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Chapter One

Introduction

1.1. Background of the Study

According to, (2006), the customs has been degtfifirea century as one of ‘gate keeper’, with
customs authorities representing a barrier throwgkch international trade must pass, in an
effort to protect the interests of the country. Bssence of this role is reflected in the tradalon
customs symbol, the portcullis, which is a symboéipresentation of a nation’s ports the gates

through which international trade must pass.

According to McLinden (2005, page no 119) stateat ttustoms is the oldest of governmental
institution established to generate income for goveent in the form of taxation. Nevertheless,
the roll of customs becomes more important and nooraplicated due to tax base become
widened, the prevalence of illegal trade, and thednfor balance between trade facilitation and
control. All countries have in place some custorostiols for revenue generation, domestic

economic interests, and national security purposes.

Customs clearance in the developing world is ind-@volution. The development in customs
can be described in three stages. In the first,ctigoms authority concentrates on physical
inspection and paperwork, in the second, the custaathority works to reduce fraud and
maximize revenues, and in the third, the customsksvdo facilitate trade through internal

checks, process management and the developmerieaifoaic data exchange (Appels and
Henry, 1998). Therefore, trade facilitation is ook the focal point that customs authority

concentrated on among the others.

Africa suffers from the highest average customsyeln the world,12days on average. Estonia
and Lithuania require one day for customs clearaBt@opia averages 30 days as cited in the
(Buyonge and Kireeva, 2008) Journal Article. Howevke journal article did not show where
these lengths of time release took from. For instan the Ethiopian case, it did not indicated
whether clearance time is before or after the gawoization of the authority. So the reliability of

the average time is questionable and of coursesrfeeither study.



The Ethiopian Revenues and Customs Authority (ERSAhe body responsible for collecting
revenue from customs duties and domestic taxeaddiition to raising revenue, the ERCA is
responsible to protect the society from adversecedfof smuggling. It seizes and takes legal
action on the people and vehicles involved in the &t smuggling while it facilitates the
legitimate movement of goods and people acrosbdinder. The ERCA traces its origin to July
7, 2008 as a result of the merger of the MinistriRevenues, the Ethiopian Customs Authority

and the Federal Inland Revenues into one gianh@agton. (www.erca.gov.et)

1.2. Statement of the Problems

Customs is a governmental agent that is responwbtellect revenue in the form of tax, trade
facilitation and border protection. In every coyntf the world many scholars agreed that a

country could not exist without having customs.

Nevertheless, the organizational structure may ifferent. Although there are many studies
conducted in relation with customs and trade faediin different corners of the world, the
student researcher is unaware of similar studieEtimopian case as far as the researcher’s
knowledge is concerned. Many reforms have beemthigehe Ethiopian government regarding
to customs administration to facilitate trade eggdbcimport and export activities, increasing

government revenue as well as border protection.

At the same time, the student researcher obsénvesgh different mass media that importers
and exporters claim on long time release. Therefihiie indicates that still there are unsolved
problems concerning to customs service, espectaiheg length of clearing process, which

adversely affect business community, governmentlaagublic at large.

Therefore, this paper examines the challenges sfoms clearing time length in Ethiopian

context.

1.3. Basic Research Questions

* Where the customs clearance delay takes place?
* What are the causes for customs clearance delays?

* How effectively the existed law implemented?



1.4. Objective of the Study

1.4.1. General Objectives

The general objective of this study is to descihallenges of customs on

trade facilitation in Ethiopia: the case of custactearance in ERCA

1.4.2. Specific Objectives
* To asses where the customs clearance delay tades pl
* To identify what the causes for customs clearamtays.

* To examine effectively the existed law implemented.

1.5. Scope of the Study

Subject this research focuses on the challengesibms clearance that can be implemented by
the ERCA.

Area:- The research is delimited to ERCA in Addis Aaabity only in terms of area
delimitation. Conceptually, it is restricted only @verview of clearing processes at ERCA.
Methodologically, the research focused on the sarepiployee, import and clearing agent of
ERCA. Regarding the area of study this researclisied on A.A. Airport and A.A. Lagar
(kality) and did not approach other branch officers

Time:- the research study include 2006 — 2013 the re#s® student researcher selected this

time interval was because is that duration ERCAislgifrom manual to full automated system.

1.6. Significance of the Study

The significant of the study is to play a role meluding the real cause behind the problems and
their effects on the trade society, on governmsetfiand on import export activities at large.

More over the study might be invaluable in any ewde to modify customs related legislations,
simplify and harmonize customs process, providenitig to customs officers, resolve
difficulties with trade entities and other publiestitutions i.e. agents involve in the customs

clearance process.

Finally, the outcome of this study can offer an agynity for further study related to customs

and trade facilitation in the future.



1.7. Research Design and Methodology

Under mixed method approach, the researcher blasésduiry on the assumption that collecting
diverse types of data best provides on understgrafia research problem (Creswell 2003). This
mixed approach is appropriate when either quam&abr qualitative approach by itself is
inadequate to understand a research problem. Tiesgithe general objective and to fill the
knowledge gap, adequate data from both methodsed, @and converge data collected from both
sources at the same time to get a comprehensivgsanaf the research problem and interpret
the overall result. Therefore, the researcher agehtitative survey research questionnaire and

interview data gathering instruments together withumentary analysis.

1.7.1. Research Design
The descriptive research type has been applie@ sirec student's researcher aims at describing
the present's status of the mentioned problem.stindy used both qualitative and quantitative
approach. The research were use surveys resegatdggtwhich helps the student researcher in

order to gain a deeper understanding of clearinggss view point on the subject matter.

1.7.2. Population Sample Size and Sampling Techniga

The other element of sample design is determinadiosample size, given the limitation of
availability of time and other resources the sangite was determined as follows even if, there

is no a single right way for the determination afnple size (Fowler 1984).

Accordingly the researcher has take 200 sampldswha 20% from the total employees, 135
samples that was 20% from the total importers, E8@ samples that was 20% from the total
clearing agent. For employees used Systematic narsgdection, for importer and clearing agent

used convenient was applied in taking these samples

Table 1.7.2.1. Population of teeeidy

Station
Category : : Total
A.A. Kality A.A. Airport
Employee 120 80 200
Importer - - 135
Clearing Agent - - 180
Total 515




The student researcher used sample size 20% ftotallemployee, importer and clearing agent

it means 40 employee, 27 importer and 36 clearyena

On the other hand, the researcher has drawn Ziexezes from A.A kality and A.A. Airport
Marketing Manager to get detailed and clarifiecdbiniation as they are decision maker in their

respective organization.

1.7.3. Type of Data Collection

The researcher used closed ended questionnaibetioiquantitative and qualitative aspect of the
research method. Further, primary data has bedectad from Airport and A.A. lagar (kality)
employee, importer and clearing agent. The secgndiaia on the other hand, is obtained from
company profile and website, published documents ldaerature, books from library and the

internet  (e-books) those are relevant to thidys

1.7.4. Method of Data Collection
The student researcher used survey questionnairte anain idea gathering tool to collect data
from employee, importer and clearing agent. Thed upgestions were structured using a close
ended. In addition, to gather data from the ERCAketatng manager an interview has been

conducted by the student research.

1.7.5. Method of Data Analysis

Data analysis consists of tabulation and percestaganalyze data which gathered from ERCA
employees, importer and custom clearance agenth8agpecific methods applied in the study

were survey methods and interview together withudwentary analysis.

1.8. Limitation of the Study

The major challenging was getting data from thehauty, officials and employees were not
voluntary to provide the available data the reasas confidentiality, but unsatisfactory. So in
conducting lot of ups and downs were there. Therolimitations of the study were time and
finance constraints. To carry out these types séaech, obviously time is the most invaluable
input and of course budget is the other fundamassale because the researcher is a full time

worker.



1.9. Organization of the Study

The study is assessing problems and reasons tetsesdustoms clearing in Ethiopia in case of
ERCA. The research paper will have four chapteiGhapter one gives the Background
Information and Statement of the Problem. It seétgameral and specific objectives, significance
of the study, scope of the study, research desnghnaethodology of the study. Chapter two
discusses the theoretical reviews as well as tipereences of other countries with respect to
customs clearance. Chapter three contains datarga¢i®n, data analysis and data interpretation.

Finally, Chapter four deals with summary, conclasamd recommendation.



CHAPTER TWO

LITERATURE REVIEW

In this chapter, knowledge of customs has summahzsed on different publication. Moreover,
some authors work related to customs, customsariearprocesses that have been undertaken on

different countries was also reviewed.

2. General Overview

2.1. Knowledge of Customs

The World Customs Organization (WCO), established 1952, is an independent

intergovernmental organization with 177 Members.ntission is to enhance the effectiveness
and efficiency of customs administrations in theaar of compliance with trade regulations,
protection of society and revenue collection, thgreontributing to the economic and social

wellbeing of nationsvww.wcoomd.org Customs contributes significantly to protectiting

security and safety of citizens, as well as to eéasing competitiveness through efficient,
targeted controls and the facilitation of legitimdtade (ec.europa.eu), Taxation and customs

Union.
2.2. The Role of Customs

The responsibilities of customs administrationsyMaom country to country, and are often the
subject of regular review and modification to emstiteir ongoing relevance in a constantly
changing world. Traditionally, however, customs baen responsible for implementing a wide
range of government policies, spanning areas ays#vas revenue collection, trade compliance
and facilitation, interdiction of prohibited substes, protection of cultural heritage and
enforcement of intellectual property laws. Thisdut of responsibility, reflects the fact that
customs authorities have long been entrusted wibmirdstering matters for which other
government ministries and agencies have policy omspility, such as health, agriculture,
environment, trade statistics and in some casesiyigmation. Nevertheless, the current trade
towards global free trade and the recent heightepininternational terrorism concerns have

seen border security emerge as a priority acrégsahomies (Widdowson, 2007).



