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Chart No. 1: GDP Growth rate and percentage of trade over GDP
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e Budget Speech 2075, Ministry of Finance, Kathmandu.

e e-Government Master Plan(Consulting Report), 2006, (by Korea IT-Industry
Promotion Agency), Government of Nepal.
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Internationalization Agency), Department of Customs, Kathmandu.

e e-Payment Feasibility Study Report, 2016, Inland Revenue Department,
Kathmandu.

e Websites: fcgo.gov.np; ird.gov.np, customs.gov.np, nrb.org.np, nchl.com.np
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Risk is defined as "an uncertainty of outcome, or negative threat of actions and
events" Risk Management includes identify and assessing risks and then responding
to them.

"Risk Management is the systematic application of management procedure and
practices which provides the necessary information to address Risk" -WCO
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Tﬁﬂ%ﬁ'ﬂg*a | STl bl GHIHT =g Pl Reportﬁ*_a{“{ Risk Analysisﬁw
TS |

o T SEH AT TS B IHET SHATAT T ATHITE Customs Officials T Se<d
WWWW FacilitationTEnforcementﬁﬂ'{ﬁWﬁ"TTﬁW |

o ST HILH TN I SHATAH] AATAAT AEGH SATEATAA ARG ATARDT
Juetey fo waa |

AT T TTETHT ST RIHAT TR ST ST e

JUTETshT WA TeTEers fegdt gikar qeaeft e drgfen wEierEE s we
R UNCTAD 31 R¥T ASYCUDA Worrett &9 9% & @1 B . Toa w=ar
FrATATE e TRUHT G | agafsy AT ASYCUDA ++ 85 R& Tadl 209§ AT <l
FER HATIE e TUHT ASYCUDA World BT R q 9T H-8R HRATAdEeHl AL
TRETRTHT 7 W TG ST 0 < &, AT BRIGEATS GHEBT | ATTHT ST
WHTF(HWTH(Selectivity)ﬁ'ﬁﬁmﬁ?o‘ioEITEW‘E?T | Red T Green Lane 9
% TRUHT AT TAHT ASYCUDA World AT W81 Yellow Lane T WARTHT <aTSUaHT
T | Blue Lane W BTCTTFH U TTHT <ATEUHT G | ETel ASYCUDA World TR 9UHT
Q0 T VR FHTAATEEH AT Selectivity Module @R & | 3T.A. J00Y /9% &

T famT ©e 03 = TG THIRERT 0¥,



TEAHHT ATIRHAT Selectivity ANHT WAR HAAIZCH] ATEAT 2&T Fow=al a7 Tl
YRTaTe A=A YU qedidd qars s, |

EQLGURIKIRURESE LD
TR U 08 Y BT THT R0(R ) T FrAie oM Faeer T8 HeTaeq S=are T

el HITAT SHTCAT DT T | AT

%) HIAAE] TN TeqFa=8] BNTSATTGH ST T BT ATIHAT HA SAf=ard T |

G AIAAEHT SAr= T TeaFar=dl BRI /A St T A= T |

1) WreEaEq qIT Teaqwadl BETSITa@H S T qieg TEor 7T T S0t ATERA

A A=A |
o) HIATE] AT TeaFa=H BRISIAEHT q07 ST S T S T |

Tl TR S el AT ST T gl (RS RIeBT R 010 3 W SIUsh! Hed Hed sqaee

TR UFHT U Gl YRl gFard) Saedrers HIaaa T Gea W J9@H!
T nifvuet 21 | o e Fedmeaa e sqaear T el v saaen
T A=A NI SUHBTHE T G caHT Hrg 1 TGH STaedT GiHideh! sqaedr
T G T AF SNEH ST GFa=ell AR GHEAEET (Fequ T Teg | ey
SGH SAFEAIT AT ST ! GATAH AT Bl SAGH STFETIT SHIH! TS T
ST Y1 FETHTT BT | T SHTGe] YS! I WHD! AT SAGHbT TR,
TerareoT, FATHeEhTaHT T SGwehT <IAIH T T Gva=el SUIe% deears, Risk Indicator
%1 ATIRAT Risk Profile TIR T, A= Hdeeale WH o1 TAM AEGH sqEdT
SHEATS TS Ud TAMIYT SGH SHTEATIT SHISHT HIAD] AT T ATALTH Hae
o 1 gHA TEg | T AIEh ST [ANE Siew TREEwh ! ATIRAT H3IEX
TUAHT SHEATE(H T, THE H-AR AdFHdars Ird T Fodld &7 T AEw
ST ShIGhT TSHHT cTFeT Ui T e (e el T 5 |

LRI

TSI T SR saaedra Ugar suierd v 9uT AUt g =18 o s
£ b e | o e SUETERT WehIRT R 9 ST YTaTsdieT SRR, WTO TFA, RKC,
SAFE Framework #TE el H7ER SISIITEAT SITEH SUaeTITals Joered Wacd [RUsHh!
qgeg | SOTAH] WeER FITEE U g aRETEe Aent @ gaed | Nuredl WeER
TGl I ST ARG HegTE ST=are JoTeliers A9rde AT 5 T TGS HHI:
TETET UM TRIF] FaEd § | R UK TAT AYHFE WHAdEE T wrEa
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0Ly /LY TR 0L |8 (2017-2021)AT UM HEASATD! A-TAFAAT  ATITAT
AATEAEY 50 FAeTd HITaE] Green T4T Yellow Lane ATE W= TRA Ioaid HUH!
g | AdE a5 30Y /8& FT TRIC ahed qAT oTEd Hiid qAT BRAHAAT FHT H=GT
SIS SRGHHT AT TS Seel@ g | BTHI STedl ATATaH@! e Yahald HUH!
< fafeT™ @I Trade Pattern WWW@Q?WW YU Rt
Risk Management Framework T Standard Operating Procedure (SOP) H TGY
‘TQYE{ | 4T Risk Management Framework Tl Standard Operating Procedure TS
FTHHT A HUHT G T TGP AT URRT FH S%aT Gedn A B s
TRIEHT AGEAT T | BT T=qed =T Robust Intelligence T WARTEE TATIHT SHRIH
SIIEATIT YOIl AYATS S Green, Yellow d9IT Red & AQRTH Blue Lane 9Hd
FHTIATHT TS T JLTATAR TENBHIATS TGT [Ea FradvTeal gl St
YU AT A2l |

THEAT & G ?

o TWEHTY NGH HATAITH! AT Robust Intelligence I ATATIHAT Iag dX
AYTART VAR WE-T <9 (AT SIal Intelligence EIRCEIRIR ERE Tl
Exll

o HUTARI Wﬁﬁf‘ﬁ?mﬂade Patten I HIUTA U SREH STGCATITHT
THUET SAUHT | A U TTeTehT SaTIHT Bull cart, Open Truck 26T WART &
TS AIAaTE s GATHT T AT HITaEdes g HE ATg 1 |

o THI AR JEETHT Vehicle X-Ray Machine TgTet Wi 3R S sarareama=n
A T |

o TWIFHN TIH TIETITHT AT Risk Engine T ATAYTHAT U s < eTHIHar
ASYCUDA World T <& fR@aT Risk Engine @™ T9UHT HIRUT AQH
IReASA HEAF |

o TV T&E SHISTThehT 3THTE Ui TTaehTd S cHa€aTd=h! ATt TIHT for
g |

o SIRIA SHATATIASH! SATNT 9XIGT Risk Indicator TAT Risk Profile T T@€dT THUHICT
e Sfer S st g e 5 |

o FHUA T&AT N UM THHT UIAT ST TUHT fof Gl | [l anerdard
TE I A AT g W e et g |

o ETH ST ATAHEN ATES Yool AUHT GAHHT &< TN &1 Ui ot
AREHH G |
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o U WRAAH! AT Gl AT U SRIA sTqedma=an] AN g TaHl
AT |

. WWWWW@T | ST SqaEriaT Compliance
LevelWﬁ?ﬁ-ﬁWWWﬁWﬂ%ﬁﬁWﬁW@? |

[IHER

T U o R AR 93 HUHT RO g AR SEel Hdare
T A qor Rygreantear a1fe oI qaFe | A TETS 98d Toed ale Jaels
FEET AE T T TG GIET ATIRHAT FeoNabT0T T ATEATAHATTAR =0T
IS uf ST TSI AT A= TR Ueell T TqE 519 & | 3 feRmet
SRGH SoAEdTI T8 SARHAT WCAE g7 T8 Aaamiie] ahd ¥ A6 Hed W 0
THR A ATEIHAATAR G AEITHT I IRATATERT TSB! I5 ¥ et T
BT v T BT GHY AT | B FALTE | TGS, AR TR T
SATFT Intelligence wings Wﬁﬁmmwzﬁm@ﬁeﬁw
SRIH STAEATITFa 6l TS A TAEHT Gl FMS! TETIT el arag, |

Tl diiee
o AR UA R0&Y, HIA [hard cuaed A, TaHed |
o UM WHR, Ad HACH, VIR 9N, WER IR TAT ATGHBIHT
THITIE® T HAAST, 0¥ /94 -0 /0T |
o HUTT GLHR, 9 AeATC, WrEL AT, e YTl A Hieraeq st
T Fee FEfeTsT 0163 |
o TUTH THR, A A-ATH, T (ST, =a THIERT 00 |

e WCO, Customs Risk Management Compendium Vol 1& 2.
e WCO Risk Management Guide.
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MBI AP I (Authorized Economic Operator) T gl
Ygi~e AR
= b aH A
[ERPREN

AATHEGH! AURETHAT WEGE AT | AR TEA q9l I Ao s
ST/ e SueT Ffer YRE S Ui Sige AT | A€l AT ST G WA
T T AT F=aRiTea sarareat Foft Srare = fredar srs srasmomet e 68
TR G |

T AAUROTTANE TCBR/ AR FIEA IEd HIEvg (e e,
ST TaeddT SEdT) e T Taeal HI98 S I T Haid =% (Supply Chain )T &1
B SHAgITs [aa-y saaardy (Trusted traders) T TIHT TAHTT T ] ara=eg |
T SATEITTS =R TGl ATCTaTATR T Wi Sier ey = & s T S T T
HEG (o T AT FHA AT T STEal Gradn TG T q57g, |

TEQT AFETOMHT AT World Customs Organization T WCO SAFE Framework,
World Trade Organization &I T T&Qﬁ Trade Facilitation Agreement T Revised
Kyoto Convention & Ug1fFad ATIR Y& a1 g | e Sgifeas srame @ st
ATHT ST FANAEEAS @9 g WS I Authorized  Economic
Operator(AEQ), Trusted Traders, Traders Incentive Programme <HRAdRT HATHIAC
FHRHH G T SATIR FEoah 0 T a5 |

AT SATIR. FEA(H ] AT AT Aaall AN (Cost) AT ST bivgd TYHIAT
BT THA(Time) A8 GHT {49 eea fa= anferusst 5 | a9eht it WTo T WCO e faera
ﬂﬁ@ Authorized Economic Operator, Authorized Operator(AQO), dAT Authorized
Person(AP)WWﬁmﬂﬁW@ﬁﬁm |

Authorized Economic Operator T HIEIHIAT ATANH TIHAT /A THE TR
WEFATT Aeaee el WESIHT TG B Tl § | AHT AN @l 9@ Mutual
Recognition Agreement(MRA) Tﬁ"ﬁ%@ﬁ@ | d: T¥ TG Il Trade Facilitation
Measure T éies;llr:dob AT, EIEERCEIE NINK ‘ﬂQTﬁ AEO dIT Trader Incentive

" R3S fAET
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Programme, AEO T W1l AT ¥Td, WTH I Gl T4 MRA ST § HISaT T ATl
AT I GFe-d Tl cqaedl AT MU § |
WCO SAFE Framework SRIMH Authorize Economic Operator

AMFRE AHF qAAF Tl B G RN TG JEET i o6
(Supply Chain) & ;ﬁ 9N SFEEITs fGe USer ARl B | 9F ATl ol
=ich a1 [ FraReeiy Ud AT TR SHadE HeE T QA T FEe g
T TGS | A9EEY Ul WA Safh AT el SvEEd SIEl HeER
BT, AR YhaEe adr g 97 EETd qbd! A-aued ATEaIAl AEaaE
o YA WUETE T HT 0 6Ty |

AEOQ TFI=dl JFLTOM World Customs Organization T SAFE Framework of
Standard, 2005 &E AUH B | A-qET AIRATS UL T FEoNHW (Secure
and Facilitate Trade) T R00Y | WCO &I Council T SAFE Framework of Standard
TBd T B | SAFE Framework of Standard s q&% <l &HMEFEIT TQ
FEATER THT A | AT Framework HTAI €IAT ATEATCHE ATIETE (Binding text) ST
BIE T HARAT ABRATHT SR Geeieaol ¥ GRIeTd Sqa@mas! ot Anfaeied 99
B | A Framework T TR HeX Pillar-2 Avaqiid q-aR-qaamd ArerETd (Customs

Business Partnership) E 2 T | TGET & daT Standards BC WH g1 | 4qr
Partnership, Security, Authorization, Technology communication, Facilitation
standard = Authorize Economic Operator T STIREL g SIHcd '{R@I’d gqrEdT T

SR FENHIH] ATIR Y& T2 | WCO o AEO FFarell ATER, L& HIIETE,
FTAFAIT THHAT T bl g |

Revised Kyoto convention EIl CIE)

JoNtaq FACT  HeTarrae!  qEeg 31@14351 (General annex) ST Special
Procedure For Authorize Person #=diid Article 3:33 AT ¥R qllebUahT IS
ATUREE T TH, HAAHI 0 T TH, Fardd dvier@ 9w T o
e T weAEeE TEET B U cHemd (st /it s
@S Authorize Person SHI &Il T T | TEAT AAaEeds HeE EEIREIS]
1 glaeree T @ wEaE wWal g

v “IATH GOl Ud HREAH] ATERAT H R S=ae 19 da |

v SHIEES] ATl T a7 WRER dldhebl &AW T CO&dl aeqb! =g T

T |
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v Fafta A s Use ST ATaRAT MR qRae e, S T
o |

v Authorize Person &I SaTadId® Hﬁ%%ﬁWWTWﬁWW@[
T e SAqEedT AME Whl |

WTO Trade Facilitation Agreementaﬁﬁﬁ Authorized Operator
g MR WET SRS TR I SR GRS E GEE 2096 ae
FRAATHT AWHT B | Fq AU AR FES(0H] AN [ Taaee
TGHT < | ar ?:I'J-?eﬁ?lﬁﬁ Article 8.8 HT Trade Facilitation Measures of Authorized
Operator T AT bl g | T F”-‘éﬁm Authorized Operator T T 9Ee
UTECERT FHA-ATTH] AN ATeATHE SqTe Bl |
I GrEgE A=qid Authorized Operator & TN Yedd HI&d Trgﬁf EXIRIES
FESHLITHT AT AT /AT, TREET T qT WrhR TRl ARTh dasihaor T4
T Jeo@ g | A e Authorized Operator B&HI WM W= Wﬁﬁ
URATET FETIH Ud WAl Ag S Her3+ e Aave dibah! §:
v IR U4 #7F GFaad HITeed! I0 SqHT qRdrer T |
v AEYI® AN ST ARl AerE saRdd T qdh! |
v ORI ©IHT TEEeg UHI, TATH WIATHT L& (Security or guarantee) @
TF |
v AT 9ERAT (Supply Chain) AT FX&d TO# T & THT |
v/ dT Authorized Operator &T @RI gcjrf 9 TR YeTEAe T A9EUE aAre T
AqIg SqIET ILhT -
o Authorized Operator &7 El;j*f ARTH T a1 HEH T d7F GaWe
B WIEH] AU 9T |
o AT T HEIWEINT SAAQAATS UHbTaC T a1 GeaRl RS |
WTO TFA %1 WHHSHINH Authorized Operator B&ElE F+ UM IUThI HeaR
TUMEA FT HEd BRTHT 3 9T AR FESHHT Faer [Kqoq g7a:
v R ST 9 BN o qedidheh! dAeardar a9 |
v Sifae FaE ug siers gerss a1 B9 T |
v R St oy T
v R WEgd, FX, Yok Al JEe qug qHrers [iEa & 9fy wea o
T T TG 99 I |
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v 'GI'?DT-B ar hH AT (Comprehension or reduced guarantee) TGN AT
ElEEIGRICE:CE

v Fiaa qaae A A,/ FaraHr ghd SRR A I a9 |

v/ WEIEeT AT Authorized Operator &1 UREX a1 g dldbadl a7 ﬁ

TIHT TS q€G TAT AEEAB! A= T G |

O

Pillar 2: RKC general WTO TFA
Customs to Annex standard Article 7
Business 3.32 Authorized
Partnership Authorized

Operator

AEO Person

Authorized Economic Operator% 2 ?

