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TRADE FACILITATION AND THE CURRENT SITUATION IN TURKEY
GENERAL


The role of customs in trade facilitation as an indispensable element of goods traffic, changes depending upon the efficiency, speed and quality of the transactions it carries out. Efficient and rapidly functioning administrations constitute a complementary part of the supply chain, while clumsy and bureaucratic structures can cause adverse consequences that even lead to the breaking up of this chain (creation of non-tariff barriers). For this reason, international goods flows can demonstrate an inbalanced dispersion among customs administrations which operate within the same zone but have different functions depending on the extent of operations, and it has been observed that customs offices that carry out rapid procedures have been preferred for certain operations such as those concerning transit.
Following the realisation of the supply chain security concept - introduced in order to eliminate recently rising concerns for international security- in Europe, the main motive has become facilitation of trade without making any concessions related to security controls, thus seeking balance between two opposite objectives. This motive has also been suported by the World Customs Organisation (WCO) within the framework of pre-shipment declaration and prior passenger declaration concepts. The agreement which was signed between the USA and the EU on April 2004 and which includes inspection of containers that will be delivered from EU ports to the USA by US customs officers at the port of loading, entered into force. The concerns of the European Commission regarding the new arrangement involves the possibility of this practice which is applicable in 5 EU ports where most of the container shipments to USA take place, to result in a competitive advantage in favor of other EU ports.

Besides the general principles such as transparency, foreseeability, simplicity as stipulated in certain agreements such as Agreements on Rules of Origin and Customs Value covered by GATT 1994, Article V (freedom of transit), VIII (limiting fees and formalities to costs) and X (publication of regulations  and decisions)  of GATT 1994 introduced some principles involving customs. Article V,  introduced the freedom of transit rule based on MFN and non-discirimination principles. However, the freedom of transit requires parallel political commitment and cooperation from other institutions. The customs office is not sufficient alone for the proper performance of transit. The WCO has provided for practical and technical means required for performance of transit operations in line with generally recognized standards. Article VIII principles, on the other hand, are fulfilled through the standards such as limitation of customs charges to the approximate cost of the service rendered, harmonisation of office hours between two customs offices that operate at the same border, joint controls during joint border crossings when possible, minimising document requirements  and through the means provided by the WCO. The requirements for publication of legislation and decisions, publication of regulations that increase oligations before they enter into force and the right to appeal against administarive actions and decisions in accordance with Article X, have been supported and promoted by the WCO. 

The contribution of WCO’s International Convention on the simplification and harmonization of Customs procedures (Kyoto Convention), is  consistent with the objectives of the WCO’s GATT 1994 and is substantially complementary to it with regard to customs functions
. The Convention which entered into force in 1974,  was subject to a comprehensive revision in 1999. The Convention specifies standards for modern customs operations and regulates the implementation of simple but efficient procedures in detail; includes binding and recommendatory provisions. Among the new features introduced by the Revized Convention, we may cite the use of new technology, the application of new concepts in customs controls, risk analyses and cooperation between public and private institutions on the basis of mutual benefit.

Implementation of trade facilitation in line with changing concepts, directly involves the infrastructure and capacity of the customs office whereas newly adopted concepts  aimed at pursuing the objectives of facilitation and security together make technology solutions, sufficient human resources and organisational structure inevitable. Therefore, the WCO’s risk management guide, information and communication technology, standards concerning the terms of goods delivery, use of auxiliary means such as pre-shipment and prior passenger declaration require a costly infrastructure. In order to ensure that in future, all goods and passenger traffic can be monitored through a network, in particular the WCO Data Model which defines the data exchange standards between world customs and the Unique Consignment Reference which is a reference number to ensure that all shipments around the world can be monitored by relevant customs offices, all offices will be expected to have this infrastructure. However, the pre-condition of all these is the existence of the necessary political will in countries.

