
CHAPTER 2 5 

Trade facilitation 

Trade facilitatio n i s on e o f th e ne w subject s adde d t o th e W T O wor k 
programme a t th e 199 6 Singapor e Ministeria l Conference . Th e Ministeria l 
Declaration o f tha t Conferenc e directe d th e Counci l fo r Trad e i n Good s t o 
undertake explorator y an d analytica l work in this area . The relevan t paragrap h 
in th e Declaratio n read s a s follows : 

[The Ministers ] direc t the Counci l fo r Trade i n Goods to undertake explorator y 
and analytica l work , drawin g o n th e wor k o f othe r relevan t internationa l 
organizations, on the simplification of trade procedures, in order to assess the scope 
for WTO rules in this area. 

The discussio n i n thi s chapte r i s organized a s follows : 

• Th e internationa l an d regiona l governmenta l an d othe r organization s tha t 
have been doin g work in this area , the work done s o far, an d work underwa y 
in th e mai n organizations . 

• Th e concept of trade facilitation an d the provisions of the W TO Agreement s 
aiming specificall y a t promotin g trad e facilitation . 

• Th e mai n reason s behin d th e proposal s fo r involvin g W TO i n th e work o n 
trade facilitatio n an d th e subjec t area s suggeste d fo r inclusio n i n th e wor k 
programme. 

• Ongoin g discussion s i n WTO . 

Work by international organizations other than WTO 

The recognitio n tha t method s fo r doing business an d governmenta l procedure s 
for clearin g internationall y trade d good s coul d lea d t o delay s an d ad d t o cost s 
has prompte d a  number o f organization s t o adop t convention s an d othe r lega l 
instruments tha t la y dow n rules , recommendation s o r standard s t o facilitat e 
trade. Bo x 6 0 list s th e variou s internationa l inter-governmenta l an d 
non-governmental organization s tha t ar e currentl y engage d i n wor k o n trad e 
facilitation. 

Most of the organizations listed in the box cover the limited subject areas fallin g 
within thei r mandates . 

WTO law on trade facilitation 

Defining trade facilitation 

There i s n o agree d definitio n o f trad e facilitatio n an d th e ter m i s use d i n 
different organization s t o cove r differen t range s o f activities . A t th e broades t 
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Box 60 
Organizations engaged  in  work  on  trade  facilitation 

International inter-governmental  organizations 

International Civil Aviation Organization  (ICAO) 
International Monetary Fund (IMF) 
International Maritime Organization  (IMO) 
International Trade Centre UNCTAD/WTO (ITC) 
Organisation for Economie  Co-operation and Development (OECD) 
United Nations Conference  on Trade and Development (UNCTAD) 
United Nations Economic  Commission for Europe  (ECE) 
United Nations Commission  on  International Trade Law (UNCITRAL) 
United Nations Economic  and Social  Commission for Asia and  the  Pacific 

(ESCAP) 
World Customs  Organization (WCO) 
World Bank 

International non-governmental  organizations 

International Chamber of Commerce (ICC) 
International Chamber of Shipping (ICS) 
International Air Transport  Association (IATA) 
International Organization for Standardization  (ISO) 
International Road Transport  Union (IRU) 
International Federation of  Freight Forwarders Associations (FIATA) 

Regional organizations,  free  trade  areas  and  customs  unions 

Asia-Pacific Economic Cooperation forum (APEC) 
European Union (EU) 
North American Free Trade  Agreement (NAFTA) 

level, the ter m i s applied t o includ e th e wor k don e b y UNCTA D t o encourag e 
countries t o establis h nationa l Trad e Point s whic h grou p together , eithe r 
physically o r electronically , th e variou s agencie s participatin g i n foreig n trad e 
transactions s o tha t the y ca n provid e th e service s require d t o complet e suc h 
transactions efficientl y an d promptly . I n the narrowe r sense , however, the ter m 
is applied to work on improvin g the documentary requirement s an d procedure s 
imposed b y countrie s t o secur e complianc e wit h th e rule s applicabl e t o trade d 
goods a t th e tim e o f importation , exportatio n an d durin g transit . Suc h 
measures include : 

• Custom s contro l measure s t o obtai n complianc e wit h custom s law s an d 
regulations; 

