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In the initial phase of rule-based system of International trade, Contracting Parties of GATT, were only concerned about Tariffs levied on imports. During the various Rounds of negotiations under the auspices of GATT, however, it was gradually realized that International Trade suffered more from non-tariff measures and non-transparent trade regimes of the Contracting Parties. This realization initiated the effort to negotiate various Multilateral Agreements specially in the filed of application of Sanitary and Phyto sanitary Measures, Technical Barriers to Trade and the Agreements relating to combating unfair trade practices. These efforts launched the Uruguay Round of negotiations. After protracted negotiations of seven years, World Trade Organization was established in 1995. All member countries of WTO have bound themselves to all the Agreements initiated since 1948, through a single undertaking, except two Plunilateral Trade Agreements (i.e. Agreement on Government procurement and Agreement on trade in civil aircrafts). Besides the General Agreement on Tariffs and Trade, which had evolved from 1947 to 1995 is also covered in the single undertaking. 

2.
Though these Agreements, which are now binding on all member countries of WTO, an attempt has been made to prescribed basic rules for international trade and relatively transparent trade regimes, it was during the first Ministerial of WTO at Singapore where among other issues, Trade Facilitation was added to the WTO Agenda. 

3.
Trade facilitation is the only surviving initiative of Singapore Ministerial. The developing countries, however, were not keen to enter into a Multilateral Agreement on Trade Facilitation due to their apprehensions that the proposed Agreement may be more demanding and they may not have the capacity, in human and material terms, to fulfill those obligations. 

4.
Since 1996, there have been debates, conferences and tremendous research work conducted on the issue of facilitation of trade. Even the developing counties now realize that transparent and relatively un-complicated trade regime is in their own interest. The events of September 11 added another dimension in this filed. The concerns of smooth international trade and security were clubbed. Accordingly trade facilitation was included for negotiations in the Doha Development agenda which has been further confirmed in the July package. 

5. 
Trade facilitation in the broader sense includes port efficiency, customs environment, regulatory environment (standards, dispute resolution etc) and information infrastructure. Trade facilitation enhances the trade competitiveness of the economy. A number of studies have been conducted that provide sufficient empirical evidences to the positive co - relationship between trade facilitation and competitiveness. Each additional day, on average, a product is delayed prior to being shipped, reduces trade by 1 percent
. Another study finds that each day saved in shipping time due to faster customs clearance is equivalent to 0.5 percent points reduction of ad-valorem tariffs
. Delays even have a greater impact on developing countries exports and exports of time sensitive goods such as perishable agriculture products. An efficient, low cost trade and transport system, offering high levels of reliability and service standard, is essential to sustain growth in exports and improve competitiveness of the economy. In many respects, Pakistan’s external transport and trade facilitation systems provide an adequate level of connection with the global economy but the quality of service is not at par with the accepted international standards and needs massive investment and overhauling. The real challenge of trade facilitation is to minimize transaction costs and the complexity of international trade for businesses, without compromising efficient and effective levels of collection of customs revenues and other border controls. In the recent past, the Government of Pakistan has taken initiatives to improve the country’s trade procedures and logistics services.

6.
Pakistan is supportive of the objectives as it believes that Trade facilitation can improve trading disciplines. The real challenge is to have a balance between facilitating trade without compromising on the border controls. The timing and extent of commitments by developing countries would depend upon the implementation capacities and there must be an adequate linkage between any new obligation and capacity of developing countries to implement those. Pakistan has already reformed its import and export procedures. Many of the measures being discussed in the realm of facilitation are already in place. 

7. 
The following are the highlights of the country’s value chain system relating to international trade:

a) The freight rates for both container and bulk cargo are in line with regional and international levels, taking into account the geography and volume of the trade.

b) Sea transit times are consistent with the geographical location and distance of the country. 

c) The freight for the road transport is low as compared to the regional countries. A World Bank report has in fact identified the road freight of the country as the lowest in the world. However the trucking sector is operating old and technologically outdated trucks, which offers low freight rates but long transit times and unreliable service quality. According to a study conducted by the World Bank, the trucking sector of the country has “low private costs.” 

d) The main road infrastructure requires major investment to provide the capacity and quality required for rapid and reliable road services. 

e) The rail system has the available infrastructure and with some more investment in technology such as signaling, can take a substantial share of the long distance freight market. These issues are being addressed.

f) The mechanism in place to enforce regulatory measures such as SPS and standards is also a constraint in trade with weak working capacity and infrastructure. Resultantly, Pakistan is struggling to gain market access for its agro-food industry in the international market.