General Situation in Meditteranean Countries
As it is verified in the results of the survey conducted among the participating customs offices during the Euro-Meditteranean Working Group meeting held on May 2004, the Meditteranean countries demonstrate a substantial need for infrastructure in terms of trade facilitation purposes – despite the existence of those that recorded a significant progress in modernisation process such as Israel and Algeria – which is hardly comparable to Turkey. There are countries which are not party to TIR Convention or the WCO Nairobi Convention on mutual administrative assistance between customs offices or there are even countries that do not use  Harmonized System Nomenclature. However objectives such as  transparency, foreseeability or communication with commercial undertakings, cooperation among customs offices, involve the political will that will be demonstrated towards the realisation of this objective, rather than the need for infrastructure. 

The general situation in COMCEC countries
Since the foundations of COMCEC was not based on geographic and economic motives, there are significant differences among these countries and their customs offices. While there are countries which have not acceded to the most important international conventions, there are also countries such as Senegal which can succesfully implement the Single Window practice (which Turkey also tries to  implement). Nevertheless, we haven’t got sufficient data to analyse the present situtation of COMCEC countries.
Situation in Turkey
Building upon her obligations under the Customs Union Decision and extended through the National Programme, Turkey harmonized a substantial part of her customs legislation and regulations with the EU acqui as a result of the Harmonization with the EU project. This was confirmed by the Commission through Progress Reports.

Thus, both with regard to the criteria foreseen by WTO as well as regional (Euro-Meditteranean) trade facilitation initiatives, we should regard Turkey as a country which achieved “simplification” of customs procedures to a great extent. The supporting political will which serves as the stimulus required for trade facilitation and transparency, is the greatest advantage of Turkey. Generally speaking, Turkish legislation and regulations are in compliance with the principles stated in Articles V,VII and X of GATT 1994 and they are in parallel to the WCO Kyoto Convention which defines implementation tools  for such principles. However, there are certain technical inexpediencies concerning certain customs practices.
Turkish regulations related to the basic customs tools applicable within the framework of trade facilitation are analysed as follows:

Customs Code: The partial harmonization to the EU Customs Code was initially established through the Decree Nr. 564 in 1996 and the final harmonization was achieved through the Law Nr. 4458 in 2000.

Regimes: The EU customs regimes were adopted, without any change.

Nomenclature: Turkey uses WCO Harmonized System Nomenclature and achieved harmonization with the EU’s Combined Nomenclature.  The CN classification principles undertook under the National Program were introduced.

Binding Information: Binding Origin and Tariff Information were regulated through the legislation. There are documents for tariff classifications or for determination of origin  granted to companies which frequently trade certain kinds of goods and once issued, these documents  are valid for a certain period and binding upon the customs office concerned.  BTI, has been in practice since 2000. However, Binding Origin Information is not yet in place.

Revized Kyoto Convention: Turkey is a party to the WCO Convention which stipulates binding or recommendary standards concerning simplification and harmonization of customs procedures. The process of acceding to the Main Text and General Annexes of the Convention is underway and it has been evaluated by a Commission in the Turkish Grand National Assembly. The number of countries which ratified the Revized Convention is 37 and the Convention will enter into force at international level when this number reaches up to 40. There are no provision or regulations in the Turkish legislation that are contrary to the Revized Convention and certain facilitation and opportunities foreseen by the Convention are not stipulated in the Turkish legislation for various reasons.

Temporary Importation (Istanbul) and ATA Agreements: Turkey is a party to both conventions that regulate the temporary importation of certain goods in international circulation (fair-exhibition goods, aid or sports materials, scientific research equipment etc.) without being subject to commercial measures. Moreover the process of ratification of the WCO Convention on Harmonization of Frontier Controls of Goods was finalised.

Single Administrative Document: SAD which means use of a single declaration form for all customs declarations, was adopted by Turkey in 1996 through the introduction of the EU’s single administrative document.