• Technica l regulation s t o ensur e tha t good s mee t th e mandator y standard s 
specified i n nationa l law s an d regulations ; 

• Veterinar y inspection s o f animal s an d anima l product s t o protec t anima l 
and huma n lif e fro m th e pest s an d disease s tha t the y ma y carry ; 

• Phytosanitar y inspection s o f plant s an d plan t product s t o preven t th e 
introduction an d th e sprea d o f pests ; 

• Qualit y contro l inspection s (othe r tha n thos e mentione d above ) t o ensur e 
that th e good s correspon d t o th e minimu m internationa l o r nationa l 
standards specifie d i n relevan t law s an d regulations . 
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WTO Agreements: provisions on trade facilitatio n 

In som e o f the area s covered b y the narrowe r definition , th e WT O Agreement s 
carry provision s whic h facilitat e trade , a s can b e see n i n bo x 61. 

Box 61 
WTO provisions 

Subject areas 

Customs control 
measures 

Compliance with 
technical, sanitary 
and phytosanitary 
regulations 

to facilitate trade 

WTO Agreements 

• Agreement  on Customs  Valuation.  This  delineates  the 
rules for determining  the value of imported goods for the 
purpose of  levying  ad  valorem  customs  duties. 
(See chapter 3.) 

• Agreement  on Rules of  Origin. The  agreement on this 
subject is being developed in  WTO  on  the  basis of the 
technical work currently being undertaken by  WCO  on 
the harmonization of rules of origin. The agreement will 
set out  the  rules  for determining  the  origin  of goods 
imported on an  MFN  basis  for such  purposes as the 
application of  safeguard  measures  or  the  levy  of 
anti-dumping duties. (See chapter 12.) 

• Agreement  on Preshipment  Inspection. The Agreement 
specifies the  rules  on how  prices recommended by  PSI 
companies, after verification  before  importation in the 
importing country, can be used to determine value for 
Customs purposes. (See  chapter 4.) 

• Agreement  on  Import  Licensing  Procedures.  The 
Agreement lays  down  rules  on the  issuance  of  import 
licences covering products to which licensing systems are 
applicable. (See  chapter 6.) 

The Agreements on Technical Barriers to Trade and on the 
Application of  Sanitary  and  Phytosanitary  Measures  set 
out principles and rules  which  seek to  ensure that  rules  and 
procedures adopted at the  national level in the areas covered 
by the  Agreements do  not constitute barriers to  trade. (See 
chapter 5.) 

In addition,  GATT  1994  contains  provisions which, by 
adding transparency to rules and regulations adopted at the 
national level  and  by  ensuring  that they  do not constitute 
barriers to  trade, aim at facilitating trade. 

• Article  V:  Freedom of transit. 
• Article  VIII:  Fees  and  formalities  connected  with 

importation and exportation. 
• Article  X:  Publication  and  administration  of  trade 

regulations. 

Proposals calling for WTO involvement in trade facilitation 

Reasons for the proposals 

It i s important t o not e tha t th e mai n thrus t o f the W TO provision s cite d abov e 
is th e remova l o f th e non-tarif f barrier s resultin g fro m th e rule s applie d b y 
countries a t th e borde r t o importe d an d exporte d goods . 
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Over the years, international organization s hav e been developin g guidelines fo r 
countries t o follo w i n adoptin g procedure s a t th e practica l leve l i n relation , fo r 
instance, t o th e custom s clearanc e o f impor t an d expor t goods . I n th e proces s 
they hav e gaine d considerabl e expertis e o n trad e facilitation . Th e proposal s 
calling fo r th e involvemen t o f W T O i n additio n hav e thre e broa d reason s 
behind them . 

Improving the enforceability of the rules 
The firs t ha s to do with th e differenc e i n the lega l nature an d th e enforceabilit y 
of obligation s withi n th e W T O framewor k an d thos e develope d b y othe r 
organizations. 