FEG TAT WAFHT F-qBT AT Fiqar Gewmlt g7 WCo o dehaT a1 aed
Trq SATEIGE YRR AUETS U Tl Frei-dd UMbl ek Feg-el T&idd
TEHT STAEE A1 U T AEO B | B HaErdl AEO EHT N MR HITART 00
AAIAIHEIY F U TEH] FAE, T30, TRAEH, a0l eRIadehl g qEeear
TAMFUHT AT AUETE T WH gIIeg | TEdl AOETE T I+ ICUEH,
311'&1?!%?, ﬁ?ﬁ?lﬁrf, R EESIES Q%lf_cf, carrier, Hegeasar (Intermediates), Port, Airport,
Terminal Operator, Warehouse, Distributers, freight forwarder £y ﬂ% AEO HT &1
qasg |

?T@f A Authorized operator dT Trusted traders g%l Sl Fﬁ%@l’lﬁﬁmﬂﬂ
FHITAT AUETS T ATIR G LIS U 9 AEO T <Y STeal GRear (FHand, e,
FHHIAH! &1, Trelicord AMc@ T g4 qeHT) AUETE 9 90 T aTedrcHs®
EFIEQTﬁ E%? | GBI Authorized operator TAT Trusted trader % AT TYEET
T Mutual Recognition Agreement HT T GRS gﬁr%n RISE] Fﬁr%_'FL | Prieears
ATFAT A AT BTIA Al STHISTHSET grarem A &7 qibgg |
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ERLINEEY
F U cHEEEl AEO/AO/AP BT IRT ANT FEGT TN WARAH T AGH

HAYROMEAISH AMEUE T 968 | ST WCO SAFE Framework, RKC T WTO TFA
AT AT SAFE ThT & | AT HREHA AN T F U I9T AGR BT
AR T AUETE qa] I §og T ATl HIEUS a1 ATIR G I A/ aiassar T
=T Logistic Operator W AEO/AOQ/AP T AR ART AN+ | ITdT ATIRET HFT
g1 ey
o WUR BB IUT IRATAAT THT (TR, qeaidsd qdr Iedrd Rigr)
o AT THIGTH TR AT F-F AT HIIAHT Jeads s T SAET a1 qerd
TARTRT
o AT WA TAT A= AEAUH qedH AT HUHT
o BT BSHINH AMTGHT AR TLMETHI e TGS g qa ogaedl
MHT |
o FHHAN AT T AT YUEAIH] Irod Sqaedds T e Wl |
o TRl Rrawee, 7 fFEEe ¥ S fEres dhere caetead T8 aas
o I SUAEAT THEHFTI HUHT |

AEO/AO &1 WIZaT T Heed

Authorized Economic operator/Authorized operator EARER EFI\TFY JHHT i d
AAAIeTg BFEIAT 3 AT A TUAT @A g7 | AEO W HUHT A¢THT A&
AT MRA A=TRd =T YT U glaer 9ST 9aEg | gEatud S9! AR
YT ETUHT GEUTEE Wed FA AT G5 GEdEe {9 g T8 BT SAed A
ya=g T 94 |

o HER WSO TET iy St T |

o i TIAT GEEHT S T L Searg T |

o WUR SIEAUTHAT HH HRWIG T4 T AN T |

o THATMH] ATH TAM A1 A= Alebebl A TAHT TS Feqh! S T

o HWITER foF o1 TAST I Hegel/H i awg g AR T |

e TS HITETE UahUeH WHM A T4 &4 |

o TEAT HAGHAATS TASTALS, e, AEANTH ATGAT 58T wreafsbar f&o |

o AEO T W& AEAUH FEATH] THETS VIP L@ €hide giaer i |

o WA QAT S HY T G |

o WEHA [hal WIS U9 HaAlY TS |
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o THECET THAY T el AT R5ar T TR T qUT SATSEY HH
T T |

o T BIWHT HABT & ek Ao, HH oM AT Uk Ik L AAHT AR
AEHT T T |

Mutual Recognition Agreements

Authorized Economic Operator <] HUHT TIEESHT Authorized Economic
Operator B&HTS g SUTT W= fa=gar wmama Fafa &l s woar giyan &y i
A Fl"%ﬁ_dT 3 Mutual Recognition Agreements B FEd Agreements WHUDT
HIHHAT AT (FATdadicl AT S3H IU TREH] AR SA(=ad gadr @7 9T
THT TSE YA |

TEAT GEATAT T GFEAET ST WA TS Negotiation @ TRy |
I Negotiation T AEQ W] WUHT T AIEVEE®, YRAH] U], TRETLIAT, FeaT
gl o Gt §g | e 3eTeed St R9ET AEQ FIARAd Tat
T HUGUE T WU T WOHT WA GEA AT FerS T | MRA W 39
I IR WS 9 SISy AUt USel QU SXh QuTR! fraeidrent
ATUICAT AT T SITAT Tl Aiteie ster oy ofver St g |

FET IMETHT AEO BRI ATea

B foEdT FOT o T URAT TAAThEHAT 9% ATEe AEO  HIATAdT
TRAFHHT T | Fel WETHT AEO FATIIT TFEILl AIEA I YFR Whl § |
WRA: WA 300Y, 3 T AR WENHHT A Accredited Client Programme
(ACP) HTI#HH TN T ACP W1 T U@l (Client) e MFUaAISH g fausr
foRr | ¥ 3099 AT WCO SAFE Frameworkd®ISiH AEO HIEHH [EHM T AN
T BT | 1 R09& dE WA ACP T AEO @TE UHIHA (merge) T ATEdE®
TIHT T AEO programme AR T&! G |

WAHT BTd AEO 8% 3 T8l (Tier 9, Tier R, Tier 3) T Logistic Operator &
A T TETA JOMN ATeaT THT G, Tier } T Tier 3 A1 WaHT AEO Boel WA T
YHRHT FEdT 3T T MRA AT WRT [oF 9168 9 Tier ¢ AEO s & HIUSTS
AME TR 4R HAHT 9T (compliance) AT 717 WS [G3UHT § | T&@T AEO
EEeTS HE diud e A WU g 9 MRA AT 9T ford qrdeee |
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AEANE: ATAVSHT 30008 AE AEQ TFaell HIAHT AT Wuar urd 2099 T
WA pilot HI TIAT HEAFAIT IUHT AT | T 099 AT Exporter T AR Rty
‘T&Qﬁﬁ AEO programme, X093 Eic) Importer, Customs Border THAHT Fﬂ"lﬂﬁ'@ﬁ
o | Bl Department of Customs 3JI~dWTd AEO Standard Division @aﬁ E) T
R09Y TE MRA THT 9T FWHF! G | B FA9 Y00 a2 AEO BE WH G |
BSHE, DI, HARTAT, AU T AAAET MRA WS GHH! 5 |

HIRAT: HIRAAT AEO FIFHH 00 A@ @RI HUHT 2 | HIAT International
Supply chain HT T A EEl exporter, importer, Customs broker (bonded),

warehouse operator (bonded), transporter, freight forwarders, sea carriers golS

AEO W1 THMEY TH! T | HITH! G=GR UFAT F AEO %I SUaedl &hl § |
%51 HH™AT AEO authorization and management team @@l § | AEOQ &l @%
Logo TR TIRUHT T, T cAEQNIE &7H qFASS A | Tod® a4 AEO 86
grading T iﬂh(*%g | I=™del compliance T T security U T AEO B!
degrade T qUr aﬁraT THT BCIS"g | AEO HT W&l Samsung qIl LG ST&AT
FEIAEGH] YA W=AAT i St TS | HIRATAT 8Tl %49 500 AEO BTH!
HEAHaTE @0y AT (i <R &g | WaRE dfiies @a Fem, 36, 7,
AT Tl FEA AEO TS (8T Grerem Iuered TUHT geg | a9 T4 i
ATIHIIT FAT SATAAMH ARIER SIEEHT MRA THA TFI AR HT G |

H: =TH AEO T JEATT R00C A1E WUH! 21 A AEO T MRA R09R 1€ WA
E TUHT B | A G 09Y A WA WIETH AEO HAT+aaT WUH Iaeg |
JFHAT General Certified Enterprises (GCE) T Advanced Certified Enterprise (ACE) ™
TS YFRET AEO WHT G | ACE AT MRA FHRATT WeWRl g7 @aagd | &
FET HUT 3000 AEO BC WHT G U 3 9T SUEEHT MRA TFIH 9T Tohah|
g | AFTHT AEO FHHFEIA WE GhUley WeER ST ST U O WIdeTd qT Siferarerdn
30 Yed GOR AWH TebiH Eh G |

WRARAT: HARTATHT pilot T TTAT AEO 3099 H {EATT ¥ R09% AT AA 0 Tqa
AEO T MRA HII-aaF WUHT e | BTel WAL LY aaT AEO 86 Whl B |
HARATT WM, 86 IAHT SEEUT MRA TRAFHH! g |

Traders Incentive Programme

AEQ HTATIAH] TN I TA THAUHT T qebld HRA-aaT qod  THIHT
TYTEGHT Traders incentive ¥ Traders Facilitation T¥a=at [afv=r ®d%uee R HUST
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B | TUUR WESIH0Th! [GemEr A AT AEO BRI ATAR 0 TEg |
AEQ HIad- HUHT T9THT THA ?ijrf pilot programme 9 I AEO HHETFaTT Wl‘ohlf
Y | HE WECH AW TGN TEFT TG TBR LH G

fRSi|T Gold Card System & FEAE Customs T Tax Tﬁlﬂjﬁ highly
compliance ™ sl HUT GO IS Gold Card System EJRECDE] Tﬁi’@ﬁ g |
Gold card WH cHaaiaTs AfTh e T AmEd Faiaar qestie TRus g |
ﬁ%gold card W%WAEO Ea) pilotﬁmmgﬁm@ﬁa |
BT U8l AEO HTAT-ad-ahT Ad® qard Wbl g |

FHIAFATHT Best Traders Incentive Mechanism (BTIM) ®T%H &N TRUHT
T | 99 FEHA FdCTT Authorized Operators B&Ts ATAYAH I I T THT
IS import/export T IEELL] @%‘HT fTguar § | IDE IS AEQ BT
TIAT ™ T A @R G | HIATATH B Fel gl STaaigedrs W a9
FHTAFHAAT AL D] Tevg |

qqar TQfﬁ'*ﬁ'qT Importer Trusted Trader Programme FTITL‘T&@ g | 7T
FAFH AT AATAHATAE AT trusted traders T AT AAGUE qrh e
gferer fAgUFl g | SATCTRYET BT pilot BT TUHT AEQ HEFH YU g LM
TWH g I T el [ coaariieears Jr AEO @ 9UHT § |

BEISCIEE )

9T Revised Kyoto Convention ¥ WTO Trade Facilitation Agreement £l
qaqy EI%RTT'PI EINIES ?I%Tvﬂm AR Authorized Operator/Authorized Person
BRI I TH@H] AT Wbl G | TAqHI BAAAT T GHAES afhT Wbl
WU M HEFIIT W T 958G | 9@ WCO SAFE Framework, 3004, HTa-aaT
T fawT WCo | S T Ry am Authorized Economic Operator Ea)
FTAT BT TIAT AEAHEF (Legal Binding) W TwH! G | FA: acHI o
AT AEQ eI U SeATcq® Feel 9 g |

TR IR a9 AGHBHIHT WHIG T HEAST (R099-3039)
00 July IFH Trusted Trader Programme HTAFadT T T R030 U1 WA AEO &l
FETEIAT AT (feasibility Study) I ASHT T@HT § | 8 T SASEC Customs
Reform and Modernization for Trade Facilitation FT%# I=aqTd R09% F=ar a9
Tl T HITTHT bl A= [T (Gap Analysis) T T § |
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fafasr b fftea gome uSn BE | e, U S S (10p) g,
@I qAT AAEAITH! FE AU ST AT G G (NTDB) o T8
ATHT T | NITDB o Entry dIT Exit Gate TIATAUA, Parking SHATATI,
Warehousing, :g.!'EIT?-ﬁW TIITETH! Lane STATATIA, TLAHTS, HHAGEI TIIAHT
FEE LD T |

Harer W Ry e wget T v G Wi SrehiEe

Bihar (East Champaran) - Pradesh 2
(Parsa)

1 | ICP Birgunj (Raxual) India - Nepal

2 | ICP Biratnagar (Jogbani) India - Nepal Bihar(Arariya)- Pradesh 1 (Morang)

Uttarpradesh (aharajganj) - Pradesh 5

3 | ICP Bharahawa (Sunauli) | India - Nepal (Rupandehi)

Uttar Pradesh (Bahraich) - Pradesh 5
(Banke)

ICP Nepalgunj

(Rupaidiya) India - Nepal

TR fasmr © Y0 I THIRGRT J0Y



1P AT STy GAdRE
# W SEIE B

# dter Fefe

# a7 e

# eI YA

# Tafafed Felt qan

# Inspection Shed

# A L& I

# AT qAr Fatd e
# O e faga

# STeCAIRS BT

# Animal Sheds

# Charging Station

W@Gﬂﬂ%%?

# ol =)

# T, T qAT G FAERA
# lIsolation Bay and Footpath

# WAHE IR FR

# S

# HEI SHAS 9o

# TS & a4 qe

# ALYUTHA

# WESE TR &5

# Fire Fighting System
# =T TR

IcP W1 W e Fewee eanE, WER, FEicargd, 9 g a9
WQ%FW@@WWWH%WWW
WA ST |

U AIRATE AHEA T TT JoTelh! AT AIRFT THT T AT
T TEEA |

ICP | S, WET, ¥S, Uhg, SAANE weal el gieTes b €A E wiH
B Gl ATAaEqh! SA=E T7 ATAEEH! ATAASTATHT Geodl oS |
fafva FemdEST TEEd aHag a9 & a9 THE ATRFYE 98
Vg GHEATCHS T STaeTo-a] 3 IH 4 |

Y=g BT AIIHT Computerized System (ASYCUDA World- NECAS) &7
T FEFEIT T AGEE F@q GEar qéq Tb G s JEEEe. R
StearEeRT HH el gRAr a° THEH oS |

TR AaTgels Taeierd WUNTTdT AT ara- adr self-compliance IES
Hreares TS WA e, Hasatar qur gResiar earg e H e
AGFH AGRET T T |

©° %5 TG THIRERT 0¥,



BITH] e

o TH HIHAT AT AAGEH! B T WAUd T ARAAE AT AATEqeoh]
FO9 Y0 YT SAMR B THIFT S Abee g8 A g |

o fOW WY wRAETE AT Bulk Cargos, TR T Eﬁ ﬁw@r LRI TGED)
TRAETE i g7 Svad ¥ Fa g wfessier wereeg whidd ST e
SeOTE g TR A |

e ICP ¥ NECAS & Gate Entry Module TN T HH & TRAHUH A=A
e FFIU 9ERAT Full Automation AT TW&T § |

o A qA CEFT W AFAE SATTE AHFT GO T GhAT AT
AEAHT AT O TEA AMABTH TRIHT G |

AfEF af 0¥ /08 F WY 9Q Y GEHSHT HaT

IEERU) #rer (BRJOY) ICP (BRJO3) T, Y AT

ST TR Fe 57326 29513 51102
[REaICEICEEE R re) 1120 3878

Green Channel % 29% 66%

Yellow Channel % 6% 9%

Red Channel % 64% 25%

TqoEd WA (6. AqFHT) 34.78 38.62

FA qoEaHl e 47% 53%

HIT: IR FBATIHT ATE

i et 24 % sRag WY Ui S S G auE @ uh

af gaE o AT TR 9RO HRER (CP AR g WHET g | et

fEdmeeT ATaTRTEGE! ICP AE ¥hed WUHT ST AT JRIAIAS] B bidhd

St AT BRIAR AGH AaREAET AT WA g | AKAAE A1 gal

HAEE] q91 AolEH] TGS ATST HA UM GEET ARAEST We=w] ICP A

AIYHT Y | TEd SIH Gediba! RErerel ICP AT =4 Wied T AW Agear
T BRIERHAT I59 SRGH Wbl AAae] S=IEAT TN HUDT <fgweg |

AT TAT ARAT ICP AT Port Handling Operator BGel TS A=l Yedheed!

qAICHS X1
BEIKED Nepal Intermodal Transport Development Board (NITDB) @l

WRAFT Land Port Authority of India (LPAI) o ST &/ (ICP) W1 9T T
GaATIHT g qA ATIEEeHT [AWd YPR T ATIRAT f[edhet o Tagd |

T famT ©e 9¥Q TG THIRERT 0¥,



AT TeLART AT @ el ICP W YaeT T garl @rga qr
AAAEIECH] TaeT ok, WiHg Yok, a9 Yodb, TR ok, ARATAE Lok
wear e qewee [ o g | IRaah g Suedh oS seddr fBE

T TR wF 9

Approved Tariff of ICP, Raxual, India

Entry cum Parking Fee Weighment Charges

Vehicles Charges in INR Charges in INR

For light vehicle upto 5 MT (4-6 100 Per Day or part 40 Per Vehicle/Truck

Wheelers) therof

For Commercial Vehicle upto 15 MT 200 Per Day or part 50 Per Vehicle/Truck

(6-10 wheelers) therof

For Commercial Vehicle more than Per Day or part .