2.3. Customs Modernization

Customs modernization refers to comprehensive ratieiag of processes, formalities,
procedures and documents handled by an improved dag regulatory framework, the optional
application of IT solution, and the implementatimithuman resource management policy. The
customs modernization program is accelerated byptmallel introduction of a customized
capacity building plan to enable a customs admtisin to implement the necessary changes to

its management and operational environment, (\WBalak, 2008).
2.4. Automation in Customs

Economic Commission for Latin American and the Blagan (ECLAC, 2006) stated that,
automated system in customs provides one of thet raesful tools for facilitation of

international trade procedures. As a complementustoms reform, automation becomes a
catalyst for modernization of the customs and mnudtis for increased use of information and
communications technology (ICT) by other governmakndepartment and private sector

participate in an automation initiative.

Automation system in customs, results in increasiagsparency in the assessment of duties and
taxes. The higher the level of automation of custgmocedure in a country is the greater the
possibility of detailed inspections of detectiomsutd and firm action including prosecution in
court (Buyonge and Kireeva, 2008). The most ICTiesysused in Africa and Asia is that of
ASYCUDA++, which classifies imports depending owithrisk under Green, Yellow and Red
(Kafeero, 2009).

2.5. Customs Procedures

The term customs procedure refers to the treatofegods by customs administration which is
enshrined in national legislation. Customs proceslwover the whole spectrum of the customs
system of control and facilitation of imported agxported goods, the movement of passengers,
and goods in transit. From a trade facilitationspertive, the World Customs Organization’s
(WCO) international convention on the simplificatioand Harmonization of Customs
procedures, that was extensively revised and adoptdune 1999. And commonly known as the

revised Kyoto convention, is acknowledged as thennmdernational instrument covering trade

8



facilitation as it pertains to the role played hystoms administrations in the global trading

system (www.gfptt.org ,Global facilitation partnieifs for Transportation and Trade).

2.6. Customs Valuation

In the majority of cases, the valuation agreememnh$ the basis for the customs values declared
to customs administrations. The Agreement estaddishcustoms valuation system, which base
the customs value primarily on the transaction adli imported goods, i.e. the price actually
paid or payable for the goods when sold for expmrthe country of importation with certain

adjustments.

Five alternative hierarchical valuation methods @s® contained in the agreement and applied
in cases where the transaction value of importedig@annot be established. The world customs
organization (WCO) valuation committee to adminigtee technical aspects of the Agreement
through its Technical committee on Valuation whilational customs administrations are
responsible for the assessment and collection stoows duties and , in many cases, internal
taxes too. As the Agreement provides more predidigbstability and transparency for the
trading community, it is regarded as a major cbuator towards the facilitation of international
trade while insuring compliance with national laawsd regulation Www.gfptt.org Global

facilitation partnership for Transportation and dea
2.7. Harmonized System

The Harmonized (HS), regarded, as “common languaEgmternational trade, is the world
customs organization’s (WCO) international multjpese product nomenclature. The HS serves
as a basis for a variety of purposes. These inaudeoms tariffs, the collection of international
trade statistics, trade policy, the applicationrolies of origin, the monitoring of controlled
goods, the application of quota controls, the Iegyof internal taxes and freight tariffs, the
collection of transport statistics, and economicesrch and analysis. It consists of a
comprehensive classification system in which athomdities can be classified and identifies by
a 6-digit harmonized system (HS) code. The HS Igesti to constant review and is updated
every four to six years. (www.gfptt.org ,Globatifgation partnership for Transportation and
Trade).



2.8. Revised Kyoto convention

Since its inception in 1952, the world customs argation (WCO) has been working to develop
modern principle that would buttress effective oust administrations by examining customs
policies and practices worldwide, worldwide, cogtigrg with its member’s administrations, and
working with trade immunities and international ages. The resultant revision of the
convention, known as the revised Kyoto conventgftects that the economic and technological

changes and incorporates best practice of memipginestration (Mikuriya, 2005).

The revised Kyoto convention provides for the sifigation, harmonization and modernization
of customs procedures. Procedures and stating mmiand maximum levels of facilitation and
control for import, export, and transit of goodsluding the movement of passengers and means
of transport, the revised Kyoto convention is relgaras the blueprint for trade facilitation
Core principles of revised Kyoto convention
v Higher transparency and predictability
Standardized and simplified document
Minimum request and intervention
Divorce of release from intervention
Use of risk management
Specially simplified procedures for authorizedl&es
Maximum use of information technology

Cooperation with other agencies and foreign capaté

AN NN Y N N NN

Partnership with the trade
2.9. Customs Clearance

The WCO revised Kyoto convention, defines custofearance as “the accomplishment of the
customs formalities necessary to allow goods terenbme as to be exported or to be placed
under another customs procedure”. And releasehesdttion by the customs to permit goods
undergoing clearance to be at the disposal of #msom concerned. Traditionally, customs
authority do not release goods until all issueateel to the transactions are resolved and duties
are paid; thus as problems with goods classifiogtiand valuation, missing documents, or

appeal process against decision. Such delays haegadive impact on trader’s supply chain as

10



the goods are uphold in a customs controlled fgcdre not at the disposal for the trader
(UNCTAD ,2006).

As per the UNCTAD (2008), in many countries it i8l :iormal not to release goods unless all
issues are resolved and duties and taxes are Addid.of countries have resolved this problem
by allowing the release of goods prior to the acpagyment and are collecting duties and taxes

in separate procedures, independent of the fiealrahce.
2.10. Risk assessment methods

Risk managements logical and systematic methodauitifying, analyzing managing risks. Risk
management can be associated with any activitytifm or process within the organization and
enables the organization to take advantage of dppities and minimize potential losses.
Customs enforcement has developed drastically theetast to keep pace with the tremendous
increase in international trade and transport,giftaving awareness of transnational organized
crime and, more recently, the threat of terrori3ims led to an increased awareness in customs
administrations that national and internationabperation is essential this co-operation is based
to a large degree on the sharing of informationvbet customs services. More recent, the value
of sharing information with the business sector attnér law enforcement agencies has also been
recognized, as being of prime importance.
» Standardized risk assessments (SRAS) are an impquaat of the customs intelligence
function and contribute to the efficient and efieetfunctioning of customs services,
which in turn benefits international trade faciiibm efforts (www.gfptt.org Global

facilitation partnership for Transportation and dea

2.11. Rules of Origin

These are specific provisions known as “origineci&t” that are developed from principles
established by national legislation or internatlomgreements and which are applied to
determine the origin of goods. Rules of origin (RO€n be both non-preferential and
preferential. Generally speaking, when we talk &aboon-preferential ROO, we normally

referred to those ROO that will be established utitke terms of the WTO agreement on rules of

origin and which will be applied equally by all WTi@embers.
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2.12. Trade Facilitation

The trade facilitation agenda is gaining increasmgmentum as the Doha Ministerial

Declaration and subsequent decisions of the geneuasel of the WTO have sought to intensify
international commitment to further expedite the veraent, release and clearance of
internationally traded goods in transit. Specifigalhe Singapore Ministerial Declaration direct
the council for trade in goods to undertake exptoyaand analytical work, drawing on the work

of other relevant international organizations, lo& simplification of trade procedures in order to
assess the scope for WTO rules in this area (Widdan2007).

As pre UNESCAP, (2002), trade facilitation firstinded in the WTO agenda as one of the
Singapore issues at the 1996 WTO Ministerial Canfee. A symposium on trade facilitation
was held in 1998 to explore the main concernsaufdrs when moving goods across borders. In
November 2001, the Doha Ministerial Conferenceechlior negotiations on trade facilitation
after the 2003 WTO Ministerial and subject to agrert on the modalities of negotiation. WTO
members formally agreed to launch negotiationsradet facilitation in July 2004. In the WTO
text on trade facilitation, there are three specdirticles dealing with the simplification and

harmonizing of trade procedures namely:

1. Freedom of transit (article V), whereby each member state is requested to fyeedom of
transit for goods, vessel and other means of tahspossing its territory via the routes most
convenient for international transit.

2. Fees and formalities(article VIII), which states that all fees and djes imposed with
respect to importation and exportation must betéichin amount to approximate the cost of
services rendered and must not represent an indgiretection to domestic industry or a
source of revenue for fiscal purpose.

3. Publication and administrations of trade regulations (article X) this requires th#ttrade
regulations be published promptly in such a mamaseio enable governments and traders to
become acquainted with them.

Even though trade facilitation first included aeth996 WTO Ministerial Conference there are

several GATT provisions that are related to traaalitation, that are agreement on: customs

valuation, rules of origin, pre-shipment inspectiamport licensing procedures, technical
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barriers to traddTBT) and the Application of Sanitary and Phytosamyit( SPS) measures

(www.unescap.org, unescap), a symposium on traul@dton.
2.13. Capacity Building

In the customs context, capacity building is comipomnderstand to mean developing or
acquiring the skills, competencies, tools , proesessd resource needed to improve the capacity
of the administration to carry out its allotted étions and achieve its objectives. The OECD
(2007) has estimated that time delays, paperwadkcampliance related to border crossing costs
between 5-13% of the value of the goods involvestfd?mance in respect of each of the key
principles outlined in the Revised Kyoto Conventidre following principles are therefore
based heavily on the convention. Integrity cust@msinistrations should be free of corruption

and strive to upload the highest levels of intggrit

Transparency customs laws, regulations, administrative guidaliaed procedures should be
public and provide to clients in an easy accessitdaner.

