Enhancing Customs Transparency in APEC – A Step Toward True Free Trade in the Region
Development of the Next-Generation Interactive APEC Tariff Database to provide

commercially-relevant tariff information in support of improved access to APEC markets
Summary:  To improve transparency of tariff and trade information within APEC, interested stakeholders are pursuing the development and launch of the next-generation APEC tariff database – an interactive, comprehensive, one-window portal to obtain commercially relevant tariff and trade information.  The database is viewed as an important trade facilitation tool to support business access to APEC markets, help export growth in the region and set the standard for similar initiatives in other regions.
Background:  Efforts to Improve Transparency of Tariff Information in the Asia-Pacific Region

The 21 member economies of the Asia-Pacific Economic Cooperation Forum (APEC) account for approximately 54.2 percent of world GDP and roughly 43.7 percent of world trade. In order to sustain and enhance this tremendous volume of trade, APEC economies have painstakingly worked to reduce tariffs and other trade barriers across the Asia-Pacific region in order to create more efficient domestic economies and dramatically increase exports. 

Clearly, APEC economies have made considerable progress. However, barriers to free trade and investment in the region remain, particularly in the area of customs transparency. Customs transparency is regularly cited by the private sector as a major impediment to doing business in the APEC region. The lack of readily available information regarding applied tariff rates, rules of origin and the details regarding various trade preference arrangements negotiated among various APEC members makes it difficult for companies to take full advantage of the trade liberalization carefully negotiated by governments throughout the region. 

An APEC Business Advisory Council (ABAC) funded University of Southern California (USC) Marshall School study conducted in 2007 highlighted the significant number of free trade agreements (FTAs) in the region. The study identified 23 FTAs in force and 20 more pending. However, the study also found that many companies do not take advantage of the benefits of the FTAs due to the complexity of the agreements and difficulty in obtaining information regarding rules of origin and customs compliance. 

This was particularly true for small and medium-sized enterprises (SMEs). These companies simply do not have the resources necessary to navigate the complex trade environment and often determine that it is easier to forgo the trade benefits offered by the FTAs rather than to commit the resources necessary to comply with the various trade requirements established by them. This, the study found, creates a significantly unfair competitive disadvantage for SMEs vis-à-vis larger companies operating in the region since larger firms generally have greater resources to manage their trading operations. However, even large firms forego significant trade benefits because of the difficulty in and cost of obtaining accurate information. 

A Step Towards a Solution:  Development of the Next-Generation, Interactive APEC Database to support increased access to APEC markets
In order to rectify this problem and extend the benefits of freer trade to all companies, a group of companies and trade associations have proposed that APEC members pledge to revitalize their commitment to customs transparency aimed at eventually establishing an APEC-wide database of customs information that would be accurate, up-to-date, interactive and easily accessible to all governments and private sector companies operating in the region. This database would include information regarding each APEC member economy’s applied tariff rates for all products contained in its Harmonized System tariff schedule as well as additional information regarding any preferential duty rates that the economy might apply on products entering from another APEC member.  The database would also include detailed information on the rules of origin associated with preferential trade treatment. The database would be fully searchable so that users could quickly and easily determine the “rules of trade” for imports and exports within the APEC region. 

Benefits for APEC Members:  Facilitating trade for MNCs and SMEs within the region
In 1997, APEC initiated the APEC tariff database which was housed on the APEC Secretariat’s website.  The aim was to assist stakeholders in obtaining tariff information. However, only limited tariff information was included and preferential tariff rates and rules of origin were lacking.  Technical and financial support for the database ended in 2009 and no database for the region currently exists.
Launching a current, transparent and interactive database of this information offers tremendous benefits for APEC members. The database would help companies in all member economies take full advantage of regional trade liberalization. SMEs would benefit significantly from this initiative since greater transparency with respect to the “rules of the road” for trade in the region will help them to compete on a more level playing field with larger companies. 