15 MT (Trailors & 10 -more wheelers) 400 therof 100 Per Vehicle/Truck

For Chassis 250 Per Day or part 100 Per Vehicle/Truck
therof

* 24 HOURS FROM ENTRY TIME

Source: http://www.lpai.gov.in/

Approved Tariff of ICP, Birgunj, Nepal

. Weighment
Entry Charge Parking Charge Charges
* *
Vehicle Type ChRasr'ge 2 E;:rag‘; s 8- “gﬁ;i::y 5 | Charges/Times
40'CONTAINER TRAILOR 643.08 428.71 643.08
ATRICULATED 20' VEHICLE 643.08 428.71 643.08
ATRICULATED 40' VEHICLE 643.08 428.71 643.08
20" CONTAINERTRAILOR 428.71 321.54 428.71
BULLOCK CART 107.18 321.54 428.71
CAR 107.18 321.54 428.71
FIXED CONTAINER / C-TRUCK 321.54 321.54 428.71
HAND-CART 32.18 321.54 42871 Loaded
JEEP 107.18 321.54 428.71 \ﬁlcgl;sp:s{
LP GAS FEU (40) 643.08 428.71 643.08 o
Vehicle/Truck
LP GAS TEU (20) 428.71 321.54 428.71
ON TEST-TRACTOR 214.37 321.54 428.71
RICKSHAW 32.18 321.54 428.71
TANKER 214.37 321.54 428.71
TEMPO 107.18 321.54 428.71
TRACTOR-TRAILOR 214.37 321.54 428.71
TRAILOR 214.37 321.54 428.71
TRUCK 214.37 321.54 428.71
* 24 HOURS FROM ENTRY TIME
Source: http://nitdb.gov.np
T fomT © 40 = TR THIRGHT J00Y




R IID) TEJT SO T WA Port Handling Authority ool for Pob
ATITAT Fel AN &l SEUHT § | A AN Soel@ HUSHT Fa87 T4 qehs
Tebeld Gl T B AT AU TEET A W argEide we 2w
T | WErEEq bRl AN A GG @ T, BN q9 AT B BRO
AP O oo uiihe oREdET ek He wEW o dferg | dEe gEw
HIAaEdh] AN T@T9e | a0l el W H YO e Hraak WA 1CP
AE FATT T AT & AU FoLT AT T AR Hifeldee (P ARIwee e w4
AT A Hegd, fevad, ©ig ddle dAed el ®Har AT 3300 (HT

qew) fad o ey |
A af 00y | LY, PN AET AR WY IR T TH ICP AT FALT TRHT G
R ESEIRECIU)
Vehicle Type Number of Vehicles | Import / Export Status
{40' CONTAINER} TRAILOR 12833
{ATRICULATED} 20' VEHICLE 68
{ATRICULATED} 40' VEHICLE 6659
20'{CONTAINER}TRAILOR 3030
BULLOCK CART 0
CAR 474
FIXED CONTAINER / C-TRUCK 4328
HAND-CART 2
i 7 | Vehicles 66180 and
s s e
LP GAS TEU (20) 11
ON TEST-TRACTOR 107
RICKSHAW 20
TANKER 16274
TEMPO 8
TRACTOR-TRAILOR 20
TRAILOR 106
TRUCK 19990
TOTAL 70693

Source: NITDB, ICP Birgunj Record

AT A J0lY | BT T IR GEAHT AfterE gl A argddEr gid
HiETr 93330 T ufdfed 9 ffEe amendesr @aaees dEasad Wosr aear |
Alecis S N S qihT qur ASHT FHEAT WEIEHHT YA R
T R o T O wrRae fHE FRER g YooswaT el garie

T famT ©e U] = TG THIRERT 0¥,




Agee, ol gard 9rge, disdhd, AR dd, &l el gaedqa= T4 gih
e RIS |

qHHe T

o e AR W grEud GHEAES

(o]

(o]

g, ¥, e, TAH TG WAdE] SHra qur gAriE] qEaTaed!
iSR! TS AT A TS qT METH ATEAITAT HE1S 5] |

ICP W1 G& ATEEH oHaedl TEaT FHANeCdd THA AawdaT T
HEAS g AA TN FA AEAH RO ARAH weERane Icp Fatwa
S AT BRAT GHET §Y

ICP Ja¥T 3RAE FEUC ARIEHFHSG! HUd Voo WHax el widhdl
TS HE AT A TG |

ICP ! YTHAICHF layout THAHI HA-AAMT MR T TEREH HA
WERATET e @retet 78T |

B AG MR BECIS qEaE WA SHE wO" 0o gariism
AETEE (I, H-aY, <AL, ol aPR) q9r e § | S
AT HRER ICP AT FA@H T H&E &7 |

ICP ATHT AHT § af U qe 79 Ao THuee waw, =,
ATE, BT AR dled qUT AT A R, G GBS Ao |

o Yo Tl qHEA

o]

WT—TWW@ ICP HT Parking, Weighing, Handling 1 =g fafay
ehe® g I HRUS SATIEE ICP a1 Al |ed <ars rcaned
&g |

A AT AAHT o ICP o o o FET a1 ARAH SeaRAT Hieae]
YoTT = 9 @ |

ICP <1 foI Y[ed WEM WUHT BRI THANE qA@d g Taa] |
AT AT STALMh AT F¥edl FHE

AT R qATICP TATH HTACH THAC THT §aT FHAY GeTued
TIT ATIASATHT AFeT T |

T fawmr
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o TR FACT FACH Fa AER Uore, UidHiEuEe qur SHEed
FHACGHT AETH WK, Dryport &5 AFAMA ICP T a1 THIAT FTH
g AT TAEEH B T Sear &Y |

o ICP HT WAWIE, WUHT T Fod TEARIH] T, TR ARTGH
ACTAH @@, AT HiEEHT GEAeed! 7Hd PR g1 Tad] |

o T T URERATNTT wHear

o AIGTH WER AT ICP TSl ¥ GFEl FAREE WK FACT gE B

AT WA, THT T AAEAT THTAAN HIEAR g Thbab

FATATHT A T qaariEes Sed AH TS |

o HRAW ICP, HRAW Fe HEW, YU qHET ICP, YU WHRK qadh! -
ATHFT software, UhAT, Faw wfect &7 cUeQmiige®! T8I, AN
TEIHT AT IHAN F21e TRl |

o WRA TAT AUl [afve Madeea! =% i, Yo, SEMT, Entry, Exit
edr fafag geeed el g Awee GH9EH ICP BT a1l YART T
TS |

o WA WERATE Bill of Export S T &HA AR, FATNH! AET qleg
TIFHT THIEH, TR HAE, YR Uoive, 9ad =%, Intermodal T
A HUBH! HRU G ST ABBTAT ICP AT AN T ARMAAHT (et
9o AffT W gAT 9 SaaErt ICP W TS WedTed g |

o IFAHTT FHATHT qHEAT

o A Sie Srhrar Wbt e Fepmee wb weE UF, Fow, s
iU qar [FERT Whr qur Bl Bld FeAd a9l [SEET ATded |
E31 gH-AT GAEHT g |

o T B UHAET qE HBEH HEHGAA U T IAATAT BB
frame T (SR YO g Wkl Ve TOEHE @, 98] 997 Tele
FATTET BT AT T ol foars)

o HEEHAE! AT (VET: WRER WU UST WSOETE YEd a1 aed
FFmer &4, WEEq@l ORAn, Hoed, TUERET [ugEr 9hqg . T,
GHEAA™T T w&dl w1)

o UHigd Wi ST ATHT Gid Greehl FANTHT o

T famT ©e 43 = TG THIRERT 0¥,



o YR WER, WA Port Handling Office, Nepal Intermodal, Nepal
Customs 9T =g ebraeee=®l fFusla qur sgueia qH== Jurard

gd |

ARTHAT Hrifeem

o it qATeReET T W B 1cp W U WS, IS qAT W, ATHT A0
ATl ANTBT T g 9 GEcH® gUR qdl WA W B
e feqa |

o ICP WA M YAYER I Dry Port Bypass TEEHT FA9 900 WX a5h
foreare! ®1 =iSr FFa= THI |

o ICP H TWEBN SHAEATAH! IR H=HR FME, Intermodal, FL&T Ham,
B qUT U ADT HHIREA G ARAYE T GHadTcHE Tl B
T

o U AU ARG FaAhET P W oY wwEl R geddr ww@e
TREAAHT T {ehee Hel UeTg ICP Ahd g HRIERAS Wcdgd THa-
TAT ICP W WHT FHAT [ FAAD! AT {edbabl TAEAAHA T dqchTd
AT <AST I |

o ICP T YT qFYU HIeTareq a3 SUNN, SAIEears Weares e |
TCHI e IS g ATehHl Heawqeeals dWard ICP e wareT
ST 9 |

o AW VR FEACT GEa=aD] ARl AZADHH] ATEIH ATTH H=AR
HET (ICP TH) T FAT T=5TNE AR FATGIAS T3 HIATT TG
ST T |

o WU R, TEHIE, WRA WRAR 9T LPAl & WANT TEREHT #AT-3ATFT
RRRERIE| ] Interlinked T data sharing T UEFANTT Seeiears & T |

o B ARH AR qA AERW g TIMee W StearEsr B e
FHUY SACAI GG e SHTEAAT q GHY HIAAT qFedqo | Hap
HIET WIHIT AT AR BT & B T BIH [ CPATHA AT g
AT AN T BTl QA A-LeAls AT Araasiad il qr gelr T
e AR A |
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T gl

WR UF, R0&Y TAT MaHEe, R0&Y
WWW.customs.gov.np
http://nitdb.gov.np/
http://www.lpai.gov.in

faferer o= 9T AT dddeo
TgR FATATHT ANTE qAT THEET
AT SeeHISd AT {61 FHfdHT THEHee

T famT ©e YUY =
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AAADHT TR TEETAT L Hed (o qeaal STehry
& TR e

ToHl g WRfg § @ anY #K, ed ad Seqeed
THATarE B TR YA T AUHT qEg | TIdT TR Tt
SREM Wides WAl REgHEeErs [ g | Rl JuTeshl 9RER e
T TEHEE Hedd U Bl WHT Wel g | 90 9eER fSegeedr s
ST T SedT YIS BRATHET AR T 6 AUE g |

TR I TSR] M FH 9 Areraeqsh 9= qea faior 7 #6
T R WeAH B, I I A aeid @ IR deRae g ey |
AR Yedihclls Teqa~al Uieel MR qeddls Teq 9o g | WraR qed
TR eR FORT W W @i R a el R weme
FHIIAGHISH IR ARTHT Hed T, | HaR Tod MR Grergar ¥ar U,
08Y H TR 93 T TR (& W HAEN INUH G, T AR HediHAH! THE
HTTAT ATIR 2T |

YT g AR R e R
Yo g WoERqH! AR Hed e et frg camr Sedsd e
He el dqan SR QAT FTE"ﬁT“T (General Agreement on Tariffs and Trade)
QRRY H GRT & FHATAT THHT AR GEIS HUH! TEAET Iedlid W)
TAmgragl MaHee, AT T ATedl JaeFad TaT BT sFaedl Whl §, 9T
[RESINCIEEERE
(%) eI HRER el ATARAT (Transaction Value Basis):
Torliediel el Yordl TRl ATATeqh! o FATO T & T HEmsa
e T =GR U, J08Y &I THT 43 BT UG (3 JHITSIH EIooT TebT
PRIAR HeAHT AL, AT G A0 qFag o GHIEL TSB! HUAT AL T
El PEAR HeAH! ATIRAT AAEEdqH] W8R Hed FHaRo 1wy |
Todicl ST TET Wed AR AFaers GHEIE @l BRIER
Headls TedTs T 99 HESIG AR T Jeq99 g | a9 e

T famT ©e QUG = TG THIRERT 0¥,



AATEIH! AR el R0 g TEHAT AFHT HRO Aedb! o A
wferpae gt derdshdiars i odg |

(@) qRETH El\‘glcl'?l FIAR tl\wd;\l HTIAT (Transaction Value of Identical
Goods Basis):

PRAR HADH! ATIRAT AATEH] Hed R §F TAHAT q&dl ATaqeqap]
TR Wed AEdl W@e] Yo gadeal Ufel Wara ord HThET SIS,
T, W T P e et Fw uE SR swwr s
ATETaEqah! HRAR el ATERar [Hafer aieg |

@) iﬁvi’l@vél qtgq;l FRAL i;l\vqch\l ATIAT (Transaction Value of Similar Goods
Basis):

THEUH] AIAAETH! FRIAX TedH! ATIRAT JSM g ACEwqH] T el
fafeor g7 T e 9w Yord WuHT W HAA GET AHIHT W SEd
T, AEAET F9 T IS I ERdTET HRURT & SEd B THEET T
ARG CIHT HEHL gAaa [Healoeal AIAaeqah! HRIAR Heddh! ATEHAT
TE WA qed HaRe g |

(er) ©reTe fafeer e (Basis of Deductive Value Method):
Rieaseal aeqH! PREAR HedH! ATURAT W8R Hed BRI (BT
E WerEEq A A A YO 9 SwRAr Tordedte  wEEa e
fchdg okl WUHT W 99 aad &6t qusl Afean IhgH Uid 3613
o Hoa T TATCTAT AT FY, Weqd, d7d 9¥ag @9 T ARl Hals oIl
AATEH! TR Hed e g |

(¥) Sie fafeer srara (Basis of Computed Value Method):
B3 okl ATIRAT 9eER Hed (uier g FEEHr qedl Hierdeg Sede
a1 i T AN @ T A rereed dordedters S et fkdrer g
F fFEE AAEEHT O T 9ER G FaRe iy | ) o9l
Tordepdier 3@'&3 AT Deductive Value Method¥=aT Tfgel Computed Value
Method T HTIRAT AR Hed R 9 Go oTaedl &hl g |

() TR ATeTCHT (Fallback/Reasonable Basis):
Sie fafgst snaer /g weaR Hed [afer T FEieua wifger aanEe
fTda g T AR Al ae AR AR GO g AIaedh AR
e FaRe T Wy |

TR fasmr ©- YO I THIRGRT J0Y



Fig 1. Basis for Determination of Customs Value of Goods to be Imported In Nepal

sTransaction Value ]

sTransaction Value of Identical Goods

sTransaction Value of Similar Goods

*Computed Value Method

J
]
*Deductive Value Method ]
]
)

sFallback/Resonable Method

Y Jeer@ Y ATER AU & acT [Hiueears e I ddqaved 40T g7
T AR CIAT T8 AXAHT HH SRITHT 5 |

) <-C-C-C-C - 4

Tl T WRR e TRt

Torldicl AT RO TW@E HAGEqh! GedihAbl ol oEaeas a5
FEEG A A0 RN Tehd JTasd TS T9a SJerIa! Hasd feuar ar
AIAAE] AN THEA0T a7 F= A= (g A WER Wed (R0 Tqa- a1 I
Qi AUAT A1 Yordehdiel IUASY TRITHI HEWIT T BT A a9 =2
AU SRGUAT HER APl AATEqD] AN AEAA AR Hed HaRor 11 qa
AR Wl F | qer weaR ged [afeor wudfyy Yerdiedter e Aersedan
AN Hege SUdE Wl WieEe] gerad Wedl R Al caedl qreaed
SteaE ey, W A9 qEar qed HaRor wue M 9 fEhm 9
ATFAT AR UF, J08Y B ITHT I 3TANH WER HAed FMER0 AT saaedr
wH G |

e TR WEEgHT R ed et

FepTdisdier "o Tt Aotk gedr | Fprl AR AeraeqER IR geast
TN A FILA qqe WH g | Waeged ¥ 98 qed [ i s
Merg | I SHR ATEAH STHT WER Hed I JoI=7H AT THEH T
R THaE gaer 9Hd Wal g |

G RIERINENERICR R G NE L]

TR ATFTT AR UF,R08Y Bl THT 13 o TP $aR qed ot
i a1 AeeeWR B T SAihd [IEdi®Ad! Al WR Hed e o
AR HUH! fida 30 ek Hedied TEdied amfaens Feaed faae

T famT ©e Y5 R TG THIRERT 0¥,



AR CH G | Fedidd EAHT G Hedidd HAH &, gal 6,
oAb &l a1 G HeAdbdl Al AR {1 TE BRO T AEREHT GArsg
g | HAHT JAEadieT WRidd TR e B wgemn ol wuer ffae
3Y XA TSTEd AT TAEE feTga sgaedr Whl g |

R E R A EE I G i 1

e TMEAGFdl T T ATAT WUHT AT FaTshl HGAT TaaAiied
TIH HHT AIHA B AT T HAR TIMGAGF-GH TATAHT T Bl
At wgvawE Tl sofer ke @ 9E ageE W T aE S
USEE HAABTANH ARG TR qU AT AR WA ASIAhd qEH
HRAA ATATHT ATHANE HFaAr AA{AT S0iw! SEraarer S UheT aaed
T T AR AT 93T @ BT Fawl Wbl g |