Accountability customs administrations should be accountable Heir tactions through a
transparent and easily accessible process of astnaition and/or judicial review.

Predictability customs laws, regulations, administrative guidelia@d procedures should be
applied in a stable and uniform manner.

Facilitation & control while ensuring proper enforcement of customs lamg gegulations,
customs administrations should strive to facilitdte processing and clearance of legitimate
trade by risk management.

Client service customs administration should continually strivartgprove the level of service
they provide to clients.

Standardization customs law, regulations, administrative guidelime®l procedures should,
where appropriate, is harmonized with internatiynadjreed standards.

Simplification customs law, regulations, administrative guidelila@sl procedures should be
simplified to the extent possible so that custolearance can proceed without undue burden.
Minimum intervention customs administrations should apply sound riskagament systems,
and audit-based control to identify high-risk aittés, people, cargo and conveyances and limit

the level of customs intervention.
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Information and communication technology customs administration should make maximum
use of information technology to facilitate the ptlon of the principles outlined in the revised
Kyoto convention.

Co-operation and partnershipcustoms should strive to develop co-operativeimahips with

all stakeholders including government agencies, fhivate sector and other customs
administrations.

Continuous improvementcustoms should work with established standardsedbpmance and
implement systems procedures, which strive to ooatly improve the efficiency and
effectiveness of all business process.

Compliance improvementcustoms should work with clients to assist thenintprove their
level of voluntary compliance. In addition, all tmsis reform and modernization efforts should
be focused on establishing or strengthening theagement and administrative capacity of

customs administrations (www.wcoomd.org , WCO).
2.14. Contribution of various agencies to customsetays

According to Buyonge and Kireeva, (2008), even ukibess peoples usually, thought that,
delays are largely caused by customs authoritychvmay be partly true in the case of delays
caused by pre-shipment inspection companies sufpamd@d by customs to carry out

verification of values, quantities and quality adogls. In other cases, customs usually have
limited control over the activities of other goverant agencies responsible for checking goods

standards, phytosanitary and health inspection
2.15. Overview of the Ethiopian customs

Ethiopia is located in the Northern part of Afrikaown as the Horn of Africa. It is a big
landlocked country with a population of over 75lioil and with land area of 1.13 million km2.
It is surrounded by vast lowlands of the bordeinaeg and central highland is bisected by the
Great African Rift Valley. It has a diverse topoghg ranging in altitude from 150 meter below
sea level to 4620 meter above sea level, which sndkeerse agro-ecology and climate zones
(Girma, 2009).

In Ethiopia, customs duties were levied and cofidaround the*icentury in the Kingdom of

Axum on the Red Sea coast (Buyonge, 2008). Nevegbeit was established during Menelik 1l
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as a legal governmental structure in 1889, to cothlevernment revenue. Beginning from 1889-
1923 it was under the Ministry of Finance & Tregsuirom 1923- 941 under Ministry of
Finance, from 1941-1996 under Ministry of Trade (&R 2010). Meanwhile, in 1997 Ethiopian
Customs Authority was Re-established as a Fedepakdment organ with its own juridical
personality. It was accountable to the board, utigerobjectives of collect duties and taxes on
goods imported or exported; Implement Laws andriatiéonal Conventions related to its
objectives. Control the importation or exportatafrprohibited or restricted goods (proclamation
60/1997).

Finally, it re-organized since July 2008 mergedhwviite Ministry of Revenue, & Federal Inland
Revenue Authority. And become one institute and edhritthiopian Revenue & Customs
Authority (ERCA), directly accountable to the PrimMdinister Office (proclamation no.
587/2008). However, before merging the three ins#, a long process of study called
"Business Process Reengineering” had taken pldmesilidy was undertaken for a year and half
beginning from November 2007 by teams of officis¢gdected from within the administration.
The study has looked into the selected key busipessesses and has come across inefficient
organizational structure and unnecessary compticgt®cedures that permitted insufficient
service delivery. Owing to the depressing problehat worked against efficiency, the former
administration has failed to deliver efficient geevto its customers such as importers, exporters,
taxpayers, the federal government, the societyfac.instance, international trade participants
(importers, exporters) were unable to deliver tigeinds to domestic and international market on
time (ERCA 2008). Following the establishment oWvr@uthority, the government replaces the
proclamation no.60/1997 by proclamation no.622/2009

ERCA also scaled up customs reform program ( aceufpponent of tax and customs reform
program which was started in 2008/2009) to furtinveerhaul the customs administration system
which resulted in strengthening customs moderronagind automation system (ASYCUDA++),
reduced clearance time, improved the human resquatde, managed to enhance the collection
of revenue and enforcing the customs laws. Neghl$ls, the rapid increase in volume and
complexity of international trade has given risehte need of further enhancing the capacity of
the authority to improve efficiency of customs cle®e to be in line with international standards
(ERCA, 2010).
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2.16. History of ASYCUDA in Ethiopia

It all began in 1995 when a group of COMESA Delegatame to Ethiopia to introduce
ASYCUDA ver 2.7 to Higher Customs Officials. Theojct document was signed in June 1996
both by UNCTAD and Ethiopian Customs Authority. Tiv@ject duration was for a period of 2
years. The project was financed by UNDP and Moaddsy MOFED. Initially the ASYCUDA
version 2.7 was implemented since 1998 and phaseid @001.

Though, the project has come to an end, on the tidred the volume of import and export of

goods increasing every year. In order to cop uf wie current trade activity and need of the
business community, the Ethiopian customs requamesadvanced system which helps to
minimize the limitation of ASYCUDA++ ver. 2.7 andemts the current demand of its customers
and stakeholders. Therefore, the need to upgradgowe(Ver) 2.7 has become a compulsory
task for the customs authority.

The need to migrate from ASYCUDA Ver - 2.7 to ASYCWDA ++ System

It is obvious that before ASYCUDA++ system was aalinced in Ethiopia the collection of

duties and tax assessments have been performedaliyamsing desk calculators. On the other
hand, the annual external trade statistics wasupoto date; usually lag 2 years behind the
current year. Revenue collection was done by maReakipt which was really time taking and

cumbersome. However, after the introductiolA8Y CUDA++ the above problems were highly

reduced.

Limitations of ASYCUDA Ver.2.7
v' ASYCUDA Ver. 2.7 was based on DOS environmentbidsed system and the data was
stored in ASCIl Format.
Queries are fixed and integrated with the system.
Does not include selectivity programs

Limited report facilities

N X

Post-Entry of a declaration produced a new numiner the report will have a date
fallacy.
Therefore, In order to meet the current world tréa@litation demand the authority decided to

upgrade the current system and move to more adgamsgstem which is known as
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ASYCUDA++. ASYCUDA++ is a product of UNCTAD, basesh the client server structure
form and supported by ORACLE Data base

Features of ASYCUDA ++

v Client - Server base architecture;

v Includes - Selectivity - risk assessment module ;

v Direct Trader Input (Register the customs declaratiom the declarant premises;

v Skilled users can unite their own query from anyXORE support application soft ware;

v ASYCUDA++ application software run on Linux operafi system software and
supported by ORACLE DATA BASE;

v' 90 Reports are integrated with the system and caeralso develop their own report
using UDR facility ;( User Defined Reports).

v

Post-Entry of a declaration does not produce amawber.

Objectives of the ASYCUDA++

v

v
v
v
v

Developing updating and building the ASYCUDA++ aahfiles
System studio test at HQ.(proto type)

conducting training for final users

Parallel test at pilot site.

Launch live operation.

As per the above objectives, the task was begunJam/2004 and completed in

July/2004.However due to delay in equipment dejivenain server and work stations) the

parallel test was done in the first week of augumst finally the pilot site went to live operation
in Aug 23/2004.

Pilot site Achievements

v

v
v

The declaration process became simple and difféiads of reports were available both
from the pre installed report format and by SQLuesj.

The limitation which was seen in Ver.27 totallyed in ASYCUDA++ system.

For the first time, in Ethiopian customs historyAaftomation Direct trader Input (DTI)
was practically implemented by the prominent clegragent Maritime and Transit
Enterprise (MTSE) who invest a huge amount of moieimplement the ASYCUDA
Brokers module.
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v This remarkable achievement gave a paramount aetiimh for the national and foreign
experts to continue the roll out program with frithusiasm (Elias, 2008).

General Customs Clearance Procedure

v' Lodgment of entry the importer /agents are requited complete the customs
declarations. Beginning from the reorganizatiothef authority, it is the responsibility of
importers and/or agents to make sure that the weda is fully and accurately
completed and all supporting documents are prodwecet submitted to the customs
office.

v' Checking of declaration, the face vet officer reeeaind check the goods of declaration
against the document produced whether it is perirtbguction or not, then accept or
reject.

v"Ildentifying risk level of the document using the WSUDA++ system.

v' An examination of goods, this activity is undertak®y the examiner to assure that the
goods and conditions on the declaration are thes saith the nature, origin, quantity and
value of the goods.

v" Release of goods, this is the action taken by thstoens to permit goods undergoing
clearance to be placed at the disposal of the psrsoncerned, after the fulfillments of
all the formalities (ERCA,2010).

