w year s ago , th e predominan t governmen t objectiv e wa s t o 
prevent th e overvaluatio n o f imports . Trader s ten d t o overvalu e import s whe n 
the impor t trad e an d foreig n exchang e transaction s ar e subjec t t o restrictions . 
As a result of the step s which developing countries have taken to liberalize thei r 
trade and foreign exchang e regimes, traders do not generally have at present an y 
incentive t o overvalu e importe d goods . Th e resul t ha s bee n that , a s bo x 1 3 
shows, the majorit y o f the PS I contract s ar e now customs contracts ; their mai n 
aim i s to detec t th e undervaluatio n o f imported goods , with a  view to ensurin g 
that revenu e du e i s full y collecte d an d t o controllin g customs-relate d 
corruption. 

While PSI services are mainly used for the preshipment inspectio n o f imports, a 
few government s als o utiliz e the m t o contro l th e fligh t o f capita l throug h th e 
undervaluation o f exports . 

There ar e currentl y fiv e PS I companie s providin g preshipmen t inspectio n 
services on a  worldwide or a regional basis. The largest among them i s the Sociét é 
générale d e surveillanc e (SGS ) o f Geneva . I t ha s ove r 13 0 affiliate d companies , 
with a  presence in more than 14 0 countries an d a  staff o f over 30,000. The othe r 
four companie s ar e BIVA C Internationa l o f Paris , COTECN A o f Geneva , 
Inchape Testing Services International (ITSI ) o f London, and the Inspectorate of 
the Unite d States . The y ar e al l member s o f th e Preshipmen t Inspectio n 
Committee o f the Internationa l Federatio n o f Inspection Agencies (IFIA) . There 
are indication s tha t othe r companie s providin g eithe r th e sam e o r mor e o r les s 
similar service s may ente r th e marke t i n th e nea r future . 

Background to the negotiations on the PSI Agreement 

The extensio n o f PSI service s to th e mandator y verification o f the price s agree d 
between importe r an d exporte r wa s viewe d wit h concer n b y busines s an d 
industry, especiall y in some developed countries . They were particularly worrie d 
by th e fac t tha t the y wer e aske d t o revis e thei r price s downwar d whe n th e PS I 
companies foun d contractua l price s t o b e overvalued . The y argue d tha t th e 
criteria used by PSI companies fo r price comparison was not always known to the 
exporters. Th e lac k o f transparenc y no t onl y create d uncertaint y abou t th e 
acceptability o f price s negotiate d wit h buyer s bu t als o pu t exporter s i n a 
disadvantageous position , a s ther e wer e n o procedure s fo r appealin g t o 
independent bodie s agains t th e decision s o f PS I companies . Th e delay s i n 
carrying ou t physica l inspection s an d pric e verifications als o delaye d shipment , 
adding t o th e exporters ' costs . 

The Agreement o n Preshipmen t Inspection , negotiate d i n the Uruguay Round , 
attempts t o strik e a  balanc e betwee n th e concern s expresse d b y exportin g 
enterprises i n develope d countrie s an d th e nee d t o safeguar d th e essentia l 
interests o f developin g countrie s tha t conside r PS I service s useful . I t clarifie s 

Agreement on PSI, 
Article 1 
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Box 13 
Countries/areas using PSI services 
Country/area 
Argentina 
Bangladesh 
Benin 
Bolivia 
Burkina Faso 
Burundi 
Cameroon 
Central African 
Colombia 
Comoros 
Côte d'Ivoire 

Republic 

Democratic Republic  of  the Congo 
Ecuador 
Ghana 
Guinea 
Iran, Islamic  Republic  of 
Kenya 
Liberia 
Madagascar 
Malawi 
Mali 
Mauritania 
Mexico 
Mozambique 
Niger 
Nigeria 
Paraguay 
Peru 
Philippines 
Rwanda 
Senegal 
Sierra Leone 
Togo 
Uganda 
United Republic  of  Tanzania 
Uzbekistan 
Zanzibar 