EAH JAEadie QRIGAT e Hagar gfer

AIEA-E
(Faw yq &1 SufEw () 89T geetad)
fufa:

A Hedidw TAaci®A affd,

ERrerar il

o - Wedi®d JAEesd IS |
weqd e fETda GO T aE Ter TSR] AATETA o TR
FAAADT AR AAHA TBATHIH HIH DI AR HeAHT U = T ga1 FF T2 T Jamreht
E1RIEE: W IRE DI ERE o BRI G | o L i o M DU 10 e B U e | M B R 2 W s
FTEAEEH! FAAY T AR AP {UHT RIT GEh! ey Faw 1 A1 [FaaT Wal g |

q. ATIfTATRT AT ST

3. vl /A g/ A E, &g AR T R
3. A9 e T fAf

Y. R gl qFeR ¥ A

Y. ATeaEq Serdrg AU W

&. WAEEqSH! Faor (R SR EHee gers )
. BN ST qeA:

. VAR AP B T A e

R, Hd Hed qfF T Gev e JA (fE 9 Seord )
Q0.7 ATUPHAeT HIAH T AR edd B TIFH BRI T AT
(A1 T AT AOHT P2 T Fer T g

s EIGK
EIGECH
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AT TR YA Gl SRAUHT 9qedr qu1 e

T FHAT AEAAS FRAR Aedd ATERT B0 g7 96D |

Tl FRER SFF goTeleTe g AHEE |

T AAAET I BREAR T €A 777 g b |

& AR W AR AATEQAT ~qF ATHIH T HH WG Ao gl AN
WATETHT ATF BB T FaR <RITHT |

Valuation Database SS® T mafes g qqHH! qdqT system HI Auto
Catch Systemﬂﬂl@?ﬂ'ﬂﬁl

TR FACIEEHT 9=aX Hedidhd & WTO Valuation Method T
TGTIEEATE HHL: FAAEIT THIH A g THHT |

FraT- ArE oAl ATCGE T FHGH] AT SRaUahT |

T FHHANEEA IO G HIAH T A9l |

ke I M | R R L B DI e G ETE Ca e B A I B o e o
FFGHT TAEHT T T AFAIIR T TGB! |

T ATARD TAAT o ATHAT AT B FH THFA AFRAT G
I AT A ASTHETHT GHEA FAX I |

TR GeAidaH] FrA Al T uFaee 0 W Hedidd Wy
Aeaimaea=dl AfieT qEHT SaR HTAfaah] TEar h SERIRITCI

TRATH G AT g FRO a9 3% 8 AT g Hed g o
FUAT T GRET T HIae] =™ T Yot rauaT |

A TS FHid AR TRHT BEEAee AR HIAadeecd GaIAT
T TS el TREAwT qradl fofa g7 R ww ane
TAHT AL HAR TeAIHTHT THA Sraua |

FHANEEHT TR Hedidhaqea-dl AT qd7 TEAAHT A IRIUH! |

TR famer  afts AR WHl Hedidhaaaedl  Tariff
Specification Code TR T T N T 988 |

TR UA,R08Y H TH 93 W Ioolidd WEOR HedidwAHT Ighieedrs
FHHBCTAT FTF T AL Hed e 1oy |

3o WEgd T, Wegd Wl qU1 §d Wegd T, U7 Wegd ST WUHT
ATAAE(] Aedels @8 e (35 WraR Wed MaRo iy |

T famT ©e 950 TG THIRERT 0¥,



HATIAE THT Master List 01 TSR g HIeTawd, SAFTA GRamar Jord g

Heraed, FeAfas FHhEeee Yordl T Hedw qar WHR [EE A

TE T WeEE] AR AT Yot g AR WiAaeds

TAATCHE AT T AT Ged e Tudeg |

o W A GACTE AeHE AN AAEEH TGS AMHET IOAHT
q9g TR |

o TN FRARE Ay TOMAAT Ao T4 |

o WOR HeHIHTE TTE AT FRFMEE A BT € |

o R HeAIHAH! HITA AT Ta1 TERAT T T 96K Hed oo T wy
A FRTAqEE FATIDT TEH HOA g7 TP |

o WER HAHET FUA @A §1 GV HHANEeAS 0T GHAA SFEA
qTHH! gaedl g Uag e e HedHHA TG THg goreliar wox
e [aR HEA AR 9o HA] [6HE 3 |
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Legal Provisions and Procedures for Post Clearance Audit (PCA) in

Promoting Compliance with Customs in Nepal
. Kishor Joshi *

Customs Post Clearance Audit (PCA) is a method of compliance management,
whereby a customs administration may release the majority of consignments at the
time of their arrival and conduct an audit of selected traders at a later time at
premises other than the border. The World Trade organization (WTQO’s) Trade
Facilitation Agreement (TFA), which came into force in February 2017, focuses mainly
on customs administrative processes in order to speed up the movement, release and
clearance of goods. The agreement also aims to increase cooperation measures
between customs and other authorities to better facilitate the movement of goods.
One of these processes is the PCA. PCA, according to UNCTAD and World Customs
Organization (WCO), means audit-based Customs control performed subsequent to
the release of the cargo from Customs’ custody. The purpose of such audits is to
verify the accuracy and authenticity of declarations and covers the control of traders’
commercial data, business systems, records, books and ensures if they are in
compliance with customs requirements while facilitating international trade.
Together with the risk assessment process, PCA enables facilitation of international
trade, better understanding of customs procedures and requirements for the
business community and encourages the traders to enhance their compliance with
customs. PCA process helps the traders assess the level of compliance with Customs
Legislation and in doing so Customs can provide the traders with assistance on
specific Customs programs or specialization to increase compliance.

As per Revised Kyoto Convention “The Post-Clearance Audit (PCA) process can
be defined as the structured examination of a business' relevant commercial systems,
sales contracts, financial and non-financial records, physical stock and other assets as
a means to measure and improve compliance”. Post-clearance audit is a critical
control methodology for Customs and other border regulatory authorities as it
enables them to apply a multi-layered risk-based control approach by moving from a
strictly transaction-based control environment to a stronger audit-based
administration. Transaction-based controls are those controls applied to each
individual shipment at the time of crossing the border, such as physical examination,

* Chief Customs Audit Administrator, Post Clearance Audit Office
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verification of value, origin and classification of goods, sampling, verification of
certificates, licenses and permits, etc.

With the objective of strengthening GATT Valuation System and implementing
Customs Reform and Modernization Implementation Action Plan, in Sept 21, 2009
(Aswin 5, 2066 BS) Nepal Government established a separate PCA Office under
Department of Customs. There is only one office located in Kathmandu. As per the
Nepalese Customs Act, PCA is a process which enables Customs Auditors to verify the
accuracy of declarations through examination of the books, records, business system
and all relevant commercial data held by exporters/importers. It is one of the
customs control measures. It is conducted, after customs clearance, to confirm the
accuracy of declared value and all provisions stipulated in the Customs Act. Thus, the
effective implementation of PCA is necessary to secure the customs revenue and
other taxes while facilitating the customs clearance at border.

Legal Provision of PCA in Nepal:

Customs Act 2007 Section 34 Power to make post clearance audit:

(1) In order to ascertain whether the goods cleared by the Customs Office are the
same as declared by an exporter/importer or confirm to the declaration made
by the exporter/importer or not, the Director General or Customs Auditor may
audit, inter alia, the exporter/importer’s books relating to the purchase, import
or sale of goods, records, books of accounts or similar other documents, bank
records, computer system and all records related to his or her business.

(2) If, upon audit made pursuant to sub-section (1), it is found that the goods
exported/imported by the exporter/importer are different than those declared
by the exporter/importer or are inconsistent with the declaration made by the
exporter/importer or the transaction value or the quantity of the goods has
been declared less and by virtue thereof lesser duty has been recovered, the
Customs Auditor shall immediately recover from the exporter/importer the duty
chargeable on such less value or quantity at the time of export/import and take
action against such exporter/importer for the declaration of less transaction
value or quantity, pursuant to this Act.

However, when less transaction amount is declared hundred percent of the
duty chargeable will be collected as fine.
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(3) If, upon audit made pursuant to sub-section (1), it appears that less duty has
been recovered by the reason of difference in sub-heading of commodity
classification, the PCA Office shall recover such shortfall amount of duty and fine
equivalent to that of shortfall amount from the exporter/importer.

(4) The Director General or the Custom Auditor while taking action pursuant to this
section, shall use and follow the power and procedure with respect to it, to
collect additional amount pursuant to existing laws, summon the concerned
person, take his or her deposition, examine the evidence, require the
submission of documents, issue notice.

(5) If, upon audit made pursuant to this section, the exporter/importer does not
appear within the given time or does not submit the document and evidence,
the Director General or the Customs Auditor shall audit on the basis of available
documents and evidence, by imposing a fine pursuant to Sub-section (15a.) of
Section 57 and withholding the import export transactions.

However, if additional document evidence is found with respect to the importer
after audit is made pursuant to this section, this section shall not be deemed to
prohibit conducting re-audit based on such additional documents.

(6) While determining duty pursuant to this section, concerned person shall be
provided fifteen days’ time to submit the clarification.

(7) The duty and fine amount determined under this section shall be deposited
within thirty-five days from receiving the order to deposit the amount by the
person so ordered. Duty and fine amount not paid within mentioned time shall
bear interest at the rate of fifteen percent annually for the period beginning
with the date of order and ending with the date on which the payment is made.

(8) If, any exporter/importer does not deposit the amount that should be deposited
pursuant to sub-section (7), Customs Auditor shall freeze moveable or
immoveable property of such exporter/importer and collect such amount from
the said property.

(9) If any amount cannot be collected pursuant to subsection (8), the due amount
shall be collected as government debt.

(10) Pursuant to this section, the Director General or the Customs Auditor shall, if
necessary, require submission of documents relating to the exporter/importer,
businesses owned by the exporter/importer, payment of goods, bank accounts,
profit and loss statement, tax details, invoices or other such required
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documents from concerned bank or Financial institution, and any other
organization or individual related to exporter/importer’ business. When asked
upon, the organization or individual should compulsory furnish the documents
as required.

(11) The audit referred to in this Section may be made until four years after the date

of clearance of goods.

However, if the exporter/importer found paying lesser duties by submitting
false and fake documents Customs Auditor, with the acceptance of Director
General, may audit beyond the four years’ time.

Customs Act 2007 Section 57 Punishment: (15a) If the documents required for audit

according to section 34 are not presented within stipulated time, Director General or

Customs Auditor can determine a penalty of Rs. 10,000 each time from the importer.
Customs Act 2007 Section 62 Appeal

(1)

(2)

(3)

A person who is not satisfied with the customs duty determined by the Customs
Auditor may make an appeal to the Revenue Tribunal within thirty-five days
after the date of the determination of such customs duty or the imposition of
punishment or the making of decision.

A person who files an appeal pursuant to sub-section (1) may make such appeal
by making payment of or furnishing a deposit of the duty and amount of fine
and penalty chargeable pursuant to that decision or order against which such
appeal is to be made, to PCA office.

A person who files an appeal pursuant to sub-section (1) shall give a copy of
such appeal to the PCA Office no later than seven days after the filing of such
appeal.

Custom rules 2007 rule 26-28 Arrangement for Post Clearance Audit

i) Rule 26. Exporters/Importers need to keep the documents safely

In accordance with section 34 of the Act, the exporters/importers should keep

the following documents and papers relating to the export/import for the purpose of

post clearance audit for four years from the date of import:

(a) Import Declaration form, customs receipt, and purchase document;

(b) Sales invoice and sales document;

(c) Stock list with specific amount;
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(d) Banking transaction relating to import and sales of goods;

(e) Balance Sheet and Profit and loss account and relating document;

(f) If the transaction is done through computer system, such a system;

(g) Any other documents relating to import, export and sales

ii) Rule 27. Other provisions for post clearance audit

(1)

(2)

(3)

(4)

For the purpose of sub section (2) of section 34 of the Act, in order to determine
whether the transaction value of the goods as declared by the
exporter/importer is realistic or not, the value may be determined through the
application of the all or any methods as stipulated in section 13 of the Act.

For the purpose of sub section (2) of section 34 of the Act, in order to determine
whether the quantity of the goods as declared by the exporter/importer is
correct or not, the quantity may be determined by physical verification of the
stock.

In order to determine the reality of the value as declared in the customs office
at the time of import, the ledger of transaction may be checked from the sales
of the product up to the retail level.

In order to do post clearance audit, the Director General or the Customs Auditor
should notify the concerned exporter/importer about the date and time of audit
in advance, to the extent practicable.

iii) Rule 28. Power to demand documents

(1)

(2)

The Director General or the Customs Auditor may ask for the documents as
required, for the purpose of auditing from the bank, financial institution, any
person or institution relating to the exporter/importer business transaction or
goods regarding the payment, Bank deposit, profit and loss account, tax returns,
invoices, and other documents etc.

It is the duty of the concerned bank, financial institution or other agencies to
make available the documents as per sub-rule (1).

PCA Process

Audit will be performed by PCA office only. Audit Targets of number of

consignments/firms /products as well as additional duty assessment shall be fixed by

Department of Customs. Selection for PCA shall be based on single consignments or

particular firms (period basis) or particular products (period basis) of the

TR fasmr o 04 I THIRGRT J0Y



exporter/importer. Fifty percent of targeted exporter/importer shall be selected by

selection committee and rest of exporter/importer shall be selected by PCA office.

Two separate committees will be formed for selection exporters/importers for PCA as

well as policy feedback for selection one in the Department and another in the PCA
office. Selection could be done through selectivity module of ASYCUDA World based
on the various risk indicators as specified in the PCA working procedure.

Documents required during PCA

In accordance with the Customs Act, the exporters/importers should keep the

following documents and papers relating to the export/import for the purpose of post

clearance audit for four years from the date of clearance:

Import Declaration form, customs receipt, and purchase document;

Sales invoice and sales document;

Stock list with specific amount;

Banking transaction relating to import and sales of goods;

Balance Sheet and Profit and loss account and relating document;

If the transaction is done through computer system, such a system;

Bank Statement & Bank Transfer Advices & any other relevant Books of Accounts;
Costing Records; and

Any other documents relating to import, export and sales etc.

Audit Cycle:

The notification letter is sent requiring documents for an audit;

The systems review is performed and if necessary data files are requested;
Proprietors or Company officials are contacted and the initial meeting date is
agreed upon;

If necessary interrogations will be conducted, samples will be requested;

The review is performed and an Interim Report is issued; and

Response to the Interim Report is received from the traders/company and
incorporated into the Final Report and the Final Report is issued etc.

Reporting to Department in DOC within 2 days of the end of the month. Outcome
of the audit is also shared with respective customs and Inland Revenue Offices
and other agencies-i.e. DRI, DMLI, if necessary.

T famT ©e 0% TG THIRERT 0¥,



Rights & Obligations of Auditees

Auditees have the right to see the Customs Auditors’ identification and
authorization at any time. They also have the right to expect professional and ethical
behavior from all Customs Auditors, right to appeal and the right to expect Customs
to maintain the confidentiality of the company’s information.

Auditees are required under the relevant laws to provide Customs Auditors
with reasonable assistance and cooperation to conduct the audit. This includes the
submission of all required trade documents in a timely fashion and the duty to ensure
that all information provided is true and accurate. Exporters/importers are also
reminded that they are required to retain for 4 years’ documents pertaining to
import, export and transshipment of goods.

Importance of complying during the PCA process:

It is important to note that Customs processes rely to a certain extent on
voluntary compliance. In order for this to work, exporters/importers must be shown
that compliance is a good business decision. The exporter/importer is responsible for
the accuracy and completeness of the export/import declarations submitted to
Customes.

The Post Clearance Audit is done in an open and transparent manner.
Communication and co-operation between Customs and the exporter/importer is
very important if the audit is to be successful. The exporter/importer will be kept
informed on a regular basis during the audit process and the exporters/importers
response in terms of cooperation and attitude during the audit are also included in
the final report. Customs will provide client assistance helping the exporter/importer
to comply and promote the benefits of a good compliance record.

Establishing or improving public-private dialogue is also critical to making the
change required by a PCA program. If both embrace voluntary compliance they can
move from an adversarial to a cooperative relationship.

Every exporter/importer dealing with Customs has a chance of being audited.
If exporters/importers make false or misleading statements to Customs will face the
prospect of the imposition of sanctions, of law. So it will be wise decision for the
exporter/importer to comply correctly during the initial customs clearance process.
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Conclusion:

A Customs Post Clearance Audit is an evaluation of company practices and
records. The audit assists in judging the integrity of information supplied under self-
assessment and the level of compliance with legislative requirements.
Exporters/importers are legally responsible for the accuracy of information supplied
to Customs, even though they may use a Customs Agents to prepare and lodge their
declarations. For the exporter/importer’s own benefit it is advised that to ensure the
correctness of the declarations each and every exporter/importer examine and retain
all documents supplied to Customs, check them for accuracy, and advise agent of any
errors. Post Clearance Audit process helps the exporter/importer assess the level of
compliance with Customs Legislation and in doing so Customs can provide the
exporters/importers with assistance on specific Customs programs or specialization
to increase compliance. The exporter/importer will be provided with a report of the
Audit, a description of the errors found along with requirements and
recommendations which will help to assist in correcting these errors.