2.17. Customs Formalities in Ethiopia
It is stated in the proclamation 622/2009, thatftrenalities to be followed by the authority and

other stakeholders

2.18. Customs Declaration

Customs declaration may be made in written fornajlyr by bodily action or electronically.
Customs deceleration to be presented in writtemfehall be filled in the prescribed form,
signed and contain all the particular necessarydonpleting custom formalities( Proclamation
622/2009 Art. 12: 1, 2, 3).

2.19. Supporting Documents of Customs Declaration
On the presentation of customs decelerations,dif@fing original documents shall be supplied

to customs in a number of copies determined by ab#hority. Which are transportation
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document, invoice, bank permit, packing list, dexdite of origin and other necessary documents
(Proclamation 622/2009 Art. 13:1)

2.20. Acceptance of Customs Declaration

The authority shall accept customs declaration wlitee declaration and supporting document
described before contains the necessary particelquired for the completion of customs
formality (Art:18:1).

2.21. Calculation of Customs Value

The customs value for the purpose of applying th&amns tariff and calculating other import

charges should used the following methods:

Transaction value the customs value of imported goods shall bepthee actually paid or
payable for the goods (Art.33:1).

Valuation of identical goods:where the customs value of imported goods canndebsrmined
on the basis of the preceding article ,it shalledetned by taking the transaction value of
identical goods sold for export to Ethiopia at #ane commercial level and in subset initial the
same quantity at or about the same time as thesgbeithg valued. Where it is impossible to
determine the customs value in accordance withabme sub article, the transaction value of
identical goods sold at a different commercial lewe in different quantities by making
adjustments to take account of differences attaiblet to the commercial level or to the
quantity(Art.34:1, 2).

Valuation of similar goods where the customs value of imported goods cahaaletermined
on the bases of the last articles it shall be datexd by taking the transaction value of similar
goods sold for export to Ethiopia at the same corom@kelevel and in substantially the same
guantity at or about the same time as the goodsyheilued. Where it is impossible to determine
the customs value in accordance of the article tridr@saction value of similar goods sold at a
different commercial level or in different quargi by making adjustments to take account of

differences attributable to the commercial levelmthe quantity(Art.35:1, 2).

Deductive value methodwhere the customs value of imported goods canddtermined as set
forth in the previous articles, it shall be detered by using the unit price of identical or similar
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goods imported at or about the same time and wdrielsold in Ethiopia in their original state in
the greatest aggregate quantity to persons whaoaireelated to the seller, provided , however ,
that the price shall be reduced by: an amount ofression , expenses and profit equal to that

usually reflected in sales with in Ethiopia of itieal or similar goods of imported (Art 36:1).

Computed value method: where the customs value of imported goods cam’'tlétermined as
set forth in the last articles it shall be basecaaomputed value, consisting of the sum of : the
cost of manufacturing or processing of the goodsamount representing the selling expenses
and profit equal to that usually reflected in thées of identical or similar goods by producers in
the country of export , and the transport , loadinmloading, handling and insurance costs a
associated with the transport of the goods to the of entry in to the customs territory in
Ethiopia (ART:37,1).

2.22. Clearing Procedure

There are some clearing procedures adopted inrti@amation of Ethiopian government that

serves in Customs clearing process, and presestedavs:

Basic Functions of Clearing

Lodgment of customs declaration: customs declarati@ans a statement made in the manner
prescribed by the customs, by which the personseraed indicate the customs procedure to be
applied to the goods and furnish the particularewthe customs require for its application.

Declaration can be register through ASYCUDA++ systeising: -

v" Remote Direct Trader Input (RDTI)

v' Bureau direct trader input (BDTI), which is orgastzin all customs offices to serve
clearing agent those have no access to RDTI

According to the ASYCUDA++ UNCTAD declaration laypthe declaration has 11 sections or
guadrants.

v' Trade operators’ quadrants (exporter /consigngsoiter/ consignee)

v' General data quadrant ( clearance office ,manifasnber, registration number ,
assessment number, receipt number, pages, totals,itéotal packages, declarant
reference number, tax payer identification numbssuntry of consignment and country
of destination
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v' Transaction quadrant ( container flag, nationadityransport , mode of transport, mode
of transport at boarder port of loading office ofrg/ exit/ transit shed code)

v Financial quadrant ( delivery term, currency ardltéwvoice amount, rate of exchange,
nature of transaction and bank code)

v' Goods description quadrant (markets and numbergaic@r number)

v" Procedure quadrant( item number , commodity cod8}, ountry of origin , gross
weight, preference ,customs procedure code, netghiyeiquota, way bill, and
supplementary units)

v Additional information quadrant (license and aduigl information)

Under Revenue information segment there are also éfollowing quadrants:
v Duties and taxes quadrant (duty in tax, grand thiéies/ taxes and charges)
v Accounting (account number, WHS code and period)
v Transit (not functional)

v" Valuation note

Fallback method where the customs value of goods can't be detexthunder the provision of
the previous article it shall be determined basedhe data available in Ethiopia and using
equitable methods consistent with the general miee embodied in the provisions of the

proclamation.

2.23. Mandate of Ethiopian Revenue and Customs Audrity (ERCA)

The authority is charged to administer the acgegitbroadly indicated in the proclamation no.
(587/2008) and customs proclamation (622/2009). TAethority involves mainly in
enforcement of prohibitions and restrictions, adilen and accounting of revenue, trade
facilitation, and compilation of statistics for emmmic planning.
Revenue Collection and Accounting:
v' Customs duties-on imported goods and Export tagartain export e.g. semi prepared
hides and skins of animals.
v' Excise tax-on selected goods such as luxury anid gasds which are demand inelastic
The goods may be locally produced or imported itemts the country.
v' Value added tax-on imported goods.

v’ Surtax- on imported goods.
21



v Withholding tax on imported goods (ERCA 2008).
Trade Facilitation: the authority is responsible to facilitate interoaal trade, which it does by
providing expedited clearance of goods through Bffe@ and harmonized customs procedures

as envisaged under the revised Kyoto conventiarc(@mation 622/2009).
2.24. Empirical Studies on Customs

Case studies on trade facilitation measures (THyementation in five Asia-Pacific countries,
namely Bangladesh, China, Indonesia, India and Nepaeal that continuous unilateral efforts
have been made by the Governments of these cautdriacilitate trade, although countries are
often at very different stages of implementatiom.niany countries, various trade facilitation
systems and measures have been implemented aeddbecder crossings or customs offices on
a pilot basis, with plans to expand the systemalltborder crossings and relevant agencies, as

resources become available.

The other areas listed in order as key problemsnagection and release of goods, submission
of documents for clearance, obtaining of imporetise and payment of fees and penalties. This
clearly shows that the current scope of tradeitfatidn negotiations at the WTO eventually may
not be sufficient in ensuring quicker flow of goodsis also evident that the private sector
should be more prepared to take maximum advantbhgetomation and other programmes of
customs agencies (Prasad, B., and 2007:23). Tlas ared issues identified here go beyond the
current scope of the WTO trade facilitation nedatias. In particular, customs valuation, which
is not part of the negotiation, is still rankedtlas most, or second most, problematic issue by the

private sector in Fiji (Prasad, 2007).

Byonge and Kireeva, (2008) studied that; customsji@istrations in Africa are going through a
period of rapid changes, which requires a paradignshift in customs operation. There are
ongoing positive developments by customs to refand modernize procedures and processes,
as well as commendable initiatives by the privaeta to take a more proactive approach to

improve customs administration for the benefitg@fernment and the business.

The customs administration has set a goal of relga85% of field declarations without

immediate physical verification. The objectives &weincrease transparency and fairness and,
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indirectly, to reduce customs processing time (8&w®lt and Wulf, 2004), as a result releasing
time down from 18 days average to 10 days. Becailee unsatisfactory of rendering service,
trade facilities. Direct foreign investment and wtlo of the country has been impaired (Wolf,
2004).

Maximum use of information and communication tedbgg (ICT) is very important, inter alia,

for efficient clearance procedures, uniform appima of Customs law, and effective
implementation of risk management, efficient reverollection and effective data analysis.
Among the East African Community (EAC), Kenya imtuwed the new Customs Reform
Modernization program, which is called Simba. WhilEanzania and Uganda uses
ASYCUDA++.

A case study made in Angola by crown agents, shbwassintroduction of risk based control,
using single administrative document, introductminautomated customs entry processing ,
results in speeding up the flow of legitimate trsdand reducing the Customs clearance time
from 21 days to 48 hours. Moreover, introduction n&w consolidated Customs code and
regulation which is aligned with internationallyragd standards i.e. WTO rules for Customs
valuation and adoption of Customs code of conduct eustomer service standards results
improving transparency and predictability for biesia Trevor S. Phill N. (2010).

Generally speaking, the study make in Fiji indidat#hat, Valuation classification, and
identification of goods of origin is the main prebis that contribute a lot to the lengthy time
clearance process. Therefore, the researcher eplicate whether these problems are really

happened in Ethiopia and will identify what thesea behind these problems.
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CHAPTER THREE

PRESENTATION, ANALYSIS & INTERPRETATION OF DATA

This chapter is dedicated for data presentation aralysis that the researcher collects from
employees' importers and clearing agents respoosadf from selected ethics and anti-
corruption officers through questionnaires, intewiand different documents of the authority.

The chapter also tries to deliver findings basetherstudy.