Reforms in Customs

8.
In the past, Customs was considered as a major constraint, with very cumbersome and time consuming manual systems. It is now beginning to achieve qualitative improvements in clearance times and is in the process of further major streamlining of procedures. 

9.
 Pakistan has achieved considerable progress in simplifying it’s tariff structure and reducing its tariff levels, and the share of trade in GDP has increased from 24 percent in the late 1990s to close to 30 percent by 2005’. Generally, Pakistan’s applied tariffs are below WTO-bound commitments. The tariff on most consumer goods has been reduced to 25 percent, on most intermediate goods to 10 percent and on raw materials to 5 percent. 
10. 
In the second step, the Government of Pakistan has also taken initiatives for simplification, modernization and harmonization of procedures and documents to achieve its trade facilitation agenda. The main focus of the agenda has been to improve customs clearance. The following are the two areas where reforms have been implemented: 

a) Introduction of a Single Administrative Document (SAD) as the standard for the Pakistan Goods Declaration (GD); and 

b) Introduction of automated Custom clearance system based on the Risk Management System (RMS).

11.
There were a number of documents and forms prescribed for the import and export of goods such as the bills of entry, shipping bills, baggage declarations, transshipment permits etc. In 2001, these documents were gradually replaced by the Goods Declaration (GD). The GD is the equivalent of the single administrative document (SAD) used internationally and is based on the United Nations Layout Key prescribing a standard layout for all international trade documents. The introduction of the GD has brought Pakistan at par with international standards, reducing the costs of transaction and logistics.

12.
 In parallel with the development of the GD, a major effort was made to improve other areas of customs and collection of duties. The Customs Administration Reform (CARE) was initiated with a dedicated team to develop a comprehensive single window for all clearance operations. The team developed Pakistan Customs Computer System (PACCS). In Feb 2002, Central Board of Revenue started work on Customs Administrative Reforms (CARE). In March 2005 Pakistan Customs Computerized System (PACCS) was launched.

    PACCS is an end to end Customs solution, its salient features are:

· Completely Paperless

· Web based

· Extensible Mark up Language message for exchange of information

· Online with all domestic stakeholders in the supply chain i.e. shipping lines, Customs Agents, etc.

· Online with all domestic regulatory authorities is being implemented in phases.

· Advanced information of cargo, crew and passengers

13.
PACCS replaced the former manual clearance system (still in place at certain customs stations), which was characterized by multiple windows, numerous official signatures and verifications (one study of the Custom House, Karachi identified 36 signatures and 62 control steps for the clearance of a normal import consignment) and an environment with limited accountability and transparency. Traders can connect to PACCS over the web through a dedicated login and carry out all their activities related to Customs from any where in the country. There is no restriction on timings. It provides a paperless environment. Traders or carriers do not have to file any documents with Customs; even Customs declarations (Goods Declarations, Cargo reporting, vessel information, repayment applications, etc) are all electronic and available online. Status notifications to traders and carriers are also electronic.

14. 
The goods declaration is processed through Risk Management Systems (RMS). All information regarding receipt of request, clearance of cargo etc. is delivered through email. The system is based on self assessment and the Customs does not interfere in the process of discharge of legal liabilities of duties and taxes. Only consignments that are identified by the RSM as risky are subjected to the examination. The previous system required 100% examination of the consignments. A recent research conducted by the OECD shows that, in ineffective systems, the cost of doing business could be as much as 15% of the value of the cargo. All processes of PACCS have been designed to ensure that the trade does not incur any un-receipted expense in clearance of the cargo. Under PACCS the Goods Declaration for exports (Shipping Bill) is in itself a request for duty drawback. PACCS is also linked with commercial banks and central bank (State Bank of Pakistan) whereby the banks can monitor status of export cargo and regulate flow of foreign exchange remittances. This linkage has reduced a lot of paper-work between shipper, commercial banks and Customs.