Type of  PSI contract 
Customs 
Customs 
Customs/Forex 
Forex 
Customs/Forex 
Forex 
Customs/Forex 
Customs/Forex 
Customs 
Customs/Forex 
Customs 
Customs 
Customs 
Customs/Forex 
Customs/Forex 
Quality/Quantity 
Customs 
Customs 
Customs/Forex 
Customs/Forex 
Customs 
Customs/Forex 
Customs 
Customs/Forex 
Customs/Forex 
Customs/Forex 
Customs 
Customs 
Customs 
Customs/Forex 
Customs/Forex 
Customs/Forex 
Customs 
Customs 
Customs/Forex 
Forex 
Forex 

that it s provisions appl y only to preshipment activitie s carrie d ou t i n exportin g 
countries tha t ar e "contracte d o r mandate d b y th e government" . Th e ter m 
'preshipment inspection ' i s defined a s "al l activitie s relatin g t o th e verificatio n 
of th e quality , th e quantity , th e price , includin g currenc y exchang e rat e an d 
financial term s and/o r th e custom s classificatio n o f goods t o b e exported" . 

Main provisions of the Agreement 

Agreement on PSI, Th e Agreement furthe r recognize s t ha t a  n u m b er o f developing countrie s us e PSI 
Preamble services , and allows thei r us e "fo r as long as and in so far as" they are "necessary to 

verify th e quality , quant i t y o r pric e o f impor te d goods" . T h e basi c ai m of the 
Agreement i s to lay down a  set of principles an d rules whic h countrie s usin g PSI 
services an d exportin g countrie s hav e t o follo w i n orde r t o ensur e t ha t thei r 
activities d o not cause barrier s t o t rade . 
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Obligations of PSI-using countries 

The obligation s whic h th e Agreement impose s o n countries usin g PS I services 
aim a t ensurin g th e reductio n o r eliminatio n o f th e practica l problem s 
encountered b y exporters as a result of delays by PSI companies i n carrying out 
physical inspection s an d pric e verifications , th e lac k o f transparenc y i n th e 
procedures the y follow , an d th e treatmen t o f confidentia l information . 
Towards thi s end , the Agreement contain s provision s covering , inter  alia: 

• Extensio n o f MFN and national treatment , 

• Protectio n o f confidential busines s information , 

• Avoidanc e o f unreasonable delays , and 

• Th e use of specific guideline s fo r conducting pric e verification . 

Box 1 4 describe s th e mai n feature s o f th e obligation s whic h th e Agreemen t 
imposes o n PSI-using countries . 

Box 14 
Main obligations  of PSI-using countries 
Non-discrimination. Procedures  and criteria should be applied on an equal basis to 
all exporters.  There  should be uniform performance of  inspection by  all inspectors. 
[Agreement on Preshipment Inspection, Article 2.1] 
National treatment.  Countries  using  PSI services  should  not  apply  national 
regulations in a manner that will result in less favourable treatment of the goods being 
inspected in  comparison to  the like domestic product.  [Agreement on Preshipment 
Inspection, Article 2.2] 
Inspection site.  Physical inspection should be carried out in the exporting country and, 
only if this is not feasible, in the country of manufacture. [Agreement  on Preshipment 
Inspection, Article 2.3] 
Standards. Quality  and  quantity inspections  should be conducted according to the 
standards agreed  between buyer and  seller  or, in  their  absence,  international 
standards. [Agreement on Preshipment Inspection, Article 2.4] 
Transparency. Transparency  should  be  ensured  by  providing  exporters  with 
information, inter  alia, on the laws and regulations of user countries on PSI activities, 
and the  procedures and  criteria  used for inspection.  [Agreement  on Preshipment 
Inspection, Article 2.5 to  2.8] 
Protection of  confidential information.  Confidential  information should  not be 
divulged to third parties. [Agreement on Preshipment Inspection, Article 2.5 to 2.13] 
Delays. Unreasonable  delays should  be  avoided.  [Agreement  on Preshipment 
Inspection, Article 2.15 to  19] 

Price verification.  See  box 15. 

Guidelines for conducting price verification 

The Agreemen t stipulate s tha t i n order t o determine whethe r th e export pric e 
reflects th e correct value of the goods, PSI companies coul d compar e thi s pric e 
with th e prices o f identica l o r simila r good s offere d fo r expor t fro m th e sam e 
country o f exportatio n 

- t o the country o f importation, o r 

- t o other markets . 

