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The PSCG has seen some immediate impacts from the global financial crisis.  In simple terms, people are buying less, manufacturers are producing less, product lines are being rationalized or discontinued,  transportation modes are being reviewed.  As demand declines, there is a ripple effect through the supply chain. Companies may cancel projects, and reconsider priorities, and, as they do this, return on investment becomes critical. One immediate effect of this is that the benefits associated with AEO/security programmes become vitally important.

In addition, as sources of financing tighten up, the world of global trade inevitably becomes more difficult.  Letters of credit may be more restrictive, or more difficult to obtain. Underwriting criteria for surety in countries with release prior to payment systems may be more stringent, and the cost of surety will almost certainly increase.  With cash flow critical, it is possible that more businesses will fail to meet their financial obligations to Customs, resulting in more claims against surety, and possible suspension of importing privileges. 

We are sensitive to the fact that it isn’t only the trade which is quickly feeling the impact of the global financial crisis. We are concerned that as revenue to governments decreases, Customs administrations will face a number of challenges.  First, human resources may be eliminated or reallocated, with missions changed. Infrastructure and technology projects are especially vulnerable, and may have funding suspended or cancelled. There is a real potential that the focus will shift from trade facilitation to greater enforcement and penalty assessment. 

The WCO, and its members, can and should take constructive action during this time of global economic crisis.  Following the lead of the G20 and APEC leaders, national administrations should  “refrain from raising new barriers to investment or trade in goods . . .” including new customs and/or security measures that may serve as disguised protectionism. Our observations and recommendations for action fall into three main areas: risk management, AEO benefits and mutual recognition agreements.

Risk Management

WCO members should rededicate themselves to strengthening the facilitation objectives of the SAFE Framework, and the Revised Kyoto Convention.  In times of economic uncertainty, streamlining customs and security procedures can provide a much-needed boost to world trade and economic growth. 

In addition, there is a point at which the addition of multiple and divergent security measures, including and outside AEO programmes,  will eventually create a significant barrier to trade.  Any proposals to add additional layers of security should be subject to rigorous cost-benefit analysis.  WCO member countries should demonstrate through impact assessments that the security benefits outweigh the direct and indirect costs to trade of any proposed security programme.  In addition, WCO members should demonstrate that any new programme compliments, rather than duplicates, existing measures.  

The PSCG believes that proper risk management requires each country to assess its individual risk profile and to adopt security measures appropriate to that profile.  One country may reasonably determine that it is at a lower risk of terrorist attack from abroad and allocate its border resources to other, more relevant threats.  If every country were to adopt the security program of the highest-risk country, world trade would be unnecessarily and significantly burdened.

We have previously spoken against proposals for 100% scanning of cargo, and believe that all WCO members should avoid reliance on scanning technologies that are not based on risk management principles. This is even more important in the current economic climate, when every cost associated with moving goods across borders is subject to increased scrutiny. 

Business resumption planning must be part of any risk management system.  Much of the economic damage that ensued after the attacks of September 11th arose during the several days that transportation systems were locked down or in gridlock.  A resilient network that can be re-started quickly is the best way to reduce economic harm from both regular systems outages and incidents of economic terrorism. 

AEO Benefits 

The PSCG is continuing our work on a list of AEO benefits and we believe that, as stated in Chapter 5.3 of the SAFE Framework,  benefits for AEOs should be “meaningful, measurable and reportable”. In this financial crisis, we would urge Customs administrations to offer AEOs the following trade facilitation benefits, on a priority basis:

· A reduced, standard data set for security risk assessment

· Mutual recognition by different Customs administrations of AEO status, based upon confidence in each other’s programmes rather than the expectation of fully harmonized practices 

· Expedited processing and release of shipments, supported by regular “time required for release” studies

· Priority of inspection and use of non-intrusive inspection equipment whenever physical examination is required

· Priority Customs’ processing during a period of elevated threat conditions

· Priority treatment in resumptions of Customs service

· Favourable mitigation/relief of administrative penalties 

Implementation of Mutual Recognition Agreements (MRAs)

Because mutual recognition agreements provide significant benefits to trade, as well as to Customs, the PSCG has done additional work on this AEO benefit which we would like to share with the Policy Commission.

For the PSCG, it is important that both Customs and the trade have a clear definition of what a Mutual Recognition Agreement is.  We think the following definition is helpful as a starting point:

Mutual Recognition (MR) acknowledges compatibility between Authorized Economic Operator (AEO) programmes, including alignment of customs controls, security standards, benefits and site validation procedures used by Customs when approving companies for membership in their respective programmes.  Mutual Recognition means that validated security policies and practices implemented by a company to meet the requirements of an AEO programme in one country fulfill the requirements of AEO programs in other countries.

The trade benefits directly by the implementation of MRAs, because they:

· effectively and efficiently implement a common, global supply chain security standard and processes,

· reduce the significant expense and administrative burden required to complete country-unique Security Profiles in each country where the company conducts international business, and

· eliminate redundant onsite validations by Customs officials from multiple countries.

The Private Sector Consultative Group is committed to collaborating with the WCO SAFE Working Group and partnering with customs authorities globally to overcome obstacles to Mutual Recognition. We believe that both Customs and trade, working as partners, will benefit by the accelerated implementation of MRAs, by:

· assuring AEO programmes remain based on the WCO SAFE Framework and include MR as a component,

· maintaining consistency by using the established SAFE Framework Amendment Process to complete WCO SAFE Working Group review and approval of proposed AEO programme revisions,

· considering existing AEO programmes of their closest trading partners when establishing an AEO program,

· conducting shared onsite AEO validation meetings that provide an opportunity for Customs officials to observe each other’s validation methodologies,
· piloting the electronic sharing of AEO Security Profiles between customs in MRA countries,

· maintaining a global MR timetable and strategy - the SAFE Framework provides for a phased approach:

· began with bilateral MRAs (e.g., EU - US)


· expand to multilateral or regional MRAs (e.g., EU - APEC)

· with the ultimate goal of global MR, and

· piloting the acceptance of a single application and validation by lead Customs authority for legally related companies under common control in the EU. 
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