15.
The PACCS system was developed with the assistance of the international donors. The formal evaluation of the project has not yet been carried out. However the feedback of the trade, industry and the other stake holders has been positive so far. The system is based on self assessment. The success of such system requires an efficient and effective post clearance audit system. The government has also initiated a project for setting up Post Clearance Audit (PCA) system. The system would be operational by the end of this year. The necessary legal changes in the Customs Act have already been introduced. 

16.
As part of a comprehensive strategy aimed at facilitating export of Pakistani goods to the United States, the Central Board of Revenue entered into an agreement with the United States Customs & Border Protection Department for a joint inspection of such cargo at Port Qasim prior to being shipped to the US. The agreement, called the Integrated Cargo/Container Control (IC3) Programme, was signed between Pakistan and US Customs authorities in March 2006. The IC3 Programme involves pre-screening of US-bound cargo at Port Qasim using the latest non-intrusive inspection technology and viewing of the scanning results by the Customs authorities of Pakistan and US through a direct satellite link. The containers carrying the screened cargo will be sealed with CSI-security tapes prior to their shipment to the US ports. There would be no further inspection of the screened cargo in US after its clearance at Port Qasim by Pakistan and US Customs, except in cases of tampering of the seal or similar other circumstances.

The Programme is extremely beneficial in nature and will contribute to smooth and hassle-free export of Pakistani goods to the US markets. The joint inspection system by Pakistan and US Customs at Port Qasim will result into zero clearance time for the export cargo at the US ports and substantial savings in the cost of business for Pakistani exporters and US importers. This programme is scheduled to be launched within weeks. 

Legal Framework for Trade Facilitation 

17.
To facilitate trade, Central Board of Revenue has put in place an elaborate system of dispute resolution. The first stage of this framework is the system of adjudication, which involves identification of offences, calculation of tax/duty framing of charges issuance of show cause notice submitting arguments and announcement of judgment. The Customs laws provide right to appeal against the decisions announced in the wake of adjudication. First appeal lies before the Collector (Appeal); the second appeal lies before the Appellate Tribunal and the third appeal lies before the High Court.

18.
To liquidate huge pendency of cases, Government of Pakistan in 2004 provided  Alternative Dispute Resolution (ADR) system for disputes resolution in Customs and Sales Tax. 

It is a system that runs side by side with the existing conventional appellate system where an aggrieved person applies for out of court settlement in any matter of customs/sales tax pending before any appellate authority or court by a committee constituted by CBR.

Salient features of this system are as under;

· No fees are involved

· Simple procedure & less time consuming

·  Members of ADRC works without remuneration

·  Applicant has right to revert back to the Appellate authority, tribunal or court in case of disagreement

·  Principally deals with factual controversies and not the cases involving interpretation of law. 

19.
 This has been a very successful experiment in providing cost effective and speedy justice to the tax payers.

20.
This was brief account the initiatives of Pakistan for trade facilitation. This account clearly reflects our resolve to continue to pursue the objectives of reduction in cost of doing business in Pakistan. This, however, is only the beginning and concerted efforts are being made in the areas to develop proper infrastructure specially for trade by land route to the neighbouring countries and human resource development in various fields like SPS and TBT including their implementation in a trade friendly manner. The Government of Pakistan is committed to have a predicable and transparent trade policy. 

21.
The benefits of trade facilitation cannot be fully realized unless such measures are also introduced by all the trading partners in a coordinated and synchronized manner. The participation of stakeholders and business communities is essential for these initiatives. The un-predictable and cumbersome trade regime mostly affect imports into the countries and the domestic stakeholders remain in the false impression that their interests are being protected. These types of trade regimes sustain rent seekers which remain an impediment for economic development. By streamlining the systems and simplification of procedures, the benefits actual accrue to the entire trade. Pakistan is of the view that though regional and bilateral trade agreements can help to achieve the objectives of facilitation of trade, they cannot be a substitute for a multilateral trade system. Keeping this in view, Pakistan is actively participating in the multilateral negotiations on trade facilitation as part of July Package. 
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