However, where fo r price compariso n purpose s the prices charged fo r export to 
countries othe r tha n th e countr y o f importatio n ar e used, th e economi c an d 
other factor s tha t influenc e th e prices charge d t o different countrie s shoul d be 
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taken int o account . I n othe r words , th e rule s recogniz e tha t firm s ofte n charg e 
varying price s fo r differen t markets , takin g int o accoun t deman d an d growt h 
potential a s well a s factors suc h a s per capit a incom e an d standard s o f living i n 
these markets . An exportin g fir m ma y thu s charg e highe r price s fo r it s export s 
of, say , shirt s t o Europ e tha n i t doe s fo r export s t o Africa . Th e Agreemen t 
stipulates tha t whe n third-countr y price s ar e use d fo r price-compariso n 
purposes, th e factor s responsibl e fo r variation s i n th e price s charge d t o 
importers i n differen t countrie s shoul d b e take n int o accoun t an d PS I 
companies shoul d no t "arbitraril y impos e th e lowes t price upon th e shipment" . 
In addition , i t state s tha t PS I companie s shoul d mak e appropriat e allowance s 
for certai n "applicabl e adjustin g factors " i n regar d t o th e expor t pric e o f th e 
goods being inspected an d the price s of identical o r similar goods being used fo r 
price comparison . (See  box 1 5 fo r details. ) 

Box 15 
Agreement on  Preshipment  Inspection:  Provisions  on  price 
verification 
(the text of Article 2:20) 
User Members shall ensure that,  in  order to prevent over- and  under-invoicing  and 

fraud, preshipment  inspection  entities conduct  price verification according to  the 
following guidelines: 

(a) preshipment  inspection  entities shall  only  reject  a contract  price agreed 
between an exporter and an importer if they can demonstrate that their findings of 
an unsatisfactory  price are based on a verification process which is  in conformity 
with the criteria set  out in subparagraphs (b)  through (e); 
(b) the  preshipment  inspection  entity  shall  base  its  price  comparison for the 
verification of  the export price on the price(s) of  identical or similar goods offered 

for export  from the  same country of exportation at or about the same time, under 
competitive and comparable  conditions  of sale,  in  conformity  with customary 
commercial practices and net  of  any  applicable  standard discounts.  Such 
comparison shall  be based on the following: 

(i) only  prices providing a valid  basis of comparison shall  be used, taking 
into account  the  relevant  economic  factors pertaining  to  the  country  of 
importation and a country or countries used for price  comparison; 
(ii) the  preshipment inspection entity  shall  not rely upon the price of goods 
offered for export  to different countries of importation to arbitrarily impose the 
lowest price upon the shipment; 
(iii) the  preshipment inspection entity  shall  take  into  account  the specific 
elements listed in subparagraph (c); 
(iv) at  any  stage  in  the process described above, the  preshipment inspection 
entity shall provide the exporter with an opportunity to explain the  price; 

(c) when  conducting price verification, preshipment inspection entities shall make 
appropriate allowances for the  terms of the sales contract and generally applicable 
adjusting factors pertaining to the transaction; these  factors shall include but not 
be limited to the commercial level and quantity  of  the sale, delivery periods and 
conditions, price  escalation clauses,  quality  specifications, special  design features, 
special shipping  or  packing  specifications,  order size,  spot  sales,  seasonal 
influences, licence  or other intellectual property fees, and services rendered as part 
of the contract if these are not customarily invoiced separately;  they  shall also 
include certain elements relating  to the exporter's price,  such  as the  contractual 
relationship between the  exporter and importer; 

76 
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(d) the  verification of transportation charges shall relate only to the agreed price of 
the mode  of transport  in  the  country  of  exportation as  indicated  in the  sales 
contract; 
(e) the  following shall not he used for price  verification purposes: 

(i) the  selling price in the country of importation of goods produced in such 
country; 
(ii) the  price of goods for export  from a  country  other than the  country of 
exportation; 
(iii) the  cost of production; 
(iv) arbitrary  or fictitious pnces or values. 

Differing rules on the verification of prices in the Agreement on PSI and 
on the valuation of goods in the Agreement on Customs Valuation 

The main differences in the provisions of the two Agreements 

Since one of the main aim s of governments i n using PSI services is to prevent th e 
loss of customs revenue from undervaluatio n o f goods, the question arise s of how 
Customs shoul d us e th e price s recommende d b y PS I companie s i n determinin g 
value fo r custom s purposes . Th e issu e i s of importanc e sinc e unde r th e Brussel s 
Definition o f Value , th e syste m curren t i n al l PSI-usin g countries , custom s 
authorities hav e considerabl e flexibility  t o us e th e price s recommende d b y th e 
PSI companie s i n determinin g custom s value . However , thes e countrie s ar e 
obliged to change to the system prescribed by the Agreement on Customs Valua -
tion when th e dela y period availabl e t o developin g countrie s fo r it s implementa -
tion expire s o n 1  January 2000 . 