Electronic Data Transfer: Acceleration and simplification of customs procedures  is becoming more and more dependant upon the information technology. Under the Customs Modernization Project, Turkey established the computer infrastructure harmonized to the UN/EDIFACT system which is a data exchange standard adopted by the United Nations. Through this infrastructure,  65 % of the customs declarations, 99 % of which have been processed electronically, have been remotely (without visiting the customs office) processed via the Electronic Data Transfer facility.

Single Window: It means that the tax-payer submits all necessary information and documents to a single authority (customs), all legal controls required for customs procedures such as exportation or importation are conducted electronically by a single authority and the confirmation from the relevant body is obtained electronically. This practice requires that all institutions and bodies that the customs office collaborates during the process should have the same level of IT infrastructure. Through the E-document for Foreign Trade Project carried out in Turkey, our objectives  are to simplify documentation in foreign trade and to transfer them to an electronic environment and achieving a rapid, reliable and efficient electronic process. Documents issued by relevant bodies during foreign trade procedures will be harmonized, they will be transferred to an electronic environment and rapid and reliable access by institutions and bodies which are involved in foreign trade procedures to these documents will be ensured. It is possible to view this project as a path to achieve the single window. In order to achieve transfer of the flow of documents used in foreign trade to an electronic environment, the Project will be launched as a simulation practice (narrower in scope) at the Free Trade Area Customs Offices in  Gemlik and Bursa. The relevant software will be finalised soon and  preparations  for establishing web service connections for relevant bodies/authorities are underway.
Customs Approved Person: It means the opportunity for benefiting from simplified customs procedures, performance of necessary controls after the delivery of goods and avoidng submission nof certain documents to customs is granted to certain legal or real persons. This practice which is one of the most important criteria within the framework of trade facilitation,  was transformed and extended from the old “Approved Exporters” form which was implemented as per origin and ATR practices, to the “Approved Person” form. This practice provides for granting of this status to traders fulfilling certain requirements.

Export controls: The number of international security reinforcing measures and regulations which are regulated by various international organisations and which the customs are expected to apply is 13. These require a number of export controls ranging from  double use goods to protection of endangered species, from control of rocket technology to container security or fight against money laundering, drugs traffic and crime. The succesful implementation of these require infrastructure and technical work.

On-the-Spot Inspection: Although it was stipulated by the Customs Code, the practice is not yet in place. It requires the customs officers to have a certain level of accounting knowledge.

Rapid customs clearence: Through the Modernisation Project, a significant progress has been recorded on this subject. Thanks to the sorting made via computer,  goods that can be immediately delivered without being subject to any inspection can be decoupled from goods that can be delivered upon documentary or physical controls. In order to accelerate procedures concerning goods that arrive through speedy mail delivery,  a protocol  was signed with a multinational company. The number of such protocols should be increased.

During the WTO’s Goods Trade Council, Turkey declared her target to  reduce the rate of physical controls in customs procedures to 15% for importation and to 2% for exportation
. Generally speaking, in case all required documents are submitted, the longest importation procedure lasts for 24 hours, regardless of the mode of transport. There is no agency requirement for customs clearence.

The payment of customs duties can be realised at customs accounting office but it is also possible through contracted banks. The confirmation of the tax-payer’s fulfillment of his obligation to pay VAT by the tax and revenue office is done electronically. 
Compliance of Documents with the WCO Standards: The format of basic documents used for customs purposes (declaration, declaration of origin, value declaration etc.) is in compliance with the format defined by the WCO standards and agreements. In progressive stages, particulary when  new regulations are introduced concerning electronical submission, relevant configuration for the key document defined as UN Layout Key should be established.