As indicated in the objective part of this ideaisitto identify problems and the main cause of
these problems in related to customs clearancey.deta this purpose the researcher prepares
and distributes questionnaires to employees, ireporand clearing agents. Hence, analysis is
made based on the response of these three padddifion to the questionnaire, researcher has
used interview of customs official and some sebkcimporters in order to have deep
understanding and get detail information that hanat included in the questionnaires.
Accordingly, analysis is organized and presentath toy turn and finally, summarized all

together.

Total number of populations 515 out of these 20hpas that was 20% from the total
employees, 135 samples that was 20% from the iof@brters, and 180 samples that was 20%
from the total clearing agent. For employees usedeghatic random selection, for importer and
clearing agent used convenient was applied in gattiese samples. The student researcher used
sample size 20% for all total employee, imported atearing agent it means 40 employee, 27

importer and 36 clearing agent.

Table 3.1. Below depicts the general charactesistic respondents which indicate their age,

educational background and service year.
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Table 3.1. General characteristics of the respontiefemployee, importer and agents)

ID Respondents
No ftem No %
1 Age
A. 18-25 23 22.3
B. 25-35 55 53.4
C. 35 and above 25 24.3
Total 103 100
2 Educational Background
A. Below 12 - -
B. Certificate - -
C. Diploma 11 10.6
D. 1% degree 62 60.2
E. 2"degree 29 28.2
F. Phd 1 1
Total 103 100

As it can see from table 3.1 Iltem 1 about 55 (53.4%he total respondents around 25-35, 25
(24.3%) around 35 and above, the remaining 23 {8 &e among 18-25. These respondents
were also asked educational background in iten2466.2%) 1 degree holders, 29 (28.294¥'2

degree, 11(10.6%) holds diploma and the remain{igo) holds Phd. So this indicate that the

respondents are organized with BA holders as vggjloaing generation.

Table 3.2. Service year of employees in customceffi

ID Respondents
ltem

No No %

1 Service year
A. 0-5 29 72.5
B. 5-10 9 22.5
C. 10 and above 2 5

Total 40 100
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As it is indicated in table 3.2. Employees serwear around 29 (72.5%) have 0-5, around 9
(22.5%) have 5-10 and the remaining 2 (5%) havariDabove. So here indicate custom station
employees less work experienced.

Table 3.3. The responses that have been colleatech femployees to evaluate how the training

was extensive and related to employees professmzhreew technology

ID ltem Respondents
No No %

1 Have you ever had any training to improve ypur

skill and knowledge?

A. Yes 40 100
B. No - -
Total 40 100

2 If your answer ID no. 1 is Yes how many times
did you take training?

A. 1-2 times 9 225
B. 3-4 times 20 50
C. 5and above 11 27.5
Total 40 100
3 The training was related with your profession?
A. Strongly agree 5 12.5
B. Agree 3 7.5
C. Neutral 4 10
D. Disagree 22 55
E. Strongly disagree 6 15
Total 40 100
4 | Your company supported with new technology?
A. Strongly agree 28 70
B. Agree 9 225
C. Neutral 3 7.5
D. Disagree - -

E. Strongly disagree - -
Total 40 100
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As it is indicated in table 3.3. about 40(100%) Hogpes took training and also the researcher
asked how many times they were participated imitngi and whether the training was related to
their profession or not in terms of capacity builgli20(50%) of them took 3-4 times, 9(22.5%)
of them took 1-2 times, 11(27.5%) out of the suedkyget above five times. It implies that
employees have got training.

Moreover, 22(55%) of surveyed employees disagrel thie training related of the profession,
5(12.5%) strongly agree, 6(50%) strongly disag®4&,5%) agree and the remaining 4(10%)
neutral. It indicates that the organization franelpersonnel and their manager giving training
but not related to the profession. So it impliepkayees have no detail information about how

to work also minimize the length of clearing praxes

Moreover, 28(70%) strongly agree. It indicates ttte# organization use automated system
(ASYCUDA++) is the most decisive measure which seras a vital input for the change 9 (22.5
%) agree , and the remaining 3 (7.5%) neutrahdicated that revenue collection was done by
manual receipt which was really time taking and barasome. However, after the introduction of
ASYCUDA++ the problems were highly reduced.

Table 3.4. Perception of employee method for chagkdocument and use for post-clearance
audit vs. trade facilitation

ID Respondents
Item
No No %

1 What is the base for checking document?
A. Transactional - -
B. Risk management 40 100

Total 40 100

2 Did your office perform post-clearance audit fbe

sake of trade facilitation properly implements?

A. Yes 38 95
B. No 2 5
Total 40 100
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The researcher assure from the respondents thatautierity is already applied the risk
management to identify risk level of a declarateord to be used as a base for checking that
document or goods 40 (100%). In addition to thB,(35%) of the response showed that post
clearing audit is used for trade facilitation no ttea to what extent is, nevertheless, the
remaining 2 (5%) of the employees disagree that &veost clearing audit is used, they believe
that it is to control and check the accesor’'s decishereby to penalize them as well as for

revenue generation this is the opposite of tradiit&tion.

Table 3.5. Perception of employee on customs clegaoverall procedures

ID Respondents
No tem No %
1 The customs clearance process has taken accdadihe
world custom organization formalities and proced@re
A. Strongly agree 31 77.5
B. Agree 8 20
C. Neutral 1 2.5
D. Disagree - -
E. Strongly disagree - -
Total 40 100
2 How do you see the time length for custom cleze@n
A. Too long 19 47.5
B. Too short 12 30
C. Fear 9 22.5
Total 40 100
3 | Which one of the following is given priority inrRECA?
A. Cost minimization 10 25
B. Staying on schedule 15 37.5
C. Keeping employee moral 6 15
D. Providing quality service 9 22.5
Total 40 100
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Table 3.6. Perception of employees and importeraficial and professional capacity of

Clearing agent

ID Respondents
Item
No No %

1 The agents are fast and capable in filling theladation
form through the ASCUDA++ and submission |of

supporting document to the respective office?

A. Strongly agree 3 111

B. Agree 10 37.1

C. Neutral - -

D. Disagree 7 25.9

E. Strongly disagree 7 25.9
Total 27 100

2 If your answer for question item 6 is disagreestoongly

agree what do you think their problems?

A. Professional problem 20 74.1
B. Financial problem 7 25.9
Total 27 100

3 How do you evaluate the capacity and efficientyhe

clearing agent in terms of financial capacity?

A. Highly capable 9 22.5
B. Incapable 31 77.5
Total 40 100

4 How do you evaluate the capacity and efficientyhe

clearing agent’s interms professional capacity?

A. Highly qualified 10 25
B. Unqualified 30 75
Total 40 100

As it indicate in table 3.9. the agent filling tbeclaration form through the ASYCUDA++ and
submission of supporting documents to the respeatiffice 10(37%) satisfied, 7 (25.9%)

dissatisfied, 7 (25.9%) strongly dissatisfied tteaming 3(11.1%) are strongly satisfied. It
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implies that time more than needed in filling thecldration and submit it with supporting

documents using the DTI.

Moreover to this, importers has been asked to sgpiee specific problems of the agents and 20
(74.1%) indicated professional/ and the remaini(@b:P%) confirmed financial problems. The
researcher has also asked the stance of emplolgeas the capacity and efficiency of clearing
agents regarding to profession and financial c@#ygpathe majority of the surveyed employees
specified that 31 (77.5%) said they are greater @laclearing agent are incapable in terms of
financial capacity and 30 (75%) said they are uhfie in terms of professional capacity, but

they know, how to deal and cheat the officers.

In addition to this the employees describe the &gas they are the main facilitator of corruption
among officers and customers and their contributiothe delay of time release of goods is not
as such simple. However, the remaining 9 (22.5%) tb&y are highly capable and 10 (25%) are
highly qualified this implies that some unethicadaweak in financial position of clearing
agents are there, most of them are acting in a&gsainal wise and of course they are capable in

terms of financial problem.

The response of the employees question which desnendompare ERCA'’s formalities and
procedures with the WCO’s. 31 (77.5%) strongly agB (20%) are agree, the remaining
1(2.5%) neutral. It indicates that existed ERCAnfalities and procedures are almost similar to
the WCO.

With regard to time length for declaration to beased of goods, 19(47.5%) too long 12(30%)
said medium and 9(22.5%) are said too short. licatds that practically delays of releasing
goods are still frequently existed. Meanwhile, sahéhem confirmed that the organization is

doing its best for trade facilitation than contiral and revenue collection.

Accordingly, to give propriety in ERCA the respontesay 15(37.5%) staying on the schedule,
10(25%) cost minimization, 9 (22.5%) providing qtyakervice 6(15%) keep employee morale
and most of the respondents point out the ERCAsgreority staying on the schedule and also

the institution's focus is on controlling and rewengeneration than trade facilitation, even if
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there is an improvement beginning from the re-distadd of the organization to providing
guality service.

