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do not necessarily reflect the views of the Asian
Development Bank, or its Board of Directors or
the governments they represent, The Asian
Development Bank does not guarantee the
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Foreword

T armition to market econoriy and private sector-led development s a feature
coerman ta all member countries of the Central Asia Economic Coaperation (CAREC)
Program supparted by the Asian Development Bank (ADB) and other multiiateral
institutiors Integral tothis transition s the need to setin place an enabling environment
oy implementing trade poley reforms and trade facilitation measures, Toward this
ernd, CAREC member countnes—~Azerbaijan, Kazakhstan, Kyrgye Repubiic, Wongolia,
Peapie's Republic of China, Tgjikistan, and Uzbekislan—have embarked on a laudabie
regional approach, bolstered by a collectve commitment to accede to the World
Trade Orgamization rules and agreements as well as concerted efforts to reform each
country's custons codes and madernize cUSIems SErvIces:

A key ohjective and performance indicator of CAREC's trade facilitation
program is the development of a unified automated information system (UAIS) for
CUSIOMS senvices armang its mermber countries. Automation of custorns services through
LIAIS 15 seen as a majar step toward improving efficiency and reduding corruption in
customs-related praclices.

CAREC member countnes are at varied stages of implementation and
dpgrading of ther UAIS: The Kyrgyz Republic and Tajikistan have obtained a regional
custarns mirastructure loan fram ADB to help them launch their respactive UAIS
Uzbekistan has avalled of & loan tor this purpose from the Export-impaorl Bank of the
United Stales. Kazakhstan and PRC have started 1o upgrade thew systems using ther
owert resources, Azerbaian and Mongelia, meanwhile, have requested assistance from
ADB to undertake respective needs assessments 10 prepare strategies and investment
plans for upgrading their systems,

Dovelopment of the UAIS, however, entails challenges, from the design of a
rmaster plan, to the system's phased imptermentation, 1o maintenance. It also requires
the training of staff and management of changes, which tend to receive less attention
thar investrment activties. The Philippine experience shows that human resource
development and change management are as important as the other aspecs in the
development of the UAIS. Sharing other countries’ experiences and distilling lessons
lwarned can helg CAREC member countries avoid mistakes and effectively utilize their
public resources for customs modernization. By sponsoring training evenls and
disserninating best practices and lessons learmed, ADB hopes to contribute to this effort.
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H. Satish Rac

Director General

East and Central Asia Department
Asian Development Sank



Background

Challenges

The Philippine customs service is one the oldest institutions of
its kind in Asia, tracing its roots to the custorns office established
m 16573 by the Sganish authorties to cellect lariffs an goods
fram traders and from the Manila-Acapulco gaileon trade. The
present Bureau of Customs (BOC) on the other hand resulted
from Admimistrative Act 335 of 1902 which defined the
reguiatory framewark and jurisdiction of a new customs service
1o administer the Tanff Rewision Lawe and from the subseguent
Philippine Tariff Act of 1909. Major revisions to the law in 1857,
1972, and 1978 resulted in various versions of the lanffand
Customs Code that aimed for a simple, more unified, and
consistent tarff structure asowell as'a more effective customs
argarization. In the 1980s during the era of lrade policy reforms,
the Philippines decided to open its doors to expanding world
trade. The role of the customs service thus shifted from mere
revenue collection to trade facilitation and revenue protection
The Tanif and Customs Code of 1982 incorporated concessions
made by the Philippines and preferences granted to the
Association of Southeast Asian MNations [ASEAN) under the
General Agreement on Tariffs and Trade, which biecame the
World Trade Organization {(WTQ) in 1995, Consequently, RO
was regrganized and its procedures improved in the interest of
more afficient delivery of services.