A properly trained and motivated workforce with the right tools to conduct
post clearance audit is the most essential component of PCA Office Department of
Customs Nepal. Therefore, resource development of PCA needs to be given high
priority to create professional and efficient audit teams for PCA. Preparation of well
trained and motivated manpower and implement retention of trained staffs and
improve ability to analyze and identify risks is necessary. Study tours to developing
and developed countries will help Customs Auditors and officials to gain from
experiences of such countries. Performance based incentive and reward system
needs to be restored in PCA for achieving more tangible results in detecting escaped
revenues and plugging revenue leakages.
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SMART BORDERS
= Ramchandra Man Singh*®
Context
International Customs Day (ICD)- 26 January, which is renowned around the
globe by the Customs community to honor the first session of Customs Cooperation
Council (CCC) in 1953, is an important event that brings together different parties and
stakeholders who are responsible for societal protection and smooth conduct of
legitimate economic activities. WCO (World Customs Organization) members
celebrate this day as a magnificent reminder to play a vital role to the customs bodies
all over the world. It is evident that WCO plays an important role in the growth of
legitimate trade as the health of international trade is very much dependent on the
contributions made by WCO. Thus, to keep the health of international trade sound,
one must improve overall trade environment and reduce trade cost. To enhance
legitimate trade and protect society from unlawful activities. WCO designates
particular theme for each year's ICD, highlighting its significances. It contributes in
many areas such as trade supply chain security, worldwide customs growth,
enhancing business standards, public-private partnership, role of different actors in
international trade, coordinated approach etc.

Significance of 2019 Theme

The theme of this year 2019- "SMART borders for Seamless Trade, Travel and
Transport" is of great significance. With this designated theme, it has been
emphasized that customs, no doubt plays a pivotal role in facilitating trade and travel
but, other agencies involved in movement of goods and people across the border are
also responsible in this regard. Today's supply chains are incredibly complex, cross
functional and global; hence it requires the combined effort and efficiency of a
number of government agencies as well as other stakeholders including private
parties and individuals. Taking these realities into consideration, customs need to
take lead in consolidating and further simplifying the ongoing efforts to ease the flow
of goods and people across the borders. With these initiatives, WCO commits to
promote the transformation of frontiers into SMART Borders with customs acting as
central connecting and coordinating hub.

Former Secretary, Government of Nepal
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Global Context

In recent years, in an even more connected world, there have been drastic
increases in the rate of movement of people and goods, ultimately pushing
governments to reform their border management to address the issue so that the
population travelling and the goods flowing are in much more effective and efficient
manner. We are in a modern society where the scale, scope, and complexity of
transformation to this extent was not experienced before. Also, technology has and
will continue to revolutionize the way we live, work and connect with one another
posing new challenges. Thus, the new global context is critical for the cross-border
movement of people and goods.

The new global landscape has significant implications for the movement of
people across borders and specifically the travel and tourism industry which takes
responsibilities for safe travels through the skies of over 8 million people daily.
International arrivals increased from 25 million in 1950s to 1.2 billion in 2015 and are
expected to reach 1.8 billion by 2030. It is the challenge of the border agencies to
enable secure and seamless, movement of legitimate travelers

Likewise, the global commerce was worth over $300 billion in 2015. The
interlinked and international nature of this economy makes exponential growth quite
lucrative, yet this economy also becomes increasingly susceptible to a range of risks
from organized crime and other fraudulent activities. As a consequence,
governments around the world face the dilemma: how to facilitate legitimate
movement of people and goods while protecting their borders and international
supply chain from organized crime and illegal or misused emerging technologies. It is
thus even more important for sound border management to contribute to the
economic development and competitiveness.

Customs' Role

Customs, working with other agencies at the border play a central role in
facilitating trade and travel, simplifying, standardizing and harmonizing border
procedures and securing the border. With the emerging complexities in the global
context, customs can not only accomplish the desired goal. So, it should take the lead
in coordinating with other border agencies to ease the flow of goods and people
across the border.
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Today's modern production and delivery system linked new forms of
electronic commerce make swift and predictable customs clearance an important
prerequisite for national prosperity. With ever growing international trade and
transportation systems, with the emergence of new commercial standards, practices
and with the demands of an electronic age, customs have to reengineer their
clearance procedures to meet these challenges.

A custom that is modernized, facilitative, automated and consistent with such
standards can be a competitive advantage in the global economy ultimately leading
to increased prosperity.

Innovative Measures: SMART Borders

The rapid pace of globalization in recent years has reshaped international
trade scenario and demands for innovative approaches with new policies and
business practices related to movement of goods and people to remain competitive
in this new global order. So, governments seeking to encourage the success of their
citizen and business should consider some new and innovative measures for their
frontiers, to which concept of "SMART Borders" has been suggested. It is a border
security and management paradigm that can create safer, more standard and
effective demarcations.

The Smart borders, in a broader term, encompasses a vast range of national
security, economic, and socio-political functions, that can create safer, more standard
and cost-effective demarcations. To accommodate these wide range of functions,
cooperation and coordination of different agencies at the border is vital. In this
regard, the evolving international economic and security environment demands need
for increased intelligence cooperation.

In order to accomplish goals of Smart borders to secure and manage borders,
governments can apply following principles;

1. Make a safer border by employing risk-based decisions.

2. Improve standardization by normalizing data requirements and partnership
across border.

3. Increase cost savings by consolidating government functions at the border.

And innovate at the border by enabling the ecosystem to bring commercial

and community solution.
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SMART Borders and Customs

While declaring this year's theme, WCO has clarified that the core values of
customs including compliance, enforcement and facilitation efforts need to be
ensured to follow guiding principles of SMART i.e. Secure, Measurable, Automated,
Risk Management-based and Technology-driven. Also, for each of these, it has also
been suggested to apply related instruments developed by WCO.

Thus, concentrating on the role of customs in the backdrop of smart borders
concept, Customs, partner government agencies and economic operators need to
pursue the common objective of enhancing supply-chain security and efficiency
based on mutual trust and transparency. SAFE Package 2018 will be instrumental for
ensuring security and safety.

Regarding Measurable component, measuring the actual performance of
Customs in facilitating trade and controlling the borders, and evaluating the overall
organizational performance are the two major pillars at the heart of sound decision-
making processes for Customs administrations. For this, Time Release Study (TRS) is
of great value.

Automation underpins every aspect of a modern customs administration. In
an era characterized by rapid digitalization, shared economy, e-commerce, the
demarcation between physical, digital and biological components is fading, Customs
should strengthen measures to exploit cutting-edge technologies to improve its
processes, services and overall performance.

An intelligence-driven and data-enabled risk management framework allows
customs administrations to be more effective at all levels, especially decision-making
and targeted intervention. Risk Management based interventions are key elements in
Smart borders.

Digital disruption has brought about new opportunities and challenges for Customs
and partner government agencies, which triggers the need to explore the use of
other information and communication technologies.

Conclusion

Governments around the globe have noticed that fast economic development
is not possible in an environment where cross border regulatory procedures with
customs procedures in priority are ineffective and burdensome. These realities force
government and other related agencies to rethink about policies and business
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practices related to the movement of goods and people to remain competitive in this
new global order. For this, governments will have the opportunity to realize smart
borders - a border security and management paradigm that can create safer, more
standard and cost-effective demarcations.

WCO Secretary General Kunio Mikuriya's following statement regarding this

year's theme of ICD gives clear vision to member administrations. “Working smartly
means being prepared to reengineer business processes while applying new
technologies, and achieving an interconnected global value chain that fosters
economic growth in an inclusive manner. Customs should be the central connecting
and coordinating hub to ensure that Trade, Travel and Transport become seamless
and legitimate trade is facilitated and the borders secured."
To conclude, it is important to note that the 21st century will require customs and
border management services to be more flexible and responsive to world events and
technological advances. In addition to the management of the organization, its
personnel also need new approaches to cope with new externals drivers and the
pace of changes.
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Excessive Trade Deficit Throttles Nepal’s Economy: What Are the

Diagnoses and the Remedies?
wTula Raj Basyal *

1. Need for this Study

Nepal, one of the least developed country (LDC), is characterized by
inadequate physical infrastructure and weaker investment climate, resulting in lower
levels of production, productivity, employment, per capita income, and standard of
living, despite the nation embarking on planning and budgeting exercises as well as
implementing other host of initiatives meant for socio-economic development during
the period spanning almost seven decades. Modest efforts toward socio-economic
upliftment have met little success, as evidenced by the exodus of millions of Nepalese
youth in search of low-paying jobs in foreign countries. Consequently, in terms of the
percent of gross domestic product (GDP), Nepal became the fifth largest recipient of
remittances in 2017 (among 167 countries for which the data were available), with
28.31 percent compared to 8.25 percent in Sri Lanka, 6.46 percent in Pakistan, 5.41
percent in Bangladesh, and 2.66 percent in India. As the Nepalese people were long
denied even a bare minimum of development outcomes, there has been an
unprecedented level of expectations and aspirations of people that have yet to be
genuinely and effectively reciprocated by the governments in power. To address such
legitimate development demands, serious, and sincere efforts including visionary
outlook and credible action plans from all levels of government (federal, state, and
local) have been urgently called for.

All these make the need of expediting Nepal’s pace of socio-economic
development ever more urgent. There should not be any fear to objectively assess
the performance of the beaten development approaches of the past so that useful
lessons could be derived to enable us to choose the policy paradigms which could be
successfully implemented for the eventual benefit of current and future generations
alike. One such area in need of deeper introspection for arriving at suitable corrective
measures is trade policy Nepal has been pursuing.

* Former Executive Director, Nepal Rastra Bank, Research Department, and Former Senior Economic
Advisor, Government of Nepal, Ministry of Finance
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2. Trade Balance as a Component of GDP

Imports are goods and services produced in a foreign country and purchased
by residents of the home country. Exports are goods and services produced in the
home country and purchased by residents of the foreign countries. According to the
World Bank, exports of goods and services represent the value of all goods and other
market services provided to the rest of the world. They include the value of
merchandise, freight, insurance, transport, travel, royalties, license fees, and other
services, such as communication, construction, financial, information, business,
personal, and government services. Likewise, imports of goods and services represent
the value of all goods and other market services received from the rest of the world.
They include the value of merchandise, freight, insurance, transport, travel, royalties,
license fees, and other services, such as communication, construction, financial,
information, business, personal, and government services
(http://data.worldbank.org/indicator). Total production of an economy (or GDP)
denotes the total market value of all the final goods and services produced within an
economy in a given time period. It may be noted that intermediate goods (goods used
in the production process) are not considered a final good or service so that double
counting is avoided. Economists and the concerned policy makers divide GDP into
four broad categories, namely, consumption expenditures, private investment
expenditures, government expenditures, and net exports (net purchases by the
foreign sector, i.e., domestic exports minus domestic imports.)

Consumption, investment, and government purchases (in Nepal’s case, all
three levels of governments) represent the corresponding purchases by consumers,
firms, and the government, whether or not the goods were produced in the home
country or abroad. Total purchases or total expenditure by the residents is also called
absorption. If we deduct exports from absorption, we arrive at the GDP. Net exports
equal the foreign purchases of domestically produced goods (exports) minus the
domestic purchases of foreign goods (imports). Since imports are included in
consumption, investment, and government purchases but do not represent spending
on domestic production, they must be subtracted. When a household, firm, or
government buys a good or service from abroad, the purchase reduces net exports,
but because it also raises consumption, investment, or government purchases, it does
not affect the total though the opportunity cost of resources used for imports in
terms of lost domestic output could be very heavy for the domestic economy.
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Thus, we could measure the domestic output correctly by adding exports and
subtracting imports, i.e., by including net exports as a component of GDP. If income
created from exports is greater than income spent on imported goods, the net effect
is a higher level of domestic production and income. In contrast, if income created
from exports is lower than income spent on imported goods, the net effect is a lower
level of domestic production and income. Net exports or trade balance could either
be surplus or deficit. A trade surplus occurs when our exports exceed imports. When
we buy more goods and services from abroad than we sell, we run a trade deficit. The
equation showing GDP (Y) as the sum of consumption (C), investment (I), government
expenditure (G), and net exports (X-M) is termed as the national income accounts
identity (Y=C+I+G+X-Y.) In Nepal, the Nepal Rastra Bank compiles and publishes
balance of payments (BOP) statistics based on the information provided by the
Customs Department under the Ministry of Finance while the Central Bureau of
Statistics under the National Planning Commission Secretariat compiles and publishes
national accounts statistics.

3. The Indicators

Since the systematic compilation and publication of the data on the BOP
started in 1974/75, there has occurred trade deficit every year. During the last 43
years (1975/76-2017/18), the average annual rise of import of goods and services
recorded 11.8 percent compared to the 9.0 percent rise of export of goods and
services. As a result, the net export of goods and services (viz., trade deficit) marked
an average annual climb of 13.2 percent. Nepal’s export/import ratio has
continuously eroded over the years, with the ratio plummeting to 18.3 percent in
2017/18 from its level of 76.0 percent in 1975/76. The export/import ratio descended
from 58.0 percent in 1974/75 to 19.4 percent in 2017/18, exhibiting an average
annual deceleration of 2.5 percent during the 43 years. Similarly, the ratio of net
exports of goods and services (trade balance) to GDP averaged -12.4 percent during
the period, with such ratio averaging -7.7 percent during the first 25 years (1975/76-
1999/2000) and -16.2 percent during the latter 18 years (2000/01-2017/18). This ratio
was in double-digits in a total of 26 years (viz., 1982/83, 1988/89-1990/91, 1994/95-
1997/98, and 2000/01-2017/18.) while the ratio stood at a single digit in the
remaining 17 years (viz., 1975/76-1981/82, 1983/84-1987/88, 1991/92-1993/94, and
1998/99-1999/2000). The ratio of trade deficit to GDP has been continuously in the
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double-digits every year since 2000/01, evidencing the deteriorating situation of
trade deficit since the onset of the new millennium. Trade deficit/GDP ratio increased
to 36.7 percent in 2017/18 from the trade deficit/GDP ratio at 3.9 percent in 1974/75,
representing an average annual increase of 5.4 percent.

In 2017, private consumption as percent of GDP in Nepal was 78 percent,
higher than 56 percent in European Union, and 71 percent in the LDCs as a whole, 69
percent in Bangladesh, 38 percent in China, 59 percent in India, and 62 percent in Sri
Lanka. Similarly, in 2017, trade balance (external balance on goods and services) was -
32.3 percent in Nepal, compared to -5.2 percent in Bangladesh, -2.9 percent in India,
1.7 in China, -9.3 percent in Pakistan, and -7.2 percent in Sri Lanka. Nepal’s private
consumption/GDP ratio and external balance (deficit) on goods and services/GDP
ratio were among the highest in the world.

During the 43 years, Nepal’'s GDP growth annually averaged 4.3 percent
(agriculture 2.8 percent, industry and services 5.6 percent each), with the growth
averaging 4.4 percent during the first 25 years (1975/76-1999/2000) and 4.2 percent
during the latter 18 years (2000/01-2017/18). The structure of GDP also saw a
massive change during the period, with the agriculture, industry, and services
respectively representing 27.6 percent, 14.8 percent, and 57.6 percent of GDP in
2017/18 compared to their respective shares at 71.6 percent, 8.2 percent, and 20.2
percent of GDP in 1974/75. This shows that as the share percent of GDP, agriculture
contracted by 44.4 percentage points which was made up by an increase of 6.6
percentage points in the industry and an increase of 37.8 percentage points in the
services during the period. On an annual average basis, the share of agricultural GDP
contracted by 2.2 percent while the shares of industrial GDP and services GDP
increased by 1.4 percent and 2.5 percent respectively. Thus, the gain of services GDP
by 37.8 percentage points and the gain of industrial GDP by 6.6 percentage points
entirely came from the 44.4 percentage points loss in the agricultural GDP.

As the development paradigm then pursued could not make significant dent
on the poverty, a large number of populations still remains below the absolute
poverty line. By the end of the 13™ Plan (2013/14-2015/16), the ratio of population
living below the absolute poverty line remained at 21.6 percent compared to the Plan
target of bringing the ratio to 18.0 percent. The 14%" Plan (2016/17-2018/19) has
targeted to reduce this ratio to 17.0 percent. Further, there is the promise of doubling
the per capita income in five years’ time which is only possible when Nepal maintains
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average economic growth at 16.42 percent during the period, assuming Nepal’s
annual average population growth at 1.35 percent. Besides, Nepal is committed to
achieve the 17 Sustainable Development Goals (SDGs) endorsed by 193 countries in
September 2015 as the over-arching policy framework through 2030 under the
auspices of the United Nations. Further, thel4™ Plan envisages to raise Nepal’s
position to that of a middle-income country by 2030.