APEC member governments also stand to gain from this initiative, not only because the initiative will help improve competitiveness of their private sector and boost economic growth, but also because it will help fight corruption. A lack of transparent customs information creates an opportunity for corruption since only a select few officials control the terms of trade across borders. Making basic customs information available to all stakeholders in a transparent way lessens the opportunity for dishonest officials to take advantage of legitimate companies operating in the region. 

A Path to Implementation:  Bringing the APEC Tariff Database to Users in the Region 

To achieve customs transparency objectives, APEC leaders have committed to publishing up-to-date and accurate customs information, including but not necessarily limited to the data described above, on their own individual government web sites. This commitment should be realized as soon as possible so that the next phase of the initiative can advance. 

Business looks forward to a public-private partnership to attain customs transparency as both the private sector and governments will benefit from such a project. Costs to launch and maintain the database will significantly decrease as access to information is improved through the commitment by the 21 APEC economies.  Ideally, this customs database will be a foundation for a global transparent database of customs information. A pilot database will be launched in second half of 2010 for evaluation by interested stakeholders.  To that end, the following implementation plan has been outlined: 

· Demonstrate the capabilities of a commercial database:  Prior to the launch of a pilot database, interested companies and associations will be invited to view the capabilities and functionalities of a commercial database.  The demo will be provided by a global commerce management firm and will highlight how tariff information and rules of origin can be presented and utilized by users.  Demo of the interactive database is expected in spring/summer 2010.

· Beta-test the pilot database to obtain feedback on functionality and ease of use:  Prior to implementing a fully active database, a pilot database will be launched mid to late 2010 to obtain feedback and input from companies of all sizes (including SMEs) and all APEC economies on depth and breadth of information available, functionality and ease of use.  The pilot database will be available for beta testing through at least December 2010.  The scope of the pilot includes 
a) 
Tariff information for 16 of the 21 APEC economies available immediately including Australia, Canada, China, Chile, Hong Kong, Indonesia, Japan, Korea, Mexico, Peru, Philippines, Singapore, Taiwan, Thailand, United States, and Vietnam with more available by the fall of 2010 including Malaysia, New Zealand, Papua New Guinea and Russia; 
b) 
Preferential tariffs available via certain free trade agreements and preference programs including ASEAN, ASEAN-Australia/New Zealand FTA, Australia-Thailand FTA, Canada-Peru FTA, Japan-Mexico FTA, North American Free Trade Agreement (NAFTA), US-Australia FTA, US-Chile FTA, US-Peru FTA, and Generalized System of Preferences (GSP) for developing countries; 

c)  
Preferential rules of origin linked to tariff codes for select FTAs; and 

d) 
Future-casting of tariff preferences via implemented phase-out schedules for certain FTAs.
· Launch interactive APEC tariff database in 2011:  Building on the pilot and incorporating input from interested stakeholders, a fully active commercial database will be launched in 2011.  All users – SMEs, MNCs, governments, NGOs -- will ultimately be able to access data on all APEC economies’ tariffs, preferential rates, preferential ROO and future tariff reductions for more than 40 APEC FTAs.  The full database will also include implementation of advanced functionalities and flexibilities via subscription.
Industry Support and Participation:  SMEs, MNCs and associations leading launch and implementation
Representatives from U.S.-based multinational corporations and trade associations have recognized the need for such an effort and believe that if such a system were in place, it would be extremely helpful in the facilitation of trade, not just for U.S. businesses, but for all sized businesses - from the large multinationals to small and medium sized enterprises - across the APEC region.  
The team leading the initiative includes Levi Strauss & Co., the U.S. Council for International Business, the National Center for APEC, and the US-ASEAN Business Council; and SME service providers TradeMoves LLC and Mercor Consulting. The project is part of this year’s ABAC work plan and the lead team is now working with ABAC to collect input on and raise awareness for the project.
Parties interested in learning more about customs transparency initiatives and the proposed next-generation APEC Tariff Database should contact Laurie Goldman, Levi Strauss & Co. at LGoldman@levi.com; Shawn Marie Jarosz, TradeMoves LLC at SJarosz@trademoves.net; or Alex Parle, National Center for APEC at aparle@ncapec.org.
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