The bul k o f th e rule s o f th e W T O Agreement s ar e legall y bindin g o n membe r 
countries. By contrast, only a small number o f the legal instruments adopte d b y 
other organization s lik e EC E an d WC O impos e bindin g obligations . Mos t o f 
them tak e th e for m o f guidelines, o f which th e Unite d Nation s Layou t Ke y fo r 
Trade Documents , the United Nation s EDIFACT (Electroni c Data Interchang e 
for Administration, Commerc e an d Transport ) standard s fo r dat a transmissio n 
through computers , an d th e IS O standard s ar e examples . The y ma y als o b e 
issued a s models o r a s recommended procedure s o r practice s (e.g . the Annexe s 
to th e Internationa l Conventio n o n th e Simplificatio n an d Harmonizatio n o f 
Customs Procedures , als o know n a s the Kyot o Convention) . 

These guideline s o r recommended practice s d o no t impos e bindin g obligation s 
but simpl y cal l o n countrie s t o us e thei r 'bes t endeavours ' t o abid e b y them . 
Most of them do not need to be formally accepted and ratified b y governments. 

Enforceability, eve n i n th e cas e o f th e smal l numbe r o f instrument s tha t ar e 
binding (fo r instance , th e mai n tex t o f th e Kyot o Conventio n bu t no t it s 
Annexes), differ s considerabl y fro m tha t impose d b y th e W T O lega l 
instruments. 

These difference s emanat e fro m th e natur e o f th e sanction s availabl e i n th e 
event o f breach . Countrie s whos e interest s ar e adversel y affecte d b y anothe r 
country's failur e t o compl y wit h a  W T O rul e ca n invok e disput e settlemen t 
procedures. Failur e t o carr y ou t th e decision s o f th e Disput e Settlemen t Bod y 
can lea d t o th e impositio n o f retaliator y countermeasure s b y aggrieve d 
countries. Suc h countermeasure s ca n tak e th e for m o f increase d tariff s o n 
imports fro m th e countr y i n defaul t o r th e paymen t o f compensatio n b y thi s 
country. 

No suc h sanction s ar e availabl e unde r th e instrument s develope d b y othe r 
organizations. Whil e som e instrument s d o carr y provision s fo r th e 
consideration o f complaint s agains t non-complianc e b y managemen t 
committees an d fo r the settlement o f disputes, the only sanction they provide is 
moral pressur e and , i f that fails , censure . 

By adoptin g rule s i n som e o f thes e area s i n W T O o r b y bringin g som e o f th e 
instruments negotiate d i n othe r organization s withi n th e ambi t o f WT O law , 
the proponent s o f the proposa l hop e t o mak e th e rule s more enforceable . Suc h 
rules woul d generall y b e bindin g an d woul d carr y with the m th e threa t o f th e 
imposition o f trad e sanction s i n th e even t o f non-compliance . 

In this context , i t is important t o note tha t while the W TO Agreement s impos e 
binding obligation s o n Members , i n a  fe w case s membe r countrie s ar e merel y 
required t o us e thei r bes t endeavour s t o implemen t som e o f thei r provisions . 
For instance , mos t o f th e provision s o n specia l an d differentia l treatmen t o f 
developing countrie s impos e best-endeavou r obligation s o n develope d 
countries. 
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Improving political  willingness  to  abide by  rules 
The secon d reaso n fo r suggestin g tha t W T O shoul d develo p rule s i n ne w 
subject area s i s i n th e domai n o f politica l economy . Th e proponent s believ e 
that, give n th e importanc e bein g attache d t o th e W T O lega l syste m i n th e 
globalizing worl d economy , countrie s wil l b e mor e willin g t o appl y th e 
standards or recommendations o f other organizations i f they are brought withi n 
the ambi t o f the W T O system . 

This ca n b e don e i n tw o ways . On e i s t o impos e bindin g obligation s tha t i n 
certain area s membe r countrie s wil l abid e b y th e rule s develope d b y othe r 
international organizations . Th e Agreement s o n TB T an d SP S stipulate , fo r 
instance, that standard s adopte d b y ISO, the Code x Alimentarius Commission , 
the Internationa l Plan t Protectio n Conventio n an d th e Internationa l Offic e o f 
Epizootics shoul d b e treate d a s internationa l standard s an d impos e bindin g 
obligations o n countrie s t o us e them a s a  basis fo r thei r mandator y regulation s 
unless the y ca n justif y th e nee d fo r deviation s unde r th e specifi c exception s 
provided b y the Agreements . 