The stricte r discipline s whic h th e Agreemen t o n Custom s Valuatio n impose s 
considerably restrain s th e right s o f Custom s t o us e the pric e recommendation s 
of PS I companies . Moreover , th e Agreemen t prohibit s countrie s fro m usin g 
prices charge d b y th e sam e exporter s t o thei r thir d market s a s a  basi s fo r 
valuation. B y contrast, th e PS I Agreement permit s the m t o use such prices but , 
as noted earlier , lays down certain guidelines which they must take into accoun t 
in recommendin g prices . (See  box 15. ) Takin g thi s situatio n int o account , th e 
Agreement o n Custom s Valuatio n clarifie s th e rol e o f Custom s b y statin g tha t 
the obligation s o f use r membe r countrie s "wit h respec t t o th e service s o f 
preshipment inspectio n entitie s (i n connection with customs valuation) shal l be 
the obligation s whic h the y hav e accepted " unde r th e Agreemen t o n Custom s 
Valuation. 

Practical implications of the differences 

The ai m o f the abov e clarificatio n i s to ensur e tha t custom s administration s i n 
countries havin g recours e t o PS I service s use the price s recommended b y the m 
only as test values o r advisory opinion s when checldn g the trut h o r accuracy of 
the importer' s declare d value . Custom s coul d us e suc h recommende d price s a s 
test values even when th e recommended price s are arrived a t on the basis of th e 
prices charge d b y exporter s t o third-countr y markets . 

Customs howeve r canno t automaticall y determin e dutiabl e valu e fo r levyin g 
customs dutie s o n th e basi s o f price s recommende d b y a  PS I company . A n 
examination ha s t o b e carrie d ou t i n eac h case . I f o n th e basi s o f th e 
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examination an d a  compariso n o f th e pric e declare d b y th e importe r an d th e 
one recommende d b y th e PS I company , i t find s tha t th e latte r reflect s th e 
correct pric e an d th e importe r doe s no t contes t it , the value ca n b e determine d 
on the basi s o f that price . In al l such cases , it will be necessary to ensur e tha t i n 
arriving a t th e recommende d price , the PS I compan y ha s followe d th e rule s o n 
adjustments fo r variou s element s (e.g . buyin g commission s an d sol e agenc y 
commissions) lai d dow n b y the Agreement o n Custom s Valuation . 

There wil l alway s b e a  fe w importer s wh o wil l contes t th e PSI-recommende d 
prices tha t ar e acceptabl e t o Customs , an d maintai n tha t th e price s the y hav e 
declared reflec t th e tru e valu e o f goods . Suc h importer s hav e a  righ t t o expec t 
Customs t o giv e the m th e opportunit y t o produc e documentar y an d othe r 
evidence t o justif y thei r declare d price . If , afte r examinin g th e evidence , 
Customs stil l maintain s tha t th e pric e declare d b y the importe r involve s eithe r 
under- o r over-valuation , i t canno t unde r th e provision s o f th e Agreemen t o n 
Customs Valuatio n determin e valu e o n th e basi s o f th e PSI-recommende d 
price.8 I t wil l hav e t o determin e i t b y usin g th e method s lai d dow n i n th e 
Agreement fo r th e determinatio n o f value when th e transactio n valu e declare d 
by th e importe r i s no t acceptable . Thes e methods , inter  alia,  provid e fo r th e 
determination o f th e valu e o f importe d good s o n th e basi s o f th e valu e 
determined i n earlie r transaction s involvin g identica l o r simila r goods . Whe n 
the valu e canno t b e determine d unde r thes e methods , i t ha s t o b e determine d 
on th e basi s o f pric e o f th e importe d good s i n th e domesti c marke t o f th e 
importing countr y (deductiv e value ) o r o n th e basi s o f cos t o f productio n 
(computed value) . 