Table 3.7. Perceptions of clearing agent on custoctesaring facing problem

ID Respondents
No tem No %
1 Does your company have a problem face in conogictustoms
clearance
A. Yes 36 100
B. No - -
Total 36 100
2 If your answer for ID No. 1 is Yes where do ybink the problem
lies?
A. In customs office 2 55
B. In clearing agents 1 2.8
C. In importers 1 2.8
D. All of them 32 88.9
Total 36 100

As can be seen table 3.4. about 36(100%) probdeesfin conducting custom clearing process,
the problem lies 88.9% all of them both (customceff clearing agent and importer), 2 (5.5%)

custom office, 1(2.8%) clearing agents and 1(2.8#gorter. Office, this indicates that both
parties are not trust for each other for everydaation.
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Table 3.8. Perception of clearing agent on custoahsaring overall procedure

ID Respondents
No tem No %
1 Do you observe any problem in connection to ASY&+?
A. Yes - -
B. No 36 100
Total 36 100
2 If your answer is No for item 1 what problemsegae connectior
with it?
A. Networking problem 7 194
B. Harmonizing problem 2 5.6
C. Both of them 27 75
Total 36 100

As can be seen from table 3.8. the ASYCUDA++ cotineqroblem 36 (100%) respondents

agreed this specific problem of connection 27 (75%]5.6%) harmonizing problem and the

remaining 7 (19.4%) both of them networking probl@na harmonizing problem. This indicates

that network interruption and harmonizing of trgaecedures are the main cause of time delays.

Table 3.9. Prioritization of Problematic Area by gioyees, importer and clearing agent

ID Respondents
No em 15 [ e N%rd 4 IR > %3«1 4
1 Would you please rank, the following most
problematic area in conducting clearing
process?
A. Custom valuation 68 |19 |11 |5 66 18.4 | 10.7 | 4.9
B. Classification 15 |51 |25 |12 |14.6 [495 (242 |11.7
C. Inspection and release of goods 10 |38 |34 |21 |9.7 [36.9 |33 20.4
D. Identification of origin of the goods 11 (22 |33 |37 |10.6 |21.3 |32 36

Employees were asked to rank the problematic arepraviding Customs clearing service.

Accordingly, 68 (66%) of them agreed that Customisiation is the most problematic area,
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25 (49.5%) specify that classification stands riextaluation followed by inspection and release

of goods 38(36.9%) and finally, identification detorigin of goods was addressed as the fourth

problematic area 37 (36%). It implies that all pesbatic area happen in custom clearing

process.

Table 3.10. Prioritizing reasons behind the Problaetit Area by employees, importer and

clearing agent

ID Respondents
No em s d rlsl 0 i ih 5 d ?1/0 ih ih
1% |23 4 5 1 2 3 4 5
1 Would you please rank the following
reasons behind the above problems?

A. Over/under valuation 61 |17 |9 12 59.2 | 16.5 | 8.7 |11.7 | 3.9
B. Misclassification 14 |10 |18 |57 13.6 |9.7 |17.5|553 | 3.9
C. Wrong origin 2 |7 |13 |25 |56 |2 6.8 |12.6 |24.3 |54.3
D. Corruption 15 (10|42 |27 |9 145 | 9.8 |408 |26.2 | 8.7
E. Capacity of officers 13 |17 |38 |18 |17 |12.6 |16.5 |36.9 (175 |16.5

The researcher inferred from the above tables &@san behind the problems, prioritized
undervaluation on the top 61 (59.2%) misclassieatof goods 57 (55.3%), wrong origin
56(54.3%) , corruption 42 (40.8%) and officer’s aaipy 38 (36.9%). It indicate that the reason
behind the problem their interpretation and jusdifion is different from each other. All

respondents categorized customs valuation as tisé pnoblematic area, employees they blame

the importer and agents in submission of false ice/andervalued/ transaction cost, and

therefore this is the main justification for thetaarity to compile its own CD.

On the other hand when the private (importer apdratg agent) respondents accept valuation as

a problem, they claimed that even if transactiost om the invoice is true, the authority rejects

unless it is greater than the values indicatechen @D which serves as the data base of the

authority.

The private respondents added that, the sourcefaimation used by the authority to compile

the data in the CD is mainly the technology ofiin&t and different WebPages’. The information

loaded in these WebPages could not represent the sagoods imported now and then due to

the dynamic nature of global market and technokdgicivancement. The other problem of the

data is a matter of time duration, which the CDpsglated and distribution to respective user.
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Table 3.11: Perceptions of importers on customsacieg overall procedure

ID Respondents
ltem
No No %

1 Are you satisfied with the customs service esplyciclearance
process and length of time release?

A. Strongly satisfied - -

B. Satisfied 6 22.2
C. Neutral 2 7.4
D. Dissatisfied 18 66.7
E. Strongly dissatisfied 1 3.7
Total 27 100

2 If your answer for item 2 is dissatisfied or sty dissatisfied

where do you think the problem lies?

A. Agent 2 7.4
B. Customs office 6 22.2
C. Both 19 70.4
Total 27 100

3 How do you evaluate the capacity of the clearaggnt in

providing the expected service for their customers?

A. Good 5 18.5
B. Fair 16 59.3
C. Bad 6 22.2
Total 27 100

4 How do you evaluate the efficiency of the clegriagent in
providing the expected service for their customers?

A. Good 5 18.5
B. Fair 15 55.6
C. Bad 7 25.9
Total 27 100

As can be seen on table 3.12. importer’s respomis¢éhé questions whether they are satisfied
with the customs service regarding to the lengthiroé release or not that, 18(66.7%) of them
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implied they dissatisfied by the service providedtbe authority 6 (22.2%) satisfied with the
customs clearance process, 2(7.4%) neutral amddimaining 1(3.7%) of surveyed result
indicated that they are strongly dissatisfied vt custom clearance process. The result shows
participants in the length of customs clearing pesclies are agents 2(7.4%), Customs office
6(22.2%) and, 19(70.4%) both. Responses For theestqo know. In addition to this the
capacity of agents in providing expected serviaduiing perating of ASYCUDA++ to fill
declaration signified that 5 (18.5%) good, 16 (88)3air and 6(22.2%) are bad. the efficiency
of agents in providing expected service includirgating of ASYCUDA++ to fill declaration
signified that, 5 (18.5%) good, 15 (55.6%) faidah( 25.9%) bad. It implies that importer are
not satisfied of clearing process and also agemtsweme time more than needed in filling the
declaration and submit it with supporting documasing the DTI. In fact this problem was

implies both parties.

Table 3.12. The formalities and procedures relatam trade facilitation by private sector

(importer and clearing agent) custom clearance agen

ID Respondents
ltem
No No %

1 Do you see the existed customs clearance foresliand

procedures in related to trade facilitation?

A. Yes 27 100
B. No - -
Total 27 100

2 The formalities, procedures and number of docusnesquired by
the customs office are suitable for effective costidearance?

A. Strongly agree - -

B. Agree 2 5.5
C. Neutral - -
D. Disagree 15 41.7
E. Strongly disagree 19 52.8
Total 36 100

As can be seen from table 3.13 about respondefiitrroeal that the existed procedures on the

proclamation and the practice on the grounds afferent 27 (100%), they clarified that
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procedures on the paper are somehow attractiveptadtically most of those formalities
remained there. In addition to this the formalitiggocedures and number of documents suitable
to effective custom clearing process 19 (52.8%9rsjty disagree, 15 (41.7%) disagree and the
reaming 2 (5.5%) agree. This indicates that, thitemr particular or directives are good the

problems are the implementation of those directoref®rmalities.

Table 3.13. Discrepancy of the formalities by privee sector (importers and agents)

ID Respondents
ltem
No No %

1 Do you observe any discrepancy between |the
written formalities and procedures and the

practice on the ground?

A. Yes 46 73.1
B. No 17 26.9
Total 63 100

As can be seen from table 3.14 about 46 (73.1%gcrejpancy between the practice on the
ground and the formalities and procedures on tipemptne remaining 17(26.9%) said that it is
the same formalities and practice on the groundnitiies that the formalities and procedures

and totally different which are good in the papet \ery poor on the ground.

Generally, almost all the respondents suggest ttatauthority is doing its own effort to
modernize the Customs administration. Neverthelasseffort made by a single office alone
can't bring the expected output, and thereforeis iadvisable to work in cooperative with

stakeholders’ hand-in hand.
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3.2. Interview Results with Customs managers and @omentary Analysis

As indicated in chapter one the methodology parartafrom the survey, this study employed
documentary study and interview with customs auitynoin documentary analysis manuals and
reports of the authority was incorporated.

3.2.1. Interview Result and Analysis

In addition to the questionnaire, the researchemhade an interview with marketing manager in
Addis Ababa Airport customs branch and Addis Ababanmercial goods facilitation branch
(Kality). During the interview almost all the marggargue that the clearing process has shown
improvement from time to time, especially after theorganization of the authority. The

interviewees have justified the reason for the mmpment as follows:

Firstly, the BPR study which facilitated the resturing of the organization is the base or
benchmark for the improvement. Secondly, shiftingnf manual to full automated system
(ASYCUDA++) is the most decisive measure which ssras a vital input for the change. This
in turns furnished the clearing agents and/or intgwsron line declaration services, using the

direct trader input (DTI), and it also allows thexass of electronic procedures.

Thirdly, the recruiting of graduate employees, bastributed in upgrading the capacity of the
authority in performing modern customs clearingcess. Finally, based on the BPR study, time
taken for a document based on level of risk has Beecified as a standard, and every employee
is expected to deliver customs clearance servit@mor below the presented time indicated on
the manual. However, the officials agreed that,dh&toms clearance process and the presented

time length for a document didn’t achieved as etqxbc

The interviewees extends that, the major causeshmrfailures of the planned outputs, are
shortage of skilled manpower (in terms of numbdnterruption of system network
(ASYCUDA++), employee’s insufficient knowledge ofiee ASYCUDA'S function, lack of
standard training center to equipped employees t@thnical knowledge of the clearing process
and to upgrade their knowhow and create awarerzsg $he nature of imported goods, so that

they can develop self confidence in classificatbgoods accordingly.