The othe r approac h i s t o mak e certai n convention s o r agreement s par t o f th e 
W T O lega l system. The Agreement o n TRIPS , for instance , by reference t o th e 
Berne Convention , make s i t par t o f th e Agreemen t an d impose s additiona l 
obligations on Members . I t is argued that , i n a similar way, it may be possible t o 
make complianc e wit h th e "th e Kyot o Conventio n an d it s Annexes a s wel l a s 
the othe r standard s an d recommendation s develope d b y othe r organizations " 
mandatory b y integratin g the m int o th e W T O system . 

Necessity for adopting  international  standards  on  electronic data 
transmission 
The third reaso n fo r suggesting WTO's greate r involvement i n trade facilitatio n 
arises fro m th e technologica l progres s i n transmittin g dat a throug h electroni c 
devices, making it increasingly necessary for al l countries to adopt internationa l 
standards. Th e developmen t o f th e UN/EC E EDIFAC T standar d fo r dat a 
transmission, fo r instance , wa s stimulate d b y th e difficultie s bein g cause d b y 
the differin g standard s fo r dat a transmissio n i n th e Unite d State s an d th e 
European Union . Countrie s which fai l to encourage the electronic transmissio n 
of th e dat a require d b y banks , importers , othe r trad e operator s an d Custom s 
will find themselve s a t an increasing disadvantage i n international markets . The 
involvement o f W T O wil l furthe r encourag e wor k a t th e technica l leve l t o 
develop dat a transmissio n standard s an d ensur e tha t suc h standard s ar e 
adopted b y al l countries . 

Subject areas suggested for inclusion in a WTO work programme on 
trade facilitation 

The specifi c subject s t o b e include d i n a  W T O wor k programm e o n trad e 
facilitation hav e no t ye t bee n identifie d an d th e questio n o f whethe r WT O 
should pla y a direct rol e in the subjec t are a has no t yet been decided . However , 
the submission s mad e by some countries provide som e indications o f a possible 
W T O role . Broadly speaking, they say that i t may be desirable to adopt bindin g 
rules i n th e followin g areas : 

• Adoptio n o f continuou s o r non-sto p procedure s fo r th e clearanc e o f good s 
by electroni c means . 

• Adoptio n o f binding uniform standard s fo r th e transmissio n o f informatio n 
through electroni c mean s b y usin g standard s develope d b y UN/ECE , IS O 
and UNCTAD . 
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• Adoptio n o f audit-base d system s fo r custom s control . Unde r thes e system s 
consignments ar e no t checke d individually ; the y us e ris k assessmen t an d 
management procedure s an d allo w authorize d trader s t o certif y origi n an d 
clear goods through Customs . 

• Simplificatio n an d standardizatio n o f documents use d i n import an d expor t 
procedures. 

• Adoption , a s par t o f th e W T O lega l system , o f th e revise d standard s an d 
recommendations tha t ma y be agreed i n the framewor k o f the W CO Kyot o 
and Istanbu l Conventions . 

• Adoptio n o f guideline s t o comba t customs-relate d corruptio n an d othe r 
malpractices o n th e basi s o f the WCO' s Arush a Declaration . 

Work in progress 

Informal explorator y an d analytica l meeting s o f intereste d membe r countrie s 
are currently bein g held unde r th e auspice s o f the Counci l fo r Trad e i n Goods . 
The discussion s i n thes e meeting s hav e s o fa r focuse d on : 

• Impor t an d expor t procedure s an d requirement s (includin g custom s an d 
border-crossing problems) ; 

• Physica l movemen t o f consignment s (transpor t an d transit ) a s wel l a s 
payments, insuranc e an d othe r financia l requirement s tha t affec t th e 
cross-border movemen t o f goods ; 

• Electroni c facilitie s an d thei r importanc e i n facilitatin g internationa l trade ; 

• Technica l cooperatio n an d developmen t i n relatio n t o th e simplificatio n o f 
trade procedures ; an d 

• Th e relationshi p betwee n th e W T O Agreement s an d facilitation . 

Decisions o n ho w further wor k i s to be pursued ar e expected t o be taken a t th e 
Third Ministeria l Conferenc e i n 199 9 o n th e basi s of the recommendation s o n 
the Counci l fo r Trad e i n Good s which wil l take int o accoun t th e result s o f th e 
informal consultations . 
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