4. The Diagnosis

The Nepalese economy has been excessively import-dependent and the
dependence has been growing, evidencing that a substantial share of domestic
output has been allocated for acquiring foreign output. It is a pity that we are mute
spectators when our economy is hemorrhaging massively every passing day. The
reduced incentive for investment in agriculture and industrial enterprises in general
and export-oriented industries in particular remained the major factors for the surge
in import-based consumption, which not only deteriorated the domestic saving but
also increased risks and vulnerabilities in the macroeconomic performance and
stability. Greater allocation of resources for consumption at the cost of productive
investments reduced the productive base of the economy, thereby further
constraining the future growth potential and prospect of the economy. Heavy imports
of agricultural products aggravated trade deficit besides causing under-utilization of
nation’s agricultural endowments. Agriculture as the single largest sector of the
economy, which also employed 63 percent of economically active population, was
further weakened. Besides, Nepal’s rank in ease of doing business at 107™ out of 190
economies, lower than the 77™ position of India, portrays that Nepal needs to
improve a lot on a number of business-related variables, according to the World Bank
Report on Doing Business 2019.

As reflected in the weak economic outcomes, resources available in the
economy could not be optimally utilized due to managerial inefficiencies, dearth of
application of innovative ideas, and inadequacy of institutional measures for tapping
the available resources for productive pursuits in the economy. Wastage and
misutilization of resources adversely affecting the long-term productive use has built
up risks in the economy. The resources have been used for excessive import financing
and large expansion of non-tradable sector. Use of resources for industrial purposes
and agricultural pursuits has been declining due to cheaper imports as well as
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increasing costs in the economy. Foreign employment has reduced the availability of
labor and has increased labor costs for agricultural and industrial activities. Exodus of
labor to foreign job markets has shrunk the scope of domestic productive activities,
further increasing the reliance on the imports. As investment promotion, domestic
production, and employment generation momentum has been adversely affected,
the self-sustained economic development process has been undermined and
economic development goals are unattainable. As a result, the long-term and broad-
based economic development trajectory has been badly affected and the future
potential and prospects of the economy are in jeopardy. While the old pattern of
using and investing resources has been inadequate and insufficient, new vision and
ideas to mobilize and utilize the resources commensurate with their growing volume
and needs of the economy are not forthcoming. New capacity and skills in
productively and appropriately utilizing the available resources have been not been
encouraged as expected. Emerging trends and volumes in the resource flow have not
been matched by arrangements of optimally utilizing them, which has resulted in
unproductive use and inefficiency. The nation’s capacity to productively channel and
utilize the increasing level of resources to foster production, productivity,
employment, and broad-based and inclusive development has not been augmented
to a satisfactory extent.

The Nepalese economy has long been suffering from the weakening exports,
surging imports, and ballooning trade deficit while the economic growth is staggering
around the lower single digit for a considerable length of time. The economy is
characterized by structural problems, trade-related risks, and associated
vulnerabilities which undermined the economic growth and overall development
process of the country. Nepal’s perennial unfavorable trade outcomes themselves are
the causes leading to economic slowdowns, unemployment, uncertainty, instability,
and misallocation of resources. The trade-related indicators reflect misalignment of
the resource allocative efficiency and imbalance in the macroeconomic performance.
As an instance, the economic policymakers constantly encounter challenges for
making the trade performance better and current account and BOP situation
improved and stable. If such indicators are not constantly tracked and monitored and,
based on such assessment, appropriate mitigation measures are not adopted in time,
there will be serious damage to the economy as a whole. For example, there is
around 45 days’ time lag in collection, compilation, processing, and publication of
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external sector data. This is a considerable period of time lag within which the
economy could be hurt massively due to unaddressed economic indicator. One of
such indicators is the sharp loss of official foreign exchange reserve. The presently
depleting level of official foreign exchange reserve calculated in terms of the
equivalent months of imports which is attributed to the widening trade deficit that
the Nepalese economy has been experiencing over the years needs to be stabilized.
As the timely availability of emerging current account and BOP statistics along with
regular updating of the foreign exchange data give considerable clues to the problem
building up in the economy, there is the need for considerably reducing the time lag
through the application of suitable IT systems. Same is true for the other economic
indicators. Such mechanism will timely help in mitigating the risk factors building in
the economy.

So, the factors responsible for making the economy inefficient and
unproductive need effective solutions. Excessive production cost should be controlled
and productivity enhanced to make the economy competitive and strong. For making
the economy productive and employment-oriented, export-led strategy should be
adopted and the same sincerely implemented. Likewise, the exchange rate and salary
and wage rate mechanism should support export initiatives instead of discouraging it.
Supply chain should move uninterruptedly and price stability should remain the major
priority consideration. Productive investment should be fostered on a wider scale.
Reducing trade deficit should be the biggest priority for which appropriate export
promotion strategy including building sound environment for better allocation of
resources serve as the prerequisites. The data analysis, reporting, and monitoring
structure should be made sound, quick, and responsible.

5. Lessons for Nepal

To increase production, productivity, and employment by improving allocation
of resources and maintaining trade balance at a favorable level, there is need for
refining and revising the policy paradigms as per changing needs and conditions of
the day. For emergence of such environment, incentives need to be created to
facilitate switching of resources from consumption and unproductive uses toward
employment-generating and other productive investments. There is the urgency
especially for substantially narrowing the wide gap between exports and imports for
which excessive consumption and unnecessary imports should be discouraged.
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Although consumption is generally thought of as an indicator of improved living
conditions, the increased consumption should largely come from the domestic
production instead of the imports if our objective is bringing better living conditions
on a sustainable basis. The government policies and other arrangements should help
ensure favorable framework and incentives so that the resources are efficiently
allocated and productively utilized. Fostering an investor-friendly environment is
crucial not only to promote domestic investment and increase foreign direct
investment but also to discourage the possibility of disinvestment,
deindustrialization, and capital flight. In this context, measures like reducing
consumption and increasing saving in addition to utilizing the available resources in
sectors and activities that have the potential of transforming the production
possibilities on a most productive and sustained basis would be crucial even for
successfully tapping the opportunities available or emerging in the economy. The
investment should become productive enough to raise economic growth, generate
employment, optimally utilize domestic resources, and improve the competitive
position of the economy. Mere pronouncements of good policies would not be
desirable unless prerequisites and incentives for ensuring matching productive
investments are in place.

In addition to the contributory role of policies, regulatory mechanisms, and
operating procedures in the area of fiscal, monetary, foreign exchange, financial
sector, capital markets, public debt management, foreign investment, etc., the
policies, arrangements, mechanisms, and systems applicable in the agricultural,
industrial, commercial, and other productive sectors of the economy would remain
pivotal in raising productivity, increasing the competitive position of the economy,
and attaining the economic development goals. Fostering such enabling framework
would be important especially in raising confidence and trust among the investors
and ensuring an investment-friendly climate that becomes instrumental for rapid
economic growth and development on a sustained basis. As around two-thirds
merchandise trade and trade deficit occur in Nepal’s trade relations with India, any
success in addressing the trade imbalance with India would turn out to be of
immense help for correcting Nepal’s overall trade imbalance. Similarly, Nepal’s trade
deficit with the rest of the world has also been galloping, which needs to be timely
addressed for containing the external sector imbalance. So, in the coming days,
allocating more resources toward productive pursuits and exports instead of toward
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consumption and imports as practiced today would determine the pace and vibrancy
of Nepal's growth momentum. The macroeconomic policy regime should be
evaluated, reshaped, and implemented with this consideration in mind. Such a
paradigm would be a prerequisite for attaining speedier economic growth, generating
employment opportunities, and ensuring a broad-based economic development
trajectory.

It is a foregone conclusion that higher levels of (a) human resources, (b)
natural resources, (c) capital, and (d) technological change and innovation be
mobilized and their effective utilization ensured so as to accelerate the economic
development process of the country. In addition to more inputs of labor, capital, and
technology, there should be sincere efforts to improve the social infrastructure to
raise efficient investment and accelerate economic growth in Nepal. The social
infrastructure comprises the economy’s laws, government policies, and institutions.
These elements of Nepal should become favorable for increased investment, growth,
and other economic development outcomes. Essentially, pragmatic vision, effective
strategy, relevant skills, and improved capacity to maneuver the economy along the
projected trajectory are expected to make Nepal's development outcomes
satisfactory, economic conditions better, and development outlook strong. If the
Nepalese economy continues to be denied the attention, care, and priority that it
deserves, the future economic condition of the country and countrymen is bound to

waorsen.

6. Conclusion

Nepal ranks as one of the countries having one of the world’s highest private
consumption/GDP ratio and external deficit on goods and services/GDP ratio. Due to
increasing reliance on imports for meeting the ever-widening consumption need,
domestic production has been discouraged. So, for attaining higher growth, an urgent
need and necessity has arisen for ensuring the optimal utilization of domestic
resources. Presently, the high level of deficit on external balance of goods and
services has remained unsustainable which needs to be reduced to bring the ratio
consistent with the global prudent level. Likewise, for higher economic growth,
increasing imports for consumption needs to be controlled while utilizing imports for
investment purposes. Bringing the consumption ratio within the prudent levels is
required, also for releasing more resources for fixed capital formation as also
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stabilizing the external balance on goods and services. So, reducing the high ratio of
consumption/GDP and external deficit on goods and services/GDP for bringing them
to manageable level constitutes an essential development strategy.

For macroeconomic risk mitigation and economic restructuring, corrective
measures should be brought out without further loss of time. Otherwise, external
sector vulnerability and risks could trigger macroeconomic instability and chaos,
which would severely undermine the process of sustained high economic growth and
development. To make the macroeconomy and economic development process
sound and stable, bringing into implementation workable and innovative measures
and adequate risk mitigation strategies are of immense value. The productivity level
and competitiveness of the economy should not be allowed to diminish so as to
ensure better macroeconomic performance based on healthy and robust external
sector fundamentals. As a country in the lower rungs of LDCs, Nepal's economic
problems and challenges vis-a-vis the countries in South Asia are naturally daunting,
which urgently requires bitter pills of stringent measures for initiating the economic
transformation of the country.

Problems and challenges facing the economy and economic management
exercises have received scant attention from the side of implementation.
Commitments and capabilities to steer the economy for meeting the development
needs, aspirations, and challenges could not be adequately visualized as evidenced by
the cool response to promises of rejuvenating and fast transforming the economy,
depriving the people in general of even the basic economic development outcomes.
So, an objective assessment and review of the foreign trade regime pursued by Nepal
over the years, particularly in relation to its impact and implications on Nepal’s
economic development process, needs to be made. From the viewpoint of
maintaining external sector stability and providing a favorable framework for
economic development, the imports should not at least discourage domestic
investment and production; rather, the imports should contribute to the process of
higher and self-sustained growth and development. In other words, the imports
should facilitate and assist the economic growth environment by acting as the
positive link in the chain connecting higher levels of investment, production,
employment, government revenue, social welfare, and overall prosperity. Hence,
expanding production possibilities frontier, accelerating growth, and generating
additional employment opportunities by making optimal use of domestic as well as
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available external resources should constitute the priority agenda of the nation.
Economic activities need to be fostered by encouraging the private sector. The
government role and frontier toward transformation of the economy needs to be
reviewed and mainly focused on maintaining sound governance, implementing
regulatory framework, providing social welfare, and ensuring adequate and reliable
infrastructure. The critical constraints to higher economic growth should be tackled
while frontiers of output and employment growth should be continuously expanded
for the emergence of sustainable economic development framework. Economic
development agenda should receive the topmost priority so as to build solid
foundation for the sustainable economic development and all-round prosperity of the
nation. The development prospects and opportunities available throughout the
length and breadth of the nation should be efficiently and effectively tapped in the
nation’s best interest. The need is revisiting the policy paradigms that have throttled
Nepal’s aspiration for higher growth trajectory and pursuing pragmatic policy
measures that have globally proved instrumental in structurally transforming the
economy, especially through building a stable, competitive, and capable external
sector of the economy. Drastically reducing the excessive import-based consumption
as well as the unsustainable level of trade deficit would be the initial departure points
for embarking on such trajectory.
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Customs Management System in Nepal: Contemporary Issues and Ways

Forwards
Gautam Maharjan (PhD)"

Abstract

The main objective of this study is to examine the issues associated with customs
management in Nepal. The study uses questionnaire survey among the respondents
selected based on judgmental sampling techniques to record the opinion. Total 819
respondents including 421 from business communities and 398 from government
officials are taken as a sample for this study. Percentage analysis method has been
employed to measure the opinion survey data. Despite of the efforts made by
government of Nepal, study results reveal that respondents are unsatisfied with the
improvement of customs management system. The study results also show that
around 64 percent of respondents do agree with the 'difficulties in managing open
border'. On the other hand, around 49 percent of respondents do agree with the issue
on 'poor technology adoption'. The observations also show that about 49 to 64
percent of the total respondents did not notice the improvement in customs
management. The results from the ranking analysis conclude that respondents are
more serious in issue of 'difficulties in managing open border’, 'ambiguous customs
policy' and ‘poor infrastructure and inconvenient location'. However, they seem to
have become less serious in the issue of 'poor technology adoption'. The result of this
study is expected to be a good impetus for the policy-maker to improve customs
policy.

Key Words: Customs management, open border, customs policy, technology

1. Introduction

Customs management is a system which is designed to support import and
export processes, speed up transactions and reduce the costs involved in
international trade. It helps the import and export processes in coordination with
customs authorities. It improves compliance with the legal requirements that govern
international trade, and facilitate greater cooperation in customs processing, transit
and presentation, classification, and electronic communication and document
printing.

"Dr. Maharjan is a Faculty Member at Public Youth Campus, Tribhuvan University. He is the first to commence
PhD dissertation regarding Customs Topics. This article is a short extract from the dissertation. He can be
reached at maharjangautam@gmail.com
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The implementation of customs management system simplifies and
accelerates customs clearance and administration and thereby increasing revenue for
the nation more effectively. However, an automated system alone does not
guarantee the elimination of procedural bottlenecks, lack of transparency and
inconsistent clearing processes. Therefore, the main objective of this paper is to
measure the issues of customs management in Nepal. The other specific objective of
this study is to analyze the efforts made for improvement of customs management in
Nepal.

2. Issues Related to Customs Management

It has been well understood that weakness of customs management
negatively affects the customs revenue. The most common problem in a developing
country like Nepal is the difficulty in achieving the desired economic growth primarily
due to the lack of adequate revenue generation. The basic issues associated with
customs management system are as follows:

Poor technology adoption (PTA): The technology and the computer system are a fast
and reliable means for the collection of the customs duty. Poor technology adoption
leads to more time-consuming processing and may cause tax evasion. Therefore, for
the development of technology, details of description through electronic medium
should be managed according to Section 19, Chapter 4, Customs Regulation 2007.

Political disturbance (PD): Economic activities cannot be developed and regulated
properly due to political disturbance. In a politically disturb environment, attempts
are made to get unseen benefits. As a result, customs revenue cannot be collected as
expected.

Difficulties in managing open border (OB): Nepal-India open border is one of the
problems in customs management system. Due to the open border, people cross the
border easily. In exercise of the powers conferred by subsection 3 of section 9 of the
Customs Act 2007, the government of Nepal has applied the “Baggage Rules”. It is
found that goods have been brought in or taken out of Nepal using this facility of free
passage. It seems that equal treatment is not meted out to the people at the customs
point. This affects revenue collection.
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Poor human resource base (PHR): It is essential to mobilize competent officials at the
customs point. If skilled employees are not mobilized, problems will be created in
revenue collection. So, it is necessary to recommend competent employees in
customs points. Lack of competent officials affects the revenue generation.

Ambiguous customs policy (ACP): Any rules, policy and law should be simple and easy
to understand for all the people. The Custom Act 2007 (with second amendment) and
Customs Regulation 2007 (with Fifth Amendment) have been enacted with many
provisions. However, the implementation part has been noticed very weak leading to

evasion.

Poor infrastructure and inconvenient location (PIIL): Location of customs point
affects the import and export of goods. If customs point is not located at the
appropriate place, there will be difficulty in the collection of customs duties. The poor
customs infrastructure also leads to customs evasion.

Lengthy customs clearance procedure (LCCP): There are various rules and process for
importing goods from abroad. Importers have to attach various documents with the
declaration form for import and export. The section 9 of chapter 3 and section 21 of
chapter 4, respectively in Customs Regulation 2007 (with fifth amendment) mention
about arrangements for the license of the Bonded Warehouse and attachment of the
documents with the declaration form.

3. Efforts for Improving Customs Management System
Nepal completed thirteen periodic development plans with focus on poverty
alleviation in the few recent periodic. Both internal and external resources were
mobilized to implement all periodic plans. Customs revenue has always been an
important source of revenue. However, the share of customs revenue has declined
from 33.83 % of total tax revenue in 1992/93 to 19.51 in 2015/16.
a. Customs Regulations
In the process of improving customs management, various efforts have been
made in the area of customs regulations, administrative reforms and institutional
strengthening to improve customs revenue collection. The major attempt in the
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area of regulation is that there is a replacement of Customs Act 2062 by Customs
Act 2007 and Customs Regulation 2007. With the changes and amendments of
regulations, a lot of improvements have been noticed in the customs offices,
department and ministry. The changed regulations are helping to speeding
export/import clearance, maximizing collection of customs revenues, reducing
costs involved in customs procedure, improving transparency in international
trade, and facilitating greater cooperation in the customs procedure.