Transit: Turkey is a country where the TIR System of the United Nations has been implemented. Significant steps were taken for accession to the EU’s Common Transit Agreement, the Regulation on Common Transit was issued on July 2003, the national section of the required computer software (NCTS) was prepared by the Information and Electronics Department of the Undersecretariat and its pilot application was launched.  The Commission’s approval under the 2004 Financial Cooperation is expected for the technical assistance project necessary for the integration of the system with the EU systems. Turkey is the leading country, after Romania, concerning road transport performed under the TIR Convention. It is possible that practices contrary to international standards can adversely affect this advantegous situation. Therefore it is for Turkey’s benefit that Article V of GATT should be fully implemented particularly in neighboring countries.
Customs Computerization System: BİLGE was established for the purpose to ensure that all customs procedures can be carried out electronically. Although 99 % of all customs transactions in Turkey have been carried out electronically, when this is compared to the performance of new EU members, it is observed that those countries obtained better results concerning the use of EDI. However this comparison should take into account that there are differences between those countries in terms of the foreign trade volumes and the size of customs offices. On the other hand, BILGE’s work load is expected to increase substantially in case integration with the Common Transit (NCTS) and TARIC is realized. In order to ensure simplification of tax regulations uploaded into the system, cooperation from the Ministry of Finance is required.

Starting procedures before the goods are placed in the customs: At present, there is no such practice..

Control after delivery: According to the existing regulations referred as “Declaration through registration”, goods  can be delivered to their customs-approved consignee without being placed under customs procedure and the customs officer can visit the company for inspection, if he requires. For this practice to be introduced, works concerning the relevant communication were completed. 

Communication with the business community: Although there is no regular advisory mechanism, preparations for legislation have been gradually involving more parties ( foreign trade companies, customs brokers, transport companies, etc.) and views of these have been taken into account. All the legislation are published officially and relevant circulars and other legal documents are disseminated through Internet. The Draft Law on Customs Undersecretariat Organisation stipulates the establishment of a high-level advisory body called Customs Advisory Council which will serve to regularize and systemize the communications with the business community.
Prior proposal for decision:  Article 6 of the Customs Code entitles tax-payers to demand a decision from the customs office concerning the implementaion of the customs legislation  and this decision is binding upon the customs office concerned.
Right to appeal: The appeal mechanism against all procedures and decisions of the Customs office (demand for correction, customs duty, penalties etc.)  was regulated under law (Customs Code, Part Twelve). This regulation defines the filing period and the period for the reply from the customs office. There is also right to appeal against the reply from the customs office.

CONCLUSIONS
Apart from the negotiations launched within the framework of WTO concerning trade facilitation and suspended as of July 2006, there are many long-term regional initiatives around the world.  The leading one among such initiatives is within the framework of APEC. APEC Member countries have been carrying out studies aimed at alignment of practices and development of guidelines through joint process analyses. Such studies can be regarded as exemplary for other regional trade facilitation initiatives. (http://www.apec.org/apec/ministerial_statements/sectoral_ministerial/trade /2001_trade/annex_b.html)

Another issue that requires attention is that facilitation initiatives should not only involve customs procedures. Customs symbolizes an important but only one dimension of the issue. Therefore, facilitation initiatives should be holistic and should cover other authorities or bodies (port authority, certification institutions, standardization authority, authorities related to trade and transport policy etc.)  in order to give effective results. 
Although activities aimed at achieving facilitation include elements that do not require infrastructure such as the existence of political will and transparency/foreseeability, the rest of it involves capacity problems. Because old customs practices have proved to be nonfunctional and unable to allow for realisation of the most reliable shipment with the fewest documents within the shortest period. Elimination of capacity problems, however, would range from infrastructure investments to re-structuring to the extent that public authorities will have to transform all their strategies, proirities, working methods and human resource profiles. Therefore,  regional initiatives should first analyse the current situation in their member countries and determine which facilitation tools should be prioritized within the framework of regional trade strategy (Access of landlocked countries to the nearest port, rationalising crossing charges, cooperation among public authorities at borders, alignment of legislations, joint strategy for fighting against fraud etc.). 
----------------------
� The referred GATT principles also cover issues that are beyond the sphere of responsibility of customs and  are within the scope of different customs offices.


� WT/TPR/S/125, p.34. At the moment the rate of physical controls  is around 20 % and the rate of documentary controls is around 60 %.