Obligations of exporting countries 

So far the discussion has centred on the obligation which the Agreement o n PS I 
imposes o n countrie s usin g PS I service s wit h a  view to ensurin g tha t practice s 
followed an d action s take n b y PS I companie s d o no t caus e barrier s t o trade . 
The Agreemen t als o impose s certai n obligation s o n countrie s whic h expor t t o 
PSI-using countries . Thes e ar e designate d i n th e Agreemen t a s 'exportin g 
countries'. Th e mai n obligation s whic h th e Agreemen t impose s o n thes e 
countries ar e summarize d below : 

• Non-discrimination.  Law s an d regulation s tha t ma y hav e bee n adopte d t o 
govern th e operatio n o f PS I service s shoul d b e applie d o n a 
non-discriminatory basis . 

• Transparency.  All suc h law s an d regulation s shoul d b e published . 

As noted earlier , the Agreement visualizes the use of preshipment inspectio n b y 
developing countries onl y on the shor t term. Fo r the long term, the objectiv e o f 
these countrie s shoul d b e to reduce relianc e o n th e use of PSI service s to detec t 
customs malpractices and fraud b y gradually developing the technical capacitie s 
of their customs administrations t o deal with suc h practices. To assist PSI-usin g 
countries i n buildin g u p suc h capacities , th e Agreemen t call s o n exportin g 
countries t o provid e the m wit h technica l assistance , wit h a  vie w t o graduall y 
reducing thei r relianc e o n PS I service s fo r verifyin g prices . 

Agreement on PSI, 
Article 3: 1 

Agreement on PSI, 
Article 3: 2 

Agreement on PSI, 
Article 3:3 . 

8 Thi s applie s eve n whe n th e PS I compan y ha s arrive d a t th e pric e b y adherin g t o th e rule s o f 
the Agreement o n Custom s Valuation . 
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Consideration of complaints and settlement of disputes 

Agreement on PSI, On e o f the majo r criticism s mad e b y exporters o f PSI activitie s was the absenc e 
Article 2:21; Article 4 o f an institutiona l mechanis m fo r considering complaints o n arbitrary o r wrong 

decisions. T o facilitat e th e consideratio n o f suc h grievances , th e Agreemen t 
establishes a  three-tie r mechanism . 

First, th e Agreemen t call s o n PS I entitie s t o designat e official s t o who m 
exporters ca n appea l agains t th e decision s o f PS I entities . 

Second, i t establishe s a n independen t revie w entit y (IE ) t o whic h bot h 
exporters an d PS I entitie s ca n submi t grievances . The I E i s constituted jointl y 
by WTO, th e Internationa l Chambe r o f Commerce (ICC , which represent s th e 
interests o f exporters), and th e Internationa l Federatio n o f Inspection Agencie s 
(IFIA, which represents the interests of PSI companies). W TO i s responsible fo r 
the administratio n o f the IE . 

Third, th e Agreemen t recognize s th e righ t o f th e government s o f countrie s 
using PS I service s an d o f th e exportin g countrie s t o invok e WT O disput e 
settlement procedures , i f they conside r tha t th e rule s o f the Agreement ar e no t 
being adhere d to . 

A complain t ca n b e submitte d t o th e I E by a n exportin g enterpris e o r by a  PS I 
company. Onc e a  complain t i s filed , th e I E i s expecte d t o appoint , wit h th e 
agreement o f th e partie s t o th e complaint , eithe r a  singl e trad e exper t o r a 
three-member panel . Wher e a  pane l i s constituted , on e membe r i s nominate d 
by ICC, the second by IFIA and the third, who should be a trade expert and who 
will ac t a s chairman, b y the I E itself . The pane l i s required t o mak e a  decision , 
by a  majorit y vote , withi n eigh t workin g day s fro m th e filin g o f th e dispute . 
Both partie s t o th e disput e ar e require d t o mak e financia l deposit s t o cove r 
expenditures incurre d b y th e panel . 

These procedure s have , however, no t been s o far invoke d eithe r by exporters o r 
by PS I companies . 

Review of the provisions of the Agreement 

Agreement on PSI , Recommendation s adopted to clarify the rules of the Agreement 
Article 6 

The Agreement provides that it s provisions should be reviewed at the end of the 
second year of its operation. To carry out such a  review the Genera l Counci l ha s 
appointed a  Working Part y o n Preshipmen t Inspection . 