The Customs Act 2007 is the land mark Act with regard to customs valuation.
It sets a base for trade procedures and development of new transit system. A lot
of simplification has been reported in customs. The tariff rate has been reduced
drastically from 25.5 percent to 15.4 percent in 1981/82, 11 percent in 1996/97
and 8 percent in 2005/06.

b. Harmonized Commodity Description and Coding System

The Harmonized Commodity Description and Coding System has been
introduced from 1992/93 and updated time and again. There are 21 sections and
97 chapters (See Appendix 38). Internationally, the classification has 6-digit codes,
however, the customs use 8-digit codes, remaining two representing national
code. Every 5 vyears, the WCO reviews the system and incorporates new
commodities, if any (Bhatta, 2014).

c. Customs Valuation System

A lot of improvements have also been experienced in the customs valuation.
The Customs Act, 2007 opened the modern valuation system in import and export
business. The procedural formalities and the submission of documents have been
made simple. There was a need for the submission of the documents relevant to
the goods to be taxed and the tax would be determined based on the bill amount.
If the documents could not be submitted, 5 percent would be added to the
market price, upon which the taxes would be levied. This provision has been
removed. In FY 1997/98, the government of Nepal promulgated 7th edition of the
Act, which would be used for valuation and customs duty. The current provisions
on customs valuation in Nepal is based on the General Agreement on Tariffs and
Trade (GATT), 1994 with WTO.
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d. Database Management of Customs Revenue

The manual filing system of maintaining data of customs clearance has been
replaced by Automated System of Customs Data (ASYCUDA) since 1996. The
ASYCUDA is a computerized system where the record of imported/exported
goods, their verification, valuation and customs duty paid are recorded in the
digital system. The system is reported as designed by UNCTAD to administer a
country’s customs. The business persons fill up the documents and submit them
to customs office, which are later entered in the database. In the customs offices
where the computerized system is not introduced, the documents are sent to the
DoC to be entered into the system. Since January 2016, ASYCUDA World, a web-
based system, has been introduced. Compared to the previous versions, this
system is easier. Since this is a web-based system, the database is centralized
instead of individual servers in every customs office thereby reducing tedious
paperwork (Chonbang, 2017).

e. Post Clearance Audit (PCA)

Post Clearance Audit is taken as a tool to ensure facilitation of export/import
and consistency in valuation. The business persons submit the details of goods,
price, amount and applicable tariff in the Declaration Form. The Customs Office
clear the goods based on the declaration, with improvisation, if required. The PCA
is an auditing of the details mentioned in the Declaration Form and confirming its
accuracy and reliability after the clearance. Despite the tool being implemented in
the international arena since long, it was officially introduced in the Nepalese
Customs since FY 2003/04. The PCA office was established in 20 September 2009
(Sharma, 2010).

The provision of PCA is in accordance to the clause 34 and 57 of the Customs
Act 2007. The clause 34 gives authority to the customs officials to audit the
cleared goods and penalize the businessperson if they have attempted to evade
the tax or collect the remaining tax if the valuation has been lower than the actual
tax. The Customs Auditor has the right to demand the documents if necessity is
felt till 4 years of transaction. In case of non-response, the Customs Auditor can
fine NRs. 5,000 every time the call is not responded. The business communities
should keep the documents safe for 4 years after the transaction. There are 6
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methods of customs audit, viz, Verification, Consignment, Form-based Audit,
Periodic Audit, and Commodity based Audit and Joint Audit (K.C., 2015).

f. Customs Risk Management

The clause 8 of GATT 1994 spells Fees and Formalities connected with
Importation and Exportation. It mentions minimization of procedural
complications and required documentation in export and import, as well as
simplifying the documentation process in customs. The effect of globalization can
be observed in trade as well, along with the international commutation of people.
Globally, voices are being raised for simplification of international travel and
trade, including minimization of risks associated with it. In this context, it is a vital
responsibility of customs points to manage the risks associated with international
trade, to facilitate international trade (Siwakoti, 2011). In customs management,
risk is defined as the chance of incidents of law breaking. Risk is resulted from
uncertainty. The risk can be categorized in customs as revenue related and non-
revenue related. Revenue related risk includes customs, tax, tariff and evasion of
duties. Non-revenue related risks include export/import of banned/illegal goods,
such as, drugs, weapons, arms and ammunitions and duplicate goods (Dahal,
2008).

g. Border Management

Border management refers to regulation and facilitation of cross border
movement of goods, people and transport vehicles at the border posts designated
by the sovereign authorities. lllegal trafficking of goods and restricted materials,
such as drugs, weapons and contraband goods can be minimized or even
completely eliminated through proper management of border (Ojha, 2015).

Ojha (2015) reveals poor physical infrastructures as one of the major factors
towards hindrance to cross border trade traffic, which include inadequate parking
space, narrow road and bridges, lack of proper warehousing facilities and customs
examination bay, causing unnecessary delay and hassles.

The border with India in East, South and West is quite tough to manage, as the
countries do not have distinct separating features. Hence the people can travel
back and forth through the forests and plains, far from the customs points.
However, the rugged mountainous border in the North does not provide similar
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facility in Nepal-China border. The people using the northern border have to
depend on the very few passes, most of which contain customs point. There are
26 road crossing and one railway crossing designated for bilateral trade, of which,
15 are used as transit routes for overseas trade of Nepal. Sometimes, the
arrangements for crossing the borders are so complicated and restrictive that the
traders prefer taking informal channel to clearing the customs.

The necessity of improved border facilities was realized in mid-1980s, when
the International Organization for Standardization (ISO) containers started
entering with traded goods, which called for the loading/unloading and parking
facilities as vital part of border management system, hence the concept of Inland
Container Depot was initiated. The Nepal Multi-modal Transit and Trade
Facilitation Project (NMTTFP) successfully created three Inland Clearance Depots
(ICDs) at Birgunj, Biratnagar and Bhairahawa, as modern facilities to serve
bilateral and transit trade of Nepal. To simplify the process, modernize and
automate it, and make it consistent, some important steps were taken. This
includes customs automation, which remains a hallmark of customs reform (Ojha,
2015).

Adequacy of physical infrastructures has now been widely accepted as the
minimum condition for facilitation of international trade. The government of
Nepal has started developing such facilities at various border posts. Kakarbhitta
Inland Clearance Depot (ICD) was brought to operation in 2011. Two ICDs are
being developed in the northern borders, Tatopani and Rasuwagadhi. Kanchanpur
ICD is also being planned.

Development of first three ICDs and their successful operation under the
multi-modal project, provided impetus to the development of additional
infrastructural facilities at major border posts between Nepal and India. Thus, the
governments of Nepal and India took the initiatives of developing the Integrated
Check Posts (ICPs) at the border crossings of (i) Birgunj-Raxaul (ii) Biratnagar-
Jogbani (iii) Bhairahawa-Sunouli and (iv) Nepalgunj-Rupaidiha. The objectives of
development of these border posts were; to address the infrastructural gaps at
the land border stations and provide mirroring facilities such as, warehouses,
parking lots, banking, immigration, quarantine and inspections facilities under a
single roof and make available effective and efficient services to the passengers,
goods and vehicle passing through the borders. The financing agreement for
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development of these facilities was concluded in 2009 as a turnkey project being
funded by the Government of India under the bilateral cooperation framework.
This project has immense importance in terms of facilitating cross border trade
between Nepal and India and the third country trade transited through the
territory of India. It has been assumed that the international trade of Nepal will
get a boost.

In the light of above discussions, it is clear that CBM is an important
component in connecting different stakeholders by narrowing the infrastructure
gaps as well as minimizing the institutional deficiencies.

h. Provision of Bonded Warehouse

Bonded warehouse is the warehouse used to store two types of materials.
First is the imported raw material, auxiliary raw material or packing material
unavailable in Nepal to be used for manufacturing goods to export or to sell in the
country in foreign currencies. Second is the goods imported to be sold in duty free
shops. The bank guarantee from the banks or financial institutions approved by
NRB is required for such imports (Adhikari, 2010; Dhungana, 2015).

i. Exim (Export-lmport) Code

Exim Code is a coding system developed to register the exporters and
importers through the scientific coding system. Since the implementation of Exim
Code Procedure 2017 (FY 2017/18), it is mandatory for exporters who conduct
transactions above NPR 500,000 and for importers above NPR 50,000 and to
receive an Exim Code to continue their businesses. Nevertheless, if a
businessperson has obtained the Exim Code, it has to be indicated regardless of
the amount of transaction (Exim Code Procedure, 2017). Till the date, six
thousand exporters/importers have registered for Exim code (Chhahajarleliye,
2017).

However, the Exim Code will not be necessary for one time import towards
donations, support, gift, and purposes other than business. Also, the necessity of
the Code is waived for the government agencies, public organizations,
government projects and diplomatic agencies and missions for non-business

purposes (DoC, 2017). This is meant for discouraging illegal foreign trade.
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4. Results and Discussion

Ranking in order of seriousness of the problems, seven issues of customs
management [i.e., poor technology adoption (10), political disturbance (06),
difficulties in managing open border (06), poor human resource base (10), ambiguous
customs policy (10), poor infrastructure and inconvenient location (10), and lengthy
customs clearance procedure (11)] are evaluated for perception analysis. Total 819
respondents, including 421 from business communities and 398 from government
officials, are taken as a sample for this study. Data was collected from major customs
points and concerned stakeholders of different places of Nepal through
guestionnaires. The responses are measured in a 5-point Likert scale for various sorts
of problem statements. The scale of responses is numbered as 1 for ‘strongly
disagree’, 2 for ‘disagree’, 3 for ‘fairly agree’, 4 for ‘agree’, and 5 for ‘strongly agree’.
Number of responses by scales for each problem statements are converted into
percentage. The percentage of responses are also distributed and ranked as per scale
of responses. The percentage distribution of responses is presented with customs
management related issues. Percentage analysis method was employed to measure
the opinion survey data.

Responses were collected from the opinion survey. The opinion survey of
various stakeholders (government officials related to customs revenue and business
communities) shows the percentage of responses on seven different issues. Table 1
shows that percentage distribution of respondents and ranking in various scale of
responses obtained in various categories of issues. Each of the issue categories
contains six to eleven statements. All issues depict that the respondents express their
responses on scale of 'agree' with rank first but the respondents ranked fifth (last) is
the scale of 'strongly disagree'. The result shows that the respondents are feeling
more problems on the seven different issues.
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Table 1

Rank of Respondents' Responses on the Basis of Percentage Distribution of Various

Scales Obtained in Various Categories of Issues

No. of Respondents' Responses
State- Issues Strongly . Fairly Strongly
. Disagree Agree
ments Disagree Agree Agree
. % 10.31 16.79 23.77 32.61 16.52
10 | Poor technology adoption
Rank 5 3 2 1 4
o ) % 8.49 11.18 23.59 31.38 25.36
06 | Political disturbance
Rank 5 4 3 1 2
06 Difficulties in managing % 4.53 9.47 22.26 37.82 25.91
open border Rank 5 4 3 1 2
% 5.00 10.70 25.42 39.14 19.74
10 | Poor human resource base
Rank 5 4 2 1 3
) . % 4.53 10.75 21.66 39.85 23.22
10 | Ambiguous customs policy
Rank 5 4 3 1 2
09 Poor infrastructure and % 4.03 9.71 23.73 42.12 20.41
inconvenient location Rank 5 4 2 1 3
1 Lengthy customs clearance % 5.27 11.45 23.70 39.73 19.85
procedure Rank 5 4 2 1 3

Source: Appendix 1

Summing up the two scales of 'agree' and 'strongly agree', the averages of the

statements under various categories are presented in Table 2which shows that the

percentage of respondents who considers issues constitutes 49.06 percent in poor

technology adoption to 63.71 percent in difficulties in managing open border.

Similarly, when adding the two other scales of 'strongly disagree' and 'disagree’, the

responders considers only 13.75 percent of respondents (poor infrastructure and

inconvenient location) to 27.14 percent of respondents (poor technology adoption).

From the table, the respondents who do not see improvement in customs

management still constitute a large size.

T fawmr

©e 3 =

EIR TAIIRBT 0%




Table 2

Summary of Respondents' Responses in Various Categories of Issues

No. of Issues Strongly disagree| Fairly Agree Agree
State- +Disagree + Strongly Agree
ments % % % Rank
10 | Poor technology adoption 27.14 23.8 49.0649 7
06 | Political disturbance 19.69 23.6 56.7157 6
06 Difficulties in managing
open border 14.00 22.28 63.7164 1
10 | Poor human resource base 15.70 25.42 58.8859
10 | Ambiguous customs policy 15.30 21.67 63.0363
09 Poor infrastructure and
inconvenient location 13.75 23.74 62.5263 3
1 Lengthy customs clearance
procedure 16.73 23.72 59.5560 4

Source: Author's calculation from Table 1

Out of 819, on an average 49 percent of the respondents pointed out in the
agreement of poor technology adoption. Likewise, on an average 64 percent of
respondents are not satisfied with open border management. Similarly, around 63
percent of respondents agree with the ambiguous customs policy, and poor
infrastructure and inconvenient location. Ranking the total scales of 'agree' and
'strongly agree', Table 2 shows that the issues on 'difficulties in managing open
border', 'ambiguous customs policy' and 'Poor infrastructure and inconvenient
location' are ranked first, second and third respectively. It reveals that these three
issues are the major problem in customs management. But the issue on 'poor
technology adoption' is ranked seventh (last). This issue is the least important
problem in customs management compared to previous three issues.

In this way, about 49 to 64 percent of the total 819 respondents agree with
the statement of problems under different categories of the issues during the study
period. They do not notice improvement in customs management.

5. Conclusion

Different views were received from the stakeholders (government officials
related to customs revenue and business communities) on issues related to customs
management system. From the average view of the respondents on each issue
related to customs management, the most respondents are observed with “agree”
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scale. But the respondents with “strongly disagree” are nominal. This indicates that
most respondents consented with the statements under each issue related to
difficulties in customs management system. It was also observed that issues on
'difficulties in managing open border', 'ambiguous customs policy' and 'poor
infrastructure and inconvenient location' are seen to be the major serious issues in
customs management but respondents are seen to be less serious in the issue of
'poor technology adoption'.

Ranking the seven issues, the study concluded that difficulties in managing
open border, ambiguous customs policy, and poor infrastructure and inconvenient
location are major problems in customs management whereas issue on ‘'poor
technology adoption' is ranked seventh (last). Due to the difficulties in managing
open border which ranked first, the border management agencies should develop a
common vision and an inter-agency approach for implementation of the service
delivery. They should work together and integrate their respective information
seamlessly within the requirements of data protection and privacy legislation.
However, the concerned department of government sector, policy maker and planner
should pay attention to these major issues to make a good decision for the
improvement in customs management system.

6. Recommendations

On the basis of the findings, the major areas of recommendations are as follows:

e Formulation of proper policy and law, backed by strong implementation and
monitoring are strongly recommended for controlling the customs duty
evasion. The government should also give attention in order to enhance
practices in these cases.

e Change in regulations, administrative reforms and institutional strengthening
should be brought in order to improve customs management.

e Border management agencies should develop a common vision and an inter-
agency approach for the implementation of the service delivery.

e When regular control and facilitation activities are distributed across multiple
agencies, all of their functions and organizations should be aligned around the
same mission. They should work together to achieve the same goal, and
should integrate their respective information seamlessly within the
requirements of data protection and privacy legislation.
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Appendices
Appendix 1: Distribution of Total Respondents' Responses in Various Scales
Obtained in Various Categories of Issues

No. of Respondents' Responses

State- Issues St.rongly Disagree Fairly Agree Strongly Total

ments Disagree Agree Agree
10 Poor technology | Number 828 | 1,348 | 1,908 | 2,618 1,326 8,028
adoption % 1031 | 16.79 | 23.77 | 32.61 16.52 100
06 | Political disturbance Number 416 548 | 1,156 | 1,538 1,243 4,901
% 8.49 | 11.18 | 23.59 | 31.38 25.36 100
06 Difficulties in managing | Number 221 462 | 1,086 | 1,845 1,264 | 4,878
open border % 4.53 9.47 | 22.26 | 37.82 25.91 100
10 Poor human resource | Number 409 876 | 2,081 | 3,204 1,616 8,186
base % 5.00 | 10.70 | 25.42 | 39.14 19.74 100
10 Ambiguous customs | Number 370 878 | 1,769 | 3,255 1,897 8,169
policy % 453 | 10.75| 21.66 | 39.85 23.22 100
09 Poor infrastructure and | Number 296 714 | 1,744 | 3,096 1,500 7,350
inconvenient location % 4.03 9.71 | 23.73 | 42.12 20.41 100
11 Lengthy customs | Number 473 1,028 | 2,128 | 3,567 1,782 8,978
clearance procedure % 5.27 11.45 | 23.70 | 39.73 19.85 100

Note: Respondents' Responses = No. of respondents x No. of question-answers (only responses)

Source: Survey 2015
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Trade in Globalized Era and Need of SMART Customs
. Bal Krishna Basnet *

Ancient trade and trade routes

In old age, Greek was a central point and trade was fundamental aspect of the
ancient Greek. Trade was increased due to territorial expansion and increased
movements of population. Goods could be bought, sold and exchanged in the part of
Mediterranean which had their origin in a completely different and far distance.
Food, raw material, pottery, gold, copper, ivory, wine and olives were traded at that
time. The trade helped to spread Greek culture to the wider world. The Minoan and
Mycenean civilization were a prominent business era. After the decline of this
civilization, the Phoenicians carried out the international trade. They were very clever
and they invented alphabets. They extracted purple dye from snails which was used
to color garments at that time. Except these they traded wood, slaves, glass, gold,
copper with Greeks.

