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Ladies and Gentlemen,

I am very pleased to open this Forum and talk to you about Customs and Trade Facilitation. 

As you know, the EU is a strong advocate and keen supporter of deep regional integration, at home and abroad. The EU itself has been built by intensifying ties between neighbours and the fist step was the creation of a customs union. 
Efficient customs are clearly a key element for successful regional integration and any step in improving the efficiency of customs administrations is beneficial for governments and traders.
Because of this I will concentrate in my opening speech on trade facilitation. 
The concept of trade facilitation is very broad and comprises customs modernisation in its broadest sense.

Over recent years, we have seen massive economic development in developing countries, lifting hundreds of millions of people out of poverty. Much of this growth is founded on more integration into the global economy in recent years. But Africa's share of total world exports actually declined from just under 3% to less than 1% between the mid-1970s and 2006. So there is an enormous potential for trade to play a greater role. That is why I would like to talk to you about an important opportunity for growth through trade that stands before African countries today.
This opportunity is in trade facilitation and in the simplification of customs procedures and formalities. This is an area where there is a very broad consensus about potential benefits. 

The aim of trade facilitation is to reduce the costs of trade for companies by streamlining the administrative burdens at border. These can range from slow customs procedures to opaque rules and excessive fees. 

The impact of these types of trade costs for businesses is huge. Trade facilitation promotes transparency, cuts red tape and reverses a proliferation of requirements by streamlining procedures. In summary, it saves time and money. If an exporter cannot say for certain when his products are going to get to customers, then he is going to lose business. If fees are not transparent there is an incentive for bribes. 

For governments, the benefits are also high. Trade facilitation strengthens security through more effective controls, improves the investment climate and promotes higher customs revenues. On this latter point, revenue loss from inefficient border procedures in some African countries may exceed 5% of GDP.

Given that customs revenue is the major source of government income in some developing countries, the potential gains from modernization are clear. Inaction, on the other hand, can be very costly. Instead of gaining new opportunities, countries lose existing ones to more reform-minded counterparts.

The challenge of improving border procedures is not the same everywhere. In this area, OECD countries do set the benchmark. On average, customs clearance requires about 5 separate documents, takes about 10 days and costs around 750 euros per container.

By contrast, in sub-Saharan Africa, almost double the number of documents is required; goods take 35 days to be exported and 44 days to be imported – at a cost per container of 1300 euro for exports and 1500 euros for imports. I recognise though that there are exemplary exceptions and will name a few later.

As a result of this disparity, it is developing countries that have the most to gain from facilitating trade. Faster border procedures will make life easier for importers. That means cheaper goods for consumers and cheaper inputs and equipment for farmers and manufacturers. 

But perhaps the most striking benefit of trade facilitation is for exporters. 

World Bank research provides some indication of the extent of the likely effects of removing procedural barriers to trade. If South Africa were able to reduce its trade costs to half of the high-income country average, it would have the same effect as a cut in its trading partners' tariffs of nearly 20%. If Ethiopia were to cut its own costs to half of those of Mauritius – which is the star performer in Africa – it would be equivalent to a 7% cut in the tariffs faced by its exporters.

A very recent econometric analysis of the OECD (from November 2012) assessed that the most significant trade facilitation measures (with the highest impact on trade volumes) are information availability, harmonisation and simplification of documents, automated processes and risk management, streamlining of border procedures, as well as good governance and impartiality.

For low income countries, the trade facilitation area that would be the most significant in increasing trade flows is the harmonisation and simplification of documents. The same applies to Sub-Saharan African countries. 
This study also concludes that the impact of trade facilitation is significant not only for developing countries as importers, but equally so when developing countries are exporting to other countries, regardless of whether they are developing or developed economies. Improving the efficiency of export procedures and addressing border bottlenecks on the export side are also important components of trade facilitation measures. This confirms that improvements in the trade facilitation environment of developing countries are essential for increasing their export performance.

Regarding overall trade costs, governance and impartiality and measures to harmonise and simplify documents are the greatest contributors for low income countries: governance and impartially have the potential of reducing trade costs by 1.9%, while harmonisation and simplification of documents could reduce costs by 1.4%. For lower-middle income countries, the harmonisation and simplification of documents could potentially reduce costs by 1.9% and the streamlining of procedures by 1.6%. When combined, the total effect of the trade facilitation measures is greater than the simple sum of the impacts of their individual components, confirming the importance of undertaking trade facilitation reform in a comprehensive manner rather than simply focussing on isolated measures.

And we do not only need to look at prospective studies. There is evidence from real-life reforms:

· iIin Morocco, releasing a container in the main port of Casablanca, took on average 18 to 20 days in 1996. Following reforms, customs clearance times fell to 1 to 2 hours. This is equivalent to a massive expansion of port facilities, at a fraction of the cost. 

· Cameroon has increased customs revenue by 12% through customs reform; 

· In Ethiopia, customs reform nearly doubled import and export transactions, leading to an overall revenue increase of 51%; 

· When Mozambique implemented its reform programme, customs revenue went up by 50% in the first two years despite significant cuts in tariffs. It now takes Mozambique about 2 to 5 days to clear goods compared to 30 days before. 

So we know that phenomenal gains are possible through trade facilitation. 

I am, however, aware that some people have concerns about trade facilitation, so let me take a minute to address those too. 

Some raise the issue of cost. However reforming administrative procedures is a cheap way to deliver results. Not only are trade facilitation reforms relatively cheap, but donors are already now providing financial assistance and are prepared to continue their support. 
Trade Facilitation is part of the umbrella of Aid for Trade, a broad concept that encompasses trade-related infrastructure, productive capacity building and trade-related adjustment. It also covers more trade-specific aid – what we call Trade-Related Assistance – notably support to trade policy and regulation, and trade development. This is where trade facilitation falls.
Today, the EU and its Member States are the world's leading provider of Aid for Trade – and this despite the current economic crisis. They accounted for a third of worldwide Aid for Trade in 2010 with some €10.7 billion. The EU and its Member States have made commitments that Aid for Trade shall be maintained beyond 2011 at levels that, at least, reflect the average of the years 2006-2008, and that more resources should be directed towards LDCs. The EU and its Member States have also committed to collectively spend €2 billion annually on Trade-Related Assistance by 2010 – a commitment which was already met in 2008.
Regarding specifically trade facilitation, overall figures and the respective shares of the EU and Member States are fluctuating from one year to another. Yet the EU and its Member States have been consistently providing about two thirds of the global support to trade facilitation between 2008 and 2010, for an average of over 200 million a year. Considering that the World Bank estimates the global cost of implementing a WTO Trade Facilitation Agreement for the whole WTO membership to no more than $1 billion over five, the annual contribution of the EU and its Member States alone corresponds to the global annual needs.
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]
It is also important that funding be available through international instruments. Those also represent a good alternative for developing countries that seek EU support for trade facilitation but haven't included trade in their country or regional aid programming with the EU. This particularly concerns the Enhanced Integrated Framework. But we are ready to also consider other options.
Ladies and gentlemen, I hope that this has provided some reassurances to you and I suppose that you are as convinced as I am in the benefits of trade facilitation.

Let me conclude by wishing you a successful and constructive discussion.
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