The wor k don e b y th e Part y ha s resulte d i n th e adoptio n o f recommendation s 
clarifying an d improvin g th e provision s i n th e Agreement . Thes e ar e se t ou t 
below.9 

• Responsibility  for  determining  dutiable  value  should  rest  with  Customs.  Pric e 
verification b y PS I entitie s fo r custom s purpose s shoul d b e limite d t o 
providing technica l advic e t o facilitat e th e determinatio n o f custom s valu e 
by th e use r Member . I n thi s regard , th e ultimat e responsibilit y fo r custom s 
valuation an d revenu e collectio n shoul d res t wit h use r Members . Al l 
activities o f PS I entitie s shoul d b e monitore d b y user Member s wh o shoul d 
be encourage d t o reflec t thi s i n nationa l legislatio n o r administrativ e 
regulations. 

9 Source : "Repor t o f th e Workin g Part y o n Preshipmen t Inspectio n t o th e Genera l Council" , 
2 Decembe r 199 7 (WT O documen t G/L7214) . 
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• Making  publicly  available  price verification criteria. A  use r Membe r shoul d b e 
required to : 

- Mak e publicl y availabl e a  single se t o f price verification criteria , an d 

- Infor m exporter s an d importer s o f the applicabl e valuation methodology . 

The pric e verificatio n criteri a shoul d includ e th e custom s valuatio n 
methodology, a s specifie d i n use r Members ' nationa l legislatio n o r 
administrative regulations , use d whe n providin g technica l advic e o n custom s 
valuation. I n this regard , user Members shoul d encourag e PS I entities to utiliz e 
electronic mean s fo r purpose s o f providin g th e require d informatio n t o 
exporters an d importers . 

User Member s shoul d ensur e tha t request s fo r informatio n d o no t g o beyon d 
that require d b y th e provision s o f th e Agreemen t o n Preshipmen t Inspection . 
Reciprocally, exporte r members shoul d infor m use r Members when the y becom e 
aware tha t th e PS I entities ' request s fo r informatio n g o beyond thes e Articles . 

• Site  for  inspection.  Use r Member s shoul d ensur e tha t PS I entitie s ar e 
encouraged t o establis h loca l foca l point s i n countrie s wher e the y d o no t 
have physical , on-sit e representation . 

• Use  of electronic means  of  communication. The establishmen t o f We b site s b y 
IFIA and b y PS I entitie s with on-lin e service s would enhanc e th e efficienc y 
of PS I operation s i n suc h area s a s procedures , methods , inspectio n criteria , 
responses t o enquiries , an d disseminatio n o f othe r usable , essentia l 
information b y importer s an d exporters . I n additio n t o providin g har d 
copies, PSI entitie s shoul d b e encouraged t o communicat e Clea n Report s o f 
Findings (CRFs ) t o importer s an d exporter s throug h electroni c means . 

• Avoidance  of delays. User Members shoul d ensure that PS I entities issue CRF s 
to importer s an d exporter s immediatel y o n receip t o f th e fina l document s 
and completio n o f inspection . I n n o cas e shoul d th e issu e o f a  CR F excee d 
five working days afte r a n inspection . I f a  CRF has no t been issued , the use r 
Member shoul d ensur e tha t th e PS I entit y put s ou t a  detaile d writte n 
explanation specifyin g th e reason s fo r non-issuance . 

• Protection  of  confidential  information.  Use r Member s shoul d ensur e tha t 
contracts wit h PS I entitie s o r nationa l implementin g legislatio n o r 
administrative regulation s specif y procedure s t o b e undertake n b y suc h 
entities t o limi t th e confidentia l busines s informatio n the y see k fro m 
exporters t o tha t provide d fo r unde r th e Agreemen t an d t o ensur e tha t an y 
such informatio n obtaine d b y PSI entitie s i s not use d fo r an y other purpos e 
than PS I activitie s fo r th e use r Members . An y breac h o f th e rul e o f 
confidentiality b y the PSI entity is an action that may be brought agains t th e 
PSI entit y i n th e appropriat e judicia l o r administrativ e foru m o f th e use r 
Member. 

• Fee  structures. User Member s shoul d ensur e tha t contract s wit h PS I entitie s 
or nationa l implementin g legislatio n o r administrativ e regulation s provid e 
for fe e structure s tha t d o no t creat e incentive s fo r potentia l conflict s o f 
interest i n an y wa y tha t ma y b e inconsisten t wit h th e objective s o f th e 
Agreement. Additionally , contract s wit h PS I entitie s o r nationa l 
implementing legislatio n o r administrativ e regulation s shoul d specif y tha t 
PSI entitie s shoul d no t inspec t transaction s involvin g product s i n whic h a 
PSI entit y o r it s relate d compan y ma y hav e a  commercia l interest . 