In the old days doing trade was vulnerable due to lack of transportation,
communication and safety. The most important trade routes were:

e The silk Route - It was a network of caravan path leading from central China to
Rome via Mediterranean Sea. Silk was chiefly traded through this route
along with other commodities.

¢ Incense Route - This route was famous for incense trade. Despite incense
spices and other precious stones were traded from India to east-Asia and
rest of the world. Resins were collected from the incense trees, dried up and
transported. The trade was boomed in 15™ century B.C. It was used in
churches, temples, in-burial and rituals. The central point of this trade was
Doffer in Oman.

e Salt Route- Salt was extracted from the mines and transported through these
routes to German and Austria. Salt was the most valuable preserving agent
at that time. The most famous salt route was named as "Via Salaria" ran
from Sahara to Rome. Salt was given as wages in ancient Rome that was
called "Salarium".

e Spice Route- Rome, Spain and Portugal established a direct trade route for
spices via red sea to India.

" Executive Member, Federation of Customs Agent Nepal
President, Birgunj Custom Agent Association
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e The Amber Route - Amber (a fossilized resin) was traded through this route
leading from Baltic sea to ltaly.
Except those route Tea route, Tin route and the famous sub-Saharan routes were also
in existence.

Doing business in the old age was not so easy. The countries of the world were
quite remote from each other in those days. The trade path was in the formidable
mountains, seas, vast forest and deserts. Means of transportation were animal driven
caravan, a small wooden boat or used to be self-borne. In the lack of communication,
trade was not done directly by the buyers and sellers rather it was done by - regional
and frontier middle men of a particular junctions. Doing trade was very risky as some
of the trade caravan were lost in the dense forest, deserts and even fallen down from
the slippery slope of the mountain and almost lost.

There was a fear of theft and robbery. The traders who were on the trade
path died of disease and hunger due to meager ration. There were no proper means
of communication for sharing information except making noise and creating smokes
by burning fires. They also used to use Nagaras (A bowel shaped drum) for
information. There was almost a horror and terror circumstances on the trade path in

old age. So, the trade was not easy for a common people.

Advantage and Disadvantage of Globalization

The 21% century is known as the age of globalization. The countries of the
world are brought closer to each other. The improved means of transport and
communication has made the world much manageable. Goods consumed by the
people of one continent, the same is consumed by the people of another continents.
The model car driven in UK is driven in Nepal also. The goods produced in Japan can
be bought, the next day, in Nepal. The technology, information and incidents are
shared immediately between the people of whole world as soon as it occurs.
Globalization has increased free trade between nations. Globalization has increased
investment in least developing countries by the developed countries. The life style of
the people of the world has become similar; it has helped to reduce poverty, disease,
illiteracy by the collaborative approach of the countries.

But globalization has multiple aspects of merit and demerits as it has
increased competition between the countries of the world for better and cheaper
products. The opponents of globalization worry that the race for cheaper products
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may lead to production madness in poor countries that may cause environmental
degradation. Globalization has made the whole world an open field where the
powerful nation vies for their self-interest that can violet the social, cultural,
economic and religious environment of the poor countries because it does not seem
to insure a level playing field for all countries yet. It has been evident that powerful
nation pursues its hegemony over the weak nations. Globalizations may exploit the
workers in the less developing countries. Small companies have to go out of business
because they can't compete with the multinational companies, because the big
companies are the only winners in globalization.

Globalization also increases gap between have and have-not. Globalization
has paved the way for trade war between the countries of the world that has become
a matter of sorrow for the poor nation as we see trade war between China and USA in
recent years.

Challenges of Modern Customs

It is said that customs have to watch and examine even a shadow that passes
across the border, for the safety of people and nation. In this age of Globalization
customs have to do much to promote trade, travel and transport, also customs have
to mitigate threats inherent to cross border flows of goods, people and means of
transportation. Customs is not only to collect the revenue as like in our countries
perspectives rather it is a border regulating agency which may have so many
challenges such as: cross border crime, funding for international terrorism through
trade activities, shipment of illicit goods that could affect people's health and
environment, smuggling, violation of intellectual property right, money laundering,
challenge to manage huge traffic of cargo people and transport at the customs yards,
risk management, finding out low invoicing and over invoicing, challenge to boost
indigenous production, prevent the entrance of arms and hazardous chemicals.

The above challenge could not be over looked quiescently by the border
regulating agency, the "Customs". To cope with above challenges which are apparent
or maybe hushed up, WCO is encouraging its member countries to make their border
smart and has developed tools, instruments and has taken initiatives to promote the
border into a smart agency that will support seamless supply chain of travel and
transportation fostering the legitimate trade, human and nations' security. Smart
boarder may develop participation with border agencies and cross border agencies. It
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will play an important role to prevent going out of our natural resources, historical
artifacts having archeological importance. Smart border may stride forward to reduce
compliance cost for legitimate trade. So, it has become a fierce urgency to promote
our customs in to a smart agency which is not a never-ending uphill task.

Measures to enhance the SMART border

To achieve the goal, WCO commits to promote the transformation of frontiers
into "Smart Border" with secure, measurable, automated and technically driven
components.

To make the border smart and seamless we must follow these measures:

e Develop coordination within border agencies.

e Digitalization of customs equipped with modern internet devices through
skilled operator engaged in data collection and analysis which will detect illicit
consignments and irregularities in imports and exports.

e Engagement with stakeholders will be a progressive approach.

e Promoting paperless and single window system.

e Better exchange of information within border agencies with collaborative
spirit.

e Sincere application of Revised Kyoto Convention.

e Standardizing and harmonizing border procedure.

e Promoting measures to exploit cutting edge technology to improve its
efficiency.

e Practical use of geospatial technology.

e Providing proper training to the Customs Agent.

The most important above all is there should be sincere and devoted officials
to facilitate trade, travel and transport with cooperative spirit and with Bonhomie
appearance which may also reveal the smartness of the customs. They must have
good vision, mission and core values which may contrive for future innovations.

Future Hope

Department of Customs has implemented "ASYCUDA WORLD" in the customs
offices. A web based customs management system that supports paperless cargo
submission system (Online System) in which exporter and Importer, customs Agent
need not to go within customs premises to register the declarations. They can submit
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e-copies of necessary documents from any place convenient to them and may make
e-payments. It will reduce time and compliance cost of traders.

The newly operated ICP in Birgunj seems to be an example of single window
system because customs, Food, Animal, Plant quarantine, bank and immigration lies
together in integrated manner, there.

Government of Nepal has started operating electronic container tracking
systems (Under SASEC Program) to a few extents for third country goods that enables
real time tracking of cargo from the point of loading to the point of discharge that will
be beneficial to facilitate trade having following benefits:

a) Ability to monitor the movement of cargo in transit.

b) It may save money of Nepalese traders avoiding heavy demurrage.
c) It may prevent pilferage.

d) Avoid multiple check point in India in pretend of security checks.

Nepal jumps ten spots in logistic performance index (LPI) according to Biennial
Survey of World Bank since 2017. Out of 167 countries Nepal's position has been
improved in the LPI along with an improvement in e-procedure, trade logistics quality
system, tracking system and timelines of delivery. This time, Nepal landed on 8t
position of the top of 10 good performing low income economies. Rwanda is among
the top performer in the group of 10. Those activities have opened prospects for
better future.

Conclusion

Smart border is essential specially for our country Nepal which does not have
access to sea nor does it have its own railway cargo system or efficient airports. So, its
performance in international trade gets adversely affected.

If we want our trade transport and travel may flourish, we must promote our
customs into a smart agency that would facilitate trade and play an important role to
all round development of the country. Thus, we can uplift our nation from the
quicksand of corruption poverty, inefficiency and decadency.

Indeed, A Smart border will bring an upbeat atmosphere for legitimate trade
in future.

References
e World Encyclopedia
e Kathmandu post April 20 2018
e Kathmandu post July 25 2018
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Nepal Customs Automation: In the scale of ‘Info’ to ‘Intel’
= Ashim Lama ”

1. Nepal customs’ automation in retrospect

Every customs reform and modernization program identify introduction of
Information and Communications Technologies (ICT) in customs processing and
administration. Enhancement in trade facilitation requires process of customs
automation in a comprehensive, planned and integrated manner. Business process
reengineering (BPR) of the old methodology and introduction of innovative ways of
doing business has expedited the customs clearance. With the introduction of
automatic customs clearance system in 90’s, which was decentralized, local managed
customs system, Nepal customs started it journey toward automation. Until 2016,
Nepal Customs were using legacy software built in Pascal and C, Informix as back-end
database in a different server in every customs point. That obviously resulted in
tedious installation, update of software/customs reference data in different servers
as opposed to centralized where such modification and maintenance is one. Data
fetching for intelligence required WAN connection to the local offices and real-time
data consolidation for statistics was nearly impossible or hefty. Also, required experts
in each customs office who knows business logic and IT to update software so as to
reflect running fiscal year business rules and tariff.

Establishment of centralized customs clearance system and its own data
center in 2016, Nepal Customs has laid foundation for central clearance and ease IT
management substantially.

2. Whatiis in our disposal?
Software:

Customs clearance software, that is being used, complies the international
codes and standards developed by ISO (International Organization for
Standardization), WCO (World Customs Organization) for example Data Model, and
the United Nations. It can be configured to suit the national characteristics of
individual Customs regimes, National Tariff & legislation. Electronic Data Interchange
(EDI) between stakeholders and Customs are accomplished using standards like XML.

* Computer Officer, Department of Customs
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The software is open-source i.e. the source-code is maintained in-house in local
repository with latest version used in live system. ASYCUDA World as customs
clearing software is 100% Java technology, Operating system, relational database &
hardware independent, N-tier architecture & modular design [1]. From data
perspective, it is production unit not the customs analytics. For business analytics, as
accepted practice, report server is maintained. Monitoring system of network, server
hardware and application is maintained. Different sub-systems software is designed,
developed, prototyped and deployed as demanded by the customs business.

Others are the mixture of proprietary, open-source and free software in
middle-ware, application and in database which are needed to be reviewed
strategically so as to be confident that over vendor dependency over some software
will not affect the usages of those software down the road.

Hardware infrastructure

Current infrastructure is of hybrid nature i.e. physical plus virtualized. For
resiliency, high-availability has been maintained as network failover, application
continuity and servers’ availability.

3. Odyssey
Infrastructure

Current trends are such that hardware is being miniatured, virtualized and
moving towards clouds. Given their almost zero downtime, they are the hot spots
where infrastructures are transferring. Cloud hosting can provide us redundancy to
alternate availability zones and regions with geographically distributed load
balancing, multiple clustered databases on the backend, and multiple webservers
load balanced.

Precise security policies should be applied and should do constant review of
those policies so that we don't have to compromise in Quality of Service (QoS). Trade-
off between (QoS) and filtering must be calibrated well. Critical assets like customs
data must require customized security policy within IT policy of Nepal Customs.
Access, modification, and its logging for future audit must the integral part of that
policy.

Hire the smarts and retain them

The recruitment or placement of qualified information technology staff

presents many problems but it enables work on the project to get under way
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relatively quickly. Nepal Customs is one of the good examples of this. An appropriate
policy will be needed to prevent the drain of this expensive expertise to other
organizations. Salary scales or incentives will need to be at a level that will attract
personnel of the right caliber. Training of existing officials as computer systems
analysts, programmers and operators may offer a better solution because of their
Customs background to better deal with the problems they will encounter.
A possibility is to contract a firm of external consultants for advice and assistance in
feasibility studies, equipment selection and systems design and programming as a last
resort. Administrations with their own specialized IT staff may call for tenders to
supply hardware, systems software and communications but could prefer to develop
their own application software. [2]

Teamwork and its integrity, developers’ productivity, group dynamics,
organizational factors affecting the overall psychology of human involved should be
seriously taken. As hardware, “peopleware” needs proper technical direction.

Create “intelligent project”

Fresh intelligence, gathered by Customs, can be fed into the clearance system
to supplement in compliance check and guide selectivity and targeting. Such
systematic, accurate and timely analysis of huge data can greatly increase Customs
chances of detecting and repressing fraudulent practices. [3]

Neighboring country China has already leveraged the state-of-art technology
of Artificial Intelligence(Al) like Big-Data, Deep Learning with agenda of data-driven
smart customs. Like with the help of precise targeting using Big-Data, intelligent risk
control and revenue collection has been developed. Their statistics shows noticeable
improvement over convention way of doing customs business [4].
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Fig: Chinese Customs approach to risk targeting and inspection

This can even go beyond our current expectations. For instance, data in the
form of XML or e-mail are generally perceived as semi-structured data. The realm of
‘multimedia data’ which includes text, audio, video, animation etc., which we
encounter during customs processing like handwritten labels, captured pictures, the
Big Data and Computer Visions can consider them as other normal data and thus can
classify. Customs administrations thus need to build capabilities of receiving, storing
and processing such heterogeneous forms of data, which could subsequently be
amalgamated for analytical purposes [2].

4. ldiosyncrasies Vs Efficiency

Reforms in Nepal Customs are remarkable compared to recent past but
rudimentary from the perspective of 21st century technology integration. Still we are
out of the smart domain of Al. To start with, Nepal Customs should incorporate goods
(X-Ray) scanning and image recognition. Play with data we collect statistically and
value them as an asset. Consult or prepare data scientists with-in house and built
customized learning algorithms for learning the patterns of trade, forgery, revenue
leaks and conniving. In the era of intelligent systems, let the system mine the data
and determine for us the possible solutions to tackle the problems. Academia is the
best resource to consult on this kind of venture.
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Data: Poor Vs. Valuable

Error-free, timely data to Customs is pre-requisite of good data analysis. Data
originators like traders, shippers, agent are the responsible stakeholders in this
concern. Data validation and credibility checks at capture enable Customs to resolve
discrepancies while goods are still under their direct control and ensure the reliability
of the basic raw data entering the Customs computer system for all subsequent
purposes. Once invalid data enter the system, the results of any further processing
are worthless and associated investment, financial and other resources is wasted. [3]

Blatant Negligence

The information technology’s integration to the strategy, mission, and goals of
any organization is very essential. Such alignment often termed as Business-IT
alignment has transformed many businesses. This should start with comprehensive IT
policy and strategic guidelines for IT. For example, even to conduct a project of create
one central data warehouse of all the departments related to revenues like IRD, DoC
and other related organizations there should exists top level policy beforehand to
integrated IT as other key components of that endeavor. This requires suitable
authorization and/or authority delegation to IT management from draft, design,
procurement to execution of the project. Circumventing IT’s integration will delay the
project leading to bad Return-On-Investment (Rol).

Also, rotation and mingling of both IT and business professionals in cross-
sections of department and job functions is must to have the knowledge and
experience of both sides of the business i.e. IT and Business. Disjoint business and IT
can not deliver in fullest. This will yield good Rol and management must not be
myopic in this matter.

Though not desirable, business and IT professionals sometimes experience
conflict as lack of mutual understanding and the fail to produce desired results
leading to blaming and mistrust. Besides, organizations must create a respectful and
inclusive culture to ripe the collective effort’s benefits. B/l alignment establishes trust
between these two groups and a mechanism for consensus in decision-making. If it is
very hard to change the current modus operandi for whatever reasons, we should
stop faking efficiency.
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Acronyms:

Inland Revenue Department (IRD)
Department of Customs (DoC)
Return-On-Investment (Rol)
eXtensible Mark-up Language (XML)
Business Process Re-engineering(BPR)
Electronic Data Interchange (EDI)
Information (Info)

Intelligence (Intel)

Quality of Service (QoS)

Artificial Intelligence (Al)

Wide Area Network (WAN)

References:
1. ASYCUDA World official website, www.asycuda.org
2. Implications of Big Data for Customs - How It Can Support Risk Management
Capabilities, Yotaro Okazaki, 2017.
3. Application of Information and communication Technology, General annex

guideline, chapter 7, Kyoto Convention.
4. Exploration of Data-Driven Intelligent Customs, Mr. Wu youyi, WCO IT
Conference, Thilisi, 2017.
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