Beginming in 1991, BOC was challenged to modernize aridd
imstitule reforms, discard as many manual operations as
possible, and adopt new methods and technigues in customs
administration. Computerization was the key to this effort,

Rapid advances in technologies for transportation,
communication, and infarmation, as well a5 major efforts
toward a more hberal trading envirenment in the preceding
decades have combined to make the world smaller, Reductions
in both technological and juridical barners, flow of information,
and movement of goods and people have made borders
increasingly porous, leading 1o a progressive rise in the level of
rrade. Suppliers now expleit the advantages of accessible
infarmation needed to predict emerging global demand
patierns, as well as modern transpert systems 1o bring goods
and services faster to major markets around the globe. The net
rasult, in principle, 1s the enabling of suppliers to promptly meet
ouyers' demands. The growing perception of such possibities,
as well as the realizalion by governments of the benefits to be
genved from a hberal trading enviroriment, have led WG to
establish legal ground rules for international commerce.



The convergence of these developments poses a unigue
challenge to customs administralions. The large scope dand
intensity of trade flows impose work burdens that are almoss
impassible 1o address wathout the wse of maodern technigues
and technology. This has given impeius 1o many customs
agencies—BOC being one ot them—to modernize,
natwithstanding nghit budgetary constrainis:

Years of moderate economic growth and fiscal weaknesses bayve
forced Lhe majonty of government agencies in the Phitippines
to adjust to financial constraints despite steadily increasing
warkloads and rising demands from an expanding population
BOC in particular bas been placed in the unenviable position of
being pressured from both ends of its client spectrum |t 5
pipssed 1o collect more revenue to suppart an overburdenesd
Dureaucracy. AT the same Lime, 11 musl work with the same
imited resources to serve an ever-inereasing trade commurnity

This dilemima itself has served to make BOC appreciate the merits
of medernization and galvanize its efforts toward ‘achieving
efficiency and cost-effectiveness. However, madernization inthis
case cannot sirply be a matter of adopting modarn technology
and efficient streamlined procedures since it Has 1o be
urderiaken inan environment defined by the changes impeosed
by WTO agresments, parlicutarly the agreement an customs
valuation Since the main goal af the agreements is the frep
flow of trade, the mandated changes provided a solig
foundation for BOC's maodernization effarts. The shift to a
valuatian system based on the transacted price beiween
importer and supplier required a corresponding paradigm shift
in the way BOC should now carry out its import assessment
tasks. The focus of control had now shifted from border at pre-
release loimporter's premises at post-release, inan audit mode,
The medernization plan sought to recast the BOC intosa client-
focused organization, equipped with the latest techrolagy and
skills to pursueits goals, and forging effective partnerships with
business and other stakeholders, with transparency and
acrountaiility being its hallmarks.

Vision and
Mission

Strategy

and Experience
in Customs
Reforms/
Modernization

The Master
Plan

figainst this backdrop, 80C formulated & vision statement
defining what it 15 slriving ta become:

A waorld-class customssenace more responsve to chients’ needs,
supportive of government goals, adhering to world's best
oractices, and fastering cooperation with the prvate sector in
building a dynamic orgamzation that every Aliping can truly be
proug of.

To achieve this vision, BOC's mission would focus én six major
objectives:

_Maximize coliection of governmenl revenuos,
Facilitate trade and commerce.
. Prevent smuggling and enforce compliance with exsling
laws, rules, and regulations on customs-and tariff,
4. implemert international commitments on customs.and
trade
5. Safeguard the general public/environment against the entry
of hazardous and harmful materials and substances.
& Support industry and waork in partnership with the private
sector to promote business in the country.
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fowvare of its mission, BOC took the next step of determining its
strateqy and work program 1o embark on customs automation.
It was also timely that the Government, with international
assistance, launched the Philippine Tax Computerizatian
Program, encompassing both BOC and the Bureau of Internal
Revenue. While there was no queslion that computenzation
was the logical step 1o take, BOC management was careful to
choose a comprehensive but structured approach to the
program. BOC formed a group cemposed of some 60 semior
and select middle-level officers with vaned disciplines ang
specializations in order to draft an Information Systems Strateqic
Pian (1SSP)—a master plan that guided customs autemation.

The ohjectives of the IS5P are 1o (i) provide unified direction 1o
BOC's computerization thrust in ling with its mission, business
goals, ambitions, and functions; (i} identify the critical
information systems requirements of the Bureaw, (i} plan the
acquisition, development, implementation, and maintenance
ol justified and affordable information systems; {iv) define the
high-level hardware architecture, software, manpower,
telecommurnications, and other information systems and