• Consideration  of complaints from exporters.  Member s shoul d ensur e tha t th e PS I 
entity, whe n respondin g t o a  disput e o n pric e verification , provide s a 
detailed writte n explanatio n withi n 1 0 day s o f receip t o f th e complaint , 
setting fort h th e basi s o f it s opinio n o f valu e b y referenc e t o th e specifi c 
applicable element s o f th e pric e verification criteria . 
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• Use  of a model contract. Members mus t ensure that contracts ar e in conformit y 
with th e provision s o f th e PS I Agreemen t an d ar e encourage d t o conside r 
following whereve r possibl e th e mode l contrac t tha t ha s bee n develope d b y 
the Workin g Party . 

• Selectivity  and  risk  assessment.  Member s shoul d examin e incorporatin g th e 
principles o f selectivit y an d ris k assessmen t i n thei r contracts . 

• PSI  auditing.  Member s considerin g havin g thei r PS I programme s audite d 
should be guided by the principles that have been developed by the Workin g 
Party o r ensure that , when alternativ e criteri a ar e used, the principle s o f th e 
PSI Agreement ar e respected . 

• Technical  assistance.  Develope d countrie s mus t ensur e tha t developin g 
countries receiv e th e necessar y technica l assistanc e fo r domesti c capacit y 
building i n orde r tha t th e transitio n fro m PS I ca n b e made . 

Future monitoring 

Future monitorin g o f the Agreement o n PS I will be undertaken initiall y by th e 
Committee o n Customs Valuation, where PSI will be a standing agenda item . 

Business implications 

It i s importan t t o not e tha t th e Agreemen t provide s tha t countrie s usin g th e 
services o f PS I companie s fo r verificatio n o f price s shoul d d o s o onl y fo r 
temporary period s o f time . Th e long-ter m objectiv e shoul d b e graduall y t o 
reduce thei r dependenc e o n th e us e o f thes e services , b y developin g th e 
capacities o f their custom s official s t o detec t case s of undervaluation an d othe r 
customs malpractices . 

The clarification s o f th e rule s o f th e PS I Agreemen t describe d abov e see k t o 
reduce further , i f no t completel y eliminate , th e difficultie s enterprise s 
experience i n exportin g t o countrie s usin g PS I services . I n addition , th e 
Agreement ha s create d a  mechanism fo r th e consideratio n o f complaints . Thi s 
will enabl e exporter s who believ e tha t thei r price s hav e been revise d arbitraril y 
by th e verifyin g inspecto r t o complai n t o a  designate d senio r officia l o f th e 
inspecting compan y and , i f the y ar e no t satisfied , t o brin g th e matte r u p fo r 
consideration b y th e independen t revie w entity , whic h ha s bee n establishe d 
under th e Agreement . 

Governments o f PSI-usin g countrie s benefi t fro m th e increase d custom s 
revenue resultin g from th e detectio n o f undervaluation an d fro m th e declin e i n 
the flight  o f capital through overvaluation . The employment o f PSI services also 
brings indirec t benefit s t o business enterprises . First , i t speeds up th e clearanc e 
of goods . Second , th e us e o f PS I service s lower s th e leve l o f customs-relate d 
corruption, thereb y reducin g demand s fo r under-the-tabl e payment s fo r 
imported good s t o b e cleared . A s ha s bee n said , on e o f th e objective s o f 
governments usin g PS I service s i s t o brin g customs-relate d corruptio n unde r 
control. Third , whe n verifyin g prices , PS I companie s carr y ou t physica l 
inspections o f goods to be imported i n order to ensure tha t the y conform t o th e 
conditions stipulate d i n contracts betwee n importer s an d exporter s i n regard t o 
quality an d quantity . Excep t therefore i n case s o f low-value imports , which ar e 
not inspected , importer s obtai n a n assuranc e tha t th e good s the y wil l receiv e 
will b e i n conformit y wit h th e term s o f thei r contracts . However , a s PS I 
companies ente r int o contract s wit h governments , importer s hav e n o righ t o f 
recourse t o thes e companie s i f the y (th e importers ) ultimatel y fin d tha t th e 
imported good s d o not , i n fact , mee t th e term s o f thei r contracts . 
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