Meanwhile, in the discussion, the officials addédttbeside to the listed problems in the

preceding paragraph, the clearing agents and/oesnmave a significant negative role on the
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customs clearance process. They argued that, midee aagents have not professional ethics
even they facilitate to corrupt and are smart ehoungcheating officers. At the same time,
importers provide undervalued invoice, wrong cedife of origin and other forged documents.
As the result of these and other related problemsstoms clearing time for a
document/declaration became longer than the stdndar

3.2.2. Documentary Analysis

The manual of the authority shows the proceduresfamrmalities followed by the employees.
Additionally, the time taken for a document basedtlweir risk level is also expressed in detail
for each breakdown of clearing activitidhe procedures are clearly stated including the tim
needed for that specific activity, but it looks i lbng as far as trade facilitation is concerned.
The researcher also tried to review/see/ time seleaports at clearance and at verification to
triangulate the claim of the agents and importerghe response given regarding to the length of
time taken for a document and to check the progmsshe length of time release for a
declaration.
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CHAPTER FOUR

SUMMARY, CONCLUSION AND RECOMMENDATION

4.1. Summary of the Major Findings

The WCO revised Kyoto convention, defines custofearance as “the accomplishment of the
customs formalities necessary to allow goods terenbme as to be exported or to be placed
under another customs procedure”. And release easadtion by the customs to permit goods

undergoing clearance to be at the disposal of éngom concerned.

To assess the clearing practice of the ERCA thieviahg procedures are used: the selected
populations to undertake the research are 5150&(5 populations 117 of them were selected
as a sample respondents using systematic randomplisgntechnique. The respondents were

selected from Addis Ababa airport and Kality impeest clearing agents and employees.

Out of 103 copies of questionnaires which wererithsted all respondents cooperated in filling

and returning the questionnaires, resulting int@ o&return of the questionnaires as 100%.

Summary of number of questionnaires distributed areturned

Questionnaires Questioners
Respondents o
Distributed returned
Employee 40 40
Importer 27 27
Clearing agent 36 36
Total 103 103

The data obtained from respondents are summariaad descriptive statistics where by the raw
data is computed in percentages. So based on th@sentation, analysis and interpretation of
the previous chapter, the following summary of mdjading and on the custom clearance
practice in Ethiopia Revenue and Customs Authafficer, importer and clearing agent give

below,
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Out of the total respondents 55(53.4%) young geioer.a

The majority 62 (60.2%) of the subjects state thay have T degree.

Most of the employees 22(55%) of the respondemite $hat training was not related to
the profession.

The majority 31(77.5%) of the respondents agreatidhstoms clearance process related
to the WCO formalities and procedures.

Most of the employee 19(47.5%) of the respondetdte ghat custom clearance time
length is too long.

Significant number of clearing agent 36(100%) o tlespondents state that there is
problem in connection to ASYCUD++.

The majority 37(75%) of the subjects state thatbfgnms face in connection both
networking problem and harmonizing problem.

More than half 68 (66%) of the respondents agreestoon valuation as the most
problematic area.

Half 25(49.5%) of the respondents agreed most sfooo valuation, classification of
goods and tariffs/harmonizing system are anoth&plpmatic area.

Most of the respondents 38 (36.9%) agreed inspecdad release of goods is
problematic area.

Most of the respondents 37(36%) agreed identificatif origin of the goods additional
problematic area.

Half of 61(59.2%) of the respondents agreed oveeunaluation the most reason behind
the problem.

Most of the respondents 35(34%) stated that misifieagtion of goods and tariff reason
behind the problem.

More than half 57 (55.3%) stated that wrong origiason behind the problem.

Half respondent 42(40.5) stated that corruptioseagehind the problem.

Half respondent 38(36.9) stated that capacity ii€ef reason behind the problem.

The majority importer 18(66.7%) state that thesdisfied clearing process.

Most of the importer 23(85.2%) state that the peablies both agent and custom office.
The majority 46 (73.1%) of the respondents agreatithere is discrepancy between the
written formalities and procedures Vs practice lem ground.
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4.2. Conclusions

As per the analysis made, there is a delay in oustdearing and most of the customers are
dissatisfied by the service provided. Furthermohe, authority did focus on controlling and
revenue generation, this implies that there is fforteto balance controlling with trade
facilitation, which is the direct opposite of thbjectives of the authority itself and the WCO’s

interest.

On top this, the analysis indicated that therenigliscussion and co-cooperativeness between the

authority and stakeholders during and before tbelpms happened.

Additionally, the authority breaches its rules amgulations that stated valuation should be
based on transaction cost, because the authorityeid the CD compiled by the authority from
different website as a base to value the goodkelfransaction cost is greater than the costdn th
CD, the authority accept it as the value of thatc#jr goods for valuation but if it is less than
the cost on the CD, it rejects and took its owrt,cibss implied that the authority didn’t bother
about the real cost rather it focused to collegdaamount of duties and taxes, this in turn affect

the trade facilitation.

Meanwhile, most importers and agents are not réadsubmit the true value of goods, they
made their effort on creating wrong certificateooigin, false transaction cost and misclassified

of goods and tariffs to pay less duties and talkeseby to get unfair advantages.
To conclude this:-

» Undervaluation of transaction value, the authodigl not trust the importers, so it
prepares data from different sources which is esptto the proclamation. At the same
time, importers undervalued the transaction vahek submit forged certificates of goods
of origin; therefore, they are gambling each othdrich are against the rules and
regulation of the country.

* Incapable officers/incompetency: even if most @ffec are degree holders, they are in
short of technical skill of customs, so they areompetent in assessing and giving

decisions of valuation.
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Misclassification of goods and tariffs: customsia#fs intend to classify goods to the
highest value to generate high tax, in the othedhanporters need to classify the goods
to the lowest value to escape high tax paymentnbné of them are in the right truck.
Corruptions; as per the analysis, importers payeyan the form of corruption, just to
speed up the process of clearing legal goods. &authority is vulnerable to corruption.
Wrong origin of goods even if it is not serious,pionters present wrong certificate of

goods of origin.
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4.3. Recommendation

For the Authority

As it is indicated in the finding part that thesetime delays in customs clearing process, and at
the same time the problems are already identifietlding their reason. Therefore, the authority

needs to shorten the clearing time, thereby fatiiy trade and investment. However, to avoid

the delays, first the mentioned problems shouldsbled, and this needs discussions and

working together with all stakeholders.

To the view of importers/agents mistrust existimgween them and the customs particularly on
valuation complicate clearance process. It is renended that customs officials should consider
importers and clearing agents as a business paness proved otherwise. Where an importer
is found to be cheating, legal measures combineld publicity of those involved should be

applied to facilitate compliance.

Measures should be taken step by step on the r@timéno commit crimes that commence by
creating awareness, teaching, financial penalty @amcelation of their license. Moreover, these

measures should apply uniformly on all over theongrs found to be cheaters.

On top this, the customs office should provide esiee training to upgrade the inadequate

skilled manpower, particularly on valuation, cléissition and operating of ASYCUDA++.

It also needs to recruit additional employees toesthe shortage of skilled man power. For this

purpose, the authority needs to have its own stdridaining center.

For the Agents
First of all they need to be ethical and loyalheit profession. At the same time, they have to
build their financial capacity to deliver standasdrvice to their customers and they have to

balance their ability of performing declaration kvitumber of customers.

For Importers

The contribution of importers in the delays of cke®e process was undeniable. So to play
positive role in minimizing the clearance time \tlshould be loyal in submitting the true invoice
of transaction value and certificate of origin whican avoid the complication of valuation and

classification of goods and tariffs.
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Appendix - A
St. Mary's University

Department of Marketing

Dear Respondents
The objective of this questionnaire is to secueertbcessary and relevant first-hand information
that may be useful to conduct a research regaridigallenges of Customs on Trade
Facilitation in Ethiopia: The case of Customs cleance in ERCA.” which will be used to
prepare a research paper required forBAydegree in Marketing. Therefore, your response in
this regard helps a lot to undertake the study. fBsearcher thus appreciates in advance your
cooperation and sparing your valuable time infglthis questionnairdy employees.

I thank you very much in advance for your cooperatind for sacrificing your invaluable time.

Put tick(V) mark in the appropriate answer box.

1. Age
18 -25 [ 25-35[] above 351
2. Educational background
Below 12 [] Clcate 1 Diploma ]
Degree [] Masters [] PH_]

3. Service year
Lessthan 5years [] 5-10 yeary ] >10 y& 3
4. The customs clearance process has taken accoadihg world custom organization
formalities and procedures?
Strongly agree [ ] AgreD
Neutral [ ] Disagree [ |
Strongly disagree [ ]
5. How do you see the time length for custom clearance
Toolong [ Too short [_]
Fear [ ]
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6. Which one of the following is given priority in ERC If you want, you can give more
than one.

Cost minimization []
Staying on schedule [ ]
Keeping Employee morale [ ]
Providing Quality service [ ]
7. Would you please rank, the following most problamatea in conducting clearing
process?

Problem Rank

Customs valuation

Classification

Identification of Origin of the goods

Inspection and release of goods

8. Would you please rank the following reasons beltiedabove problems?

Reason behind the problems Rank

Over/under valuation

Misclassification

Wrong Origin

Corruption

Capacity of Officers

9. What is the base for checking documents
Transactional [ ]
Risk Management [ ]

10. Did your office perform post-clearance audit floe sake of trade facilitation properly

implement?
Yes [ ] No [
11.Have you ever had any training to improve yourl slad knowledge?
Yes [] No []

48



12. If your answer Q. 11 is yes how many times did take training?

1-2 times[ ] 3-4times [ ] Sandabq ]

13.Does the training was related with your profession?

Strongly agree [ ] Agrel |
Neutral [ ] DisagreD
Strongly disagre( ]

14.Does your company supported with new technology?
Strongly agree [ ] Agre ]
Neutral [ ] Disagre{ ]
Strongly disagre( ]

15.How do you evaluate the capacity and efficiencthefclearing agents in terms of
financial capacity?
Highly capabl{__]
Incapable [ ]
16.How do you evaluate the capacity and efficiencthefclearing agents in terms
profession capacity?
Highly qualified [__]
Unqualified [_]

17. Anything you want to say customs clearance process

Thank you for your co-operation!
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Appendix - B St. Mary's University

Department of Marketing

Dear Respondents
The objective of this questionnaire is to secueertbcessary and relevant first-hand information
that may be useful to conduct a research regaridigallenges of Customs on Trade
Facilitation in Ethiopia: The case of Customs cleance in ERCA.” which will be used to
prepare a research paper required forBAydegree in Marketing. Therefore, your response in
this regard helps a lot to undertake the study. rEsearcher thus appreciates in advance your

cooperation and sparing your valuable time infglthis questionnairéy clearing agents)

| thank you very much in advance for your cooperatind for sacrificing your invaluable time.

Put tick(V) mark in the appropriate answer box.

1. Age
18-25 [] 25-35__] abote 3]
2. Educational background
Below 12 [ ] Cadifte [ Diploma[ ]
Degree [ ] Masters [__] Pho__]
3. Does your company have a problem face in conductiistpms clearance?
Yes[ ] No[ ]
4. If your answer for Q.3 is yes where do you think fnoblem lies?
In customs office [ | All of them [ ]

In clearing agents I:I

In Importers [ ]

5. Do you observe any problem in connection to ASYCUDA

[ ] Yes No[ ]
6. If your answer is yes for Q.5 what problems faceannection with it?
Networking Problem[ ] Harmonizing Proble{ |

Both of them [ ]
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7. The Formalities, procedures and number of docunreqtsired by the customs office are

suitable for effective custom clearance?
Strongly agree[ | Agree [ |

Neutral [ ] Disagree [ | Strongly disagre[ ]
8. Do you observe any discrepancy between the writienalities and procedures and the
practice on the ground?

Yes [ ] No[ |

9. Do you have any suggestion on the length of clgarme release?

10. Would you please rank the following most problemateas in conducting clearing

process:

Problem Rank

Customs valuation

Classification

Identification of Origin of the goods

Inspection and release of goods

11.Would you please rank the following most reasonmethe preceding problems:

Reason behind the problems Rank

Over/under valuation

Misclassification

Wrong Origin

Corruption

Capacity of Officers

12. Anything you want to say about Customs clearagamoeess in Ethiopia:

Thank you for your co-operation!
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Appendix - C St. Mary's University

Department of Marketing
Dear Respondents

The objective of this questionnaire is to secueertbcessary and relevant first-hand information
that may be useful to conduct a research regar@igallenges of Customs on Trade
Facilitation in Ethiopia: The case of Customs cleance in ERCA.” which will be used to
prepare a research paper required forBAydegree in Marketing. Therefore, your response in
this regard helps a lot to undertake the study. fBsearcher thus appreciates in advance your

cooperation and sparing your valuable time inffglthis questionnairdy importers).
| thank you very much in advance for your cooperatind for sacrificing your invaluable time.

Put tick(V) mark in the appropriate answer box.

1. Age

18-25 [ ] 25-35 ] above 35[ |

2. Educational background

Below 12[ | Ceddte [ | Diploma | |
Degree [ ] Masters [ ] PhD |:|

3. Do you see the existed customs clearance foremkind procedure in related to trade
facilitation?

Yes [ ] No [ |

4. Do you observe any discrepancy between the writiamalities and procedures and the
practice on the ground?

Yes [ ] No[ |

5. Are you satisfied with the customs service esglcclearance process and length of
time release?
Strongly satisfied [__] Satisfid__|

Neutral [ ] Dissatisfied ]
Strongly dissatisfied ]
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o

If your answer for question no 5 is dissatistoedtrongly dissatisfied, where do you
think the problem lies?
Agent [ | Customs office [ ] Both |
How do you evaluate the capacity of the cleariggrin providing the expected service
for their customers?
Good [ ] Fail__| Ba{ |
How do you evaluate the efficiency of the clegragent in providing the expected
service for their customers?
Good[__] Fair | Bad[ |

The agents are fast and capable enough in filiegleclaration form through the
ASCUDA++ and submission of supporting documenti®respective office?
Strongly agree [ ] Agre{ ]
Neutral [ ] Disagreqd ] Strongly disag[ ]

10. If your answer for question no 9 is disagreetmrgly disagree what do you think their

problems?

Professional problem [ ] Othg ]

Financial problem [ ]

11. Would you please rank, the following most problémarea in conducting clearing process:

Problem Rank
Customs valuation
Classification
Identification of Origin of the goods
Inspection and release of goods

12. Would you please rank the following most reasdnit the preceding problems:

13. Anything you want to say about Customs clearingess

Reason behind the problems Rank
Over/under valuation
Misclassification
Wrong Origin
Corruption

Capacity of Officers

Thank you for your co-operation!
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Appendix - D

2V amed ¢ FH BTN AFCRL PADT 07L& ACYT NTF9%h LAOANLC NFomh+" N7 CoQ ANdALDT
g E AT O e e? @ A A/AOY AE QP a8 emiark 08 ATTE AR ¢ ey PAht [V] owm
A79H0047 OFVFT ATORFPAUD ¢

AQNPHT ¢ oW avk? FhhAS omi 02 ATPCE AL Qowmt ¢ ah+at? PPEPT Qowma e+0047:: /[

AWt +H DE/
1. heom
18 -25 [ ] 25-3] ] n35amraxrt [ ]
2. eH/eeE
e PATFIVCT ] ac+ent [] &re ]
&a6 [ ] T 0 ] L]
3. LATANT Hay
h 5ok apF [ h 5-1094%  hlo Geshnag []
4. e19%N ACAT AeIOPANELE AATTAPE P 19%h &CBF owmg @ WG 270 ¢ +hta 1 @7
0 Mg° A O PN U D?\nawm |:|
0Ny W AU [ Janawye [ haa oewe []
5. ¢19%h at-0C%F ¢ WALDT LH A7 &F €0 FA?
ampege [ annag [ ] 0 Mg° A ope; []
6. T htabad o AAACRS 1 0LPTFG 19%h AANAT? PLTW ¢ N @0+ 1 O AT L NAL aN

8.

af vk SFAA:

ORmp A []

A0 aaml ¢

P wets o om0 P []

Tét £ AORT AT om vt D
AT FAC AANT ¢ TIF © 9% h AOdC AL Om 2am?

Fac oOmt
P hPPTF PO hDANT
P hPPT hamg e
PALT UIC ADANT
&PTC AG AP oMPP

Nte &7C 84 Aa@-7P e Foac ¢ ommm-9ony 0+ 9°7 &1 O-Omek L0 M7
AT a0k © U @ O+
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PH21 T ORI LT A PG ADANT
etaat ¢ A PPT Aok s
PtAdt 04T UIC hoANT
G

? wet S o-hv het

9. &havy£F Eh ¢ TWLCHTF AT LY OF
ANC OAUY D

AL ITIP TR TACT P& AL []
10. a3 Fu-? UL AP AOMT A8+ NFhhd £hT8A7
8? ] aenyer [
11. 2AU? VAt AS AOPT ATRAA AAMT AT HUAAAT?
AP |:| AN TUI |:|
12. arfe 11loma® A2 Wkt A9 PUA LH AAMS AT HOAGA?
1-21 []
3—414
510048 |:|

13. g1 7hefio-0Ams h9tAS BN e 2C AT T T AA@-NAV/TE FISav/E?

napearsav- || arcao []

TONT W AU a g7y 9o nﬂmhr\ﬁw []
14. a0Fo- b e-PTF7 ?momnhgﬂswmﬁ he J1H Y O

N MG° 7 (PN U- |:| A0 TFINU- |:|

AoFe A e []

0 aY° h Ad TFHP ]
15. ¢ 19%h ACat ? TP nd.&Kar? Ah LCET OLP ONAT (1 &0 TRAT OF PUA 42570 APIPAG
NPT A7 & P2 FAT?
NMP AP RA T
hereafor ] []
16. ¢ 19%h ACat ¢ TP A d&aP? 0 KCBHT 0L 0T A A A LD-PAFOUTHL WG hOPT A7 &T
PeIA0?
naye (¢ G Fo- ] & h &L NI° ]
17. aA 2 7ict A

ATMHICE Aot 754 A
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Appendix - E

Interview checklist for ERCA (Management)

An interview checklist is prepared together relévaformation on clearing process time length
in the case of ERCA. This research is conducte@déademic purpose only. Please note that the
information obtained from you is strictly confideaitand highly important for the research;
therefore | kindly you at attempt each questiond gine your appropriate answer. | thank you

very much in advance for your cooperation.

Interview guestion

1. What is the reason clearing process has shown iraprent from time to time?
2. What do you think the reason behind for the impnoget?

3. What are the major causes for the failures of taermed outputs?
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