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1. Executive Summary
The strategic review identifies the following major components in relation to trade facilitation and information technology systems for the Mozambique Customs:
· Declaration Process
· Electronic Fund Transfer to facilitate efficient collection and payment of duties and taxes

· Do away with the licensing of clearing agent and allow customs brokers to provide total logistics service to customers
· Establish a National Trade and Transport Facilitation Committee to integrate customs and the competent authorities under one Single Electronic Window

· Clearance Process

· Place more emphasis on Post clearance audit and examination
· Withdrawal of customs from Excise Factories and liberalisation of Customs warehouses to private operators 
· Risk Management

· Formalize risk management process and its training and education 
· Enhance regional cooperation to support a risk management environment
· Valuation and Classification

· Traders to submit a Declaration of Facts for vehicle import
· Encourage importers to submit their products for classification.  
· Rules and methodology of classification to be made known to the trade community 
· Transit Management – use of electronic seals, simplify and harmonise the process, Chamber of Commerce or Trade Associations to act as guaranteeing agent
· Human Resource Development and Deployment
· Enhance the general level of IT literacy within Customs, 
· Provide specialised technology training for IT staff,
· Cross-training of staff
· Job-rotation of customs officers

· Set service standards and publish these standards and review with stakeholders  
· Enhance Public-Private Partnership through regular dialogues, forums and educational workshops 
· Information Communications Technology 
· Develop the Integrated Customs Management System as a foundation for the Single Electronic Window 
· Facilitate auto-processing of trade declarations through the use of artificial intelligence and built-in business rules
· Support risk management, valuation, transit management, post-clearance audit and timely and accurate generation of trade statistics through the use of new technology  

This review also presents several strategic options for DGA with regards to the selection of ICT systems to align itself with international best practices. A comparison of these options is given in Appendix 1.       

Implementation of the recommendations involves not only customs but also other trade related agencies and the trade community. The formation of the National Trade and Transport Facilitation Committee requires the identification of a lead agency to coordinate and bring together relevant agencies to spearhead the implementation of a nation-wide trade facilitation platform – the Single Electronic Window. Within Customs, the implementation of the proposed changes in business process requires strong support from top management and change management both internally (customs employees) and externally (trade community). The implementation of the Integrated Customs Management System will bring the Mozambique Customs to a higher level of information communications technology and to be aligned with international standards and practices.  

2. Background Information
The Government of Mozambique, through the Mozambique General Directorate of Customs, has requested technical assistance from the Commonwealth Fund for Technical Cooperation (CFTC) to conduct an independent, strategic review of the Directorate’s trade facilitation and customs management systems. The strategic review will be specific to the Directorate’s trade facilitation and information technology systems. It is intended to inform the Directorate on the extent to which its current systems meet internationally accepted standards for (a) modern risk management, (b) transit management and (c) customs valuation, and will also assist the Directorate to provide more reliable trade statistics and better manage its trade information systems.

The CFTC’s consultancy is expected to produce a trade facilitation strategic proposal for the Directorate of Customs. It will be supported by an action plan and an implementation schedule for improvements to address any capacity gaps identified in the strategic review with respect to the three areas identified above.

The project will be executed by the Commonwealth Secretariat’s Special Advisory Services Division - Trade Section which will provide technical inputs and overall project supervision and will also fund the external expertise required to develop the strategic proposal.

Mozambique is currently undergoing a reform of the public sector which among other benefits, will see the introduction of a Mozambique Revenue Authority (MRA), an entity which will bring together the revenue collection activities currently being carried out by various government departments. This will necessarily include the Directorate of Customs.   

As a front-line agency in these initiatives, the Directorate of Customs has sought to institute a number of reforms to respond more effectively to the government’s and the business community’s desire for a more transparent and effective trade facilitation environment. Substantial progress has already been recorded under these policy initiatives. Efforts have included a modernisation programme to tackle perceived corruption in customs, by overhauling the agency’s manpower development and training programmes, and introducing legislation to support the country’s implementation of the WTO Agreement on Customs Valuation. One of the most visible results of these reforms is the increased levels of revenue intake from customs duties. 

The next stage of reform involves further reducing the average clearance times for goods to a few hours (down from the current best clearance time of 24 hours). This requirement is not only seen as important by local traders, but is an important requirement for Mozambique’s participation in the Southern Africa Development Community (SADC) Trade and Transport Protocol. SADC aims to introduce a Customs Union by year 2010 and has the intention to introduce a Common Market by 2015 in order to strengthen and take full advantage of the gains of regional integration. There is a heightened sense within the Community that non-tariff barriers such as complex and non-harmonised customs procedures, laws and practices as well as inadequate automation of customs processes, will not only hinder trade in services, particularly travel, but will also have a negative impact on trade in goods as well.
Mozambique’s strategic geographic location and the advantages of its main ports as a trading gateway for other landlocked SADC countries, makes it an important player in both the implementation of the Free Trade Area and the Customs Union. For this reason, the institutional capabilities and the customs information technology systems within the Directorate of Customs must not only be able to meet national expectations, but in the long term, must be internationally competitive enough to support the critical role which Mozambique will play as a cornerstone of the SADC Customs Union. The adoption of best practices in customs procedures, technology and customs standards are therefore viewed as important mechanisms to make Mozambique’s Customs more competitive in the long run, and to further improve the service offered by the Directorate of Customs in the short to medium term.
3. Objectives
The purpose of the consulting assignment aims to provide independent advice to the Mozambique Directorate of Customs on the competitiveness of its trade facilitation information technology (IT) efforts as it relates to modern risk management, transit management and customs valuation,  and the strategic options available to address any capacity gaps identified in the review.

The project will involve advising the Government of Mozambique’s Directorate of Customs, on the facilitation strategies and information technology systems necessary to bring the Directorate in line with international standards for the delivery of effective and efficient trade facilitation functions and to support Mozambique’s role as a key trade conduit for the SADC Customs Union. 

The strategic proposal in the later chapters of the report will aim to provide the followings:

· An analysis of international benchmarks for standards in customs procedures and  customs data models such as those established by the WCO , WTO, UN system and others

· An assessment of the most appropriate computerised applications available to Mozambique Customs for transit management, risk management and customs valuation

·  A report on best practice models for optimising trade facilitation between government agencies, particularly Customs and the business community

· A competitive analysis of the SADC regional framework for customs trade and transport facilitation, including the requirements for mutual assistance among member countries, as set out in the SADC Trade and Transport Protocols

The report will also suggest ways to achieve the following project outcomes:

· Reduction in the number of complaints from local and regional traders with respect to the time taken for the clearance of  goods at Mozambique’s main ports and borders

· Attendant reduction in  transaction  costs  of  doing business in Mozambique

· Availability of  more  reliable  Mozambique trade statistics

· Increased capability within the Directorate to accommodate electronic payments for customs duties

· Increased capability within the Directorate to receive customs declarations electronically from Mozambican and regional, e.g., South African traders

· Increased capability  within the Directorate of Customs to interface with other relevant sections of the incoming revenue authority, in particular, the  Internal Tax System  

4. The Current Situation
4.1 The Economy

Mozambique is a vast country in the context of Eastern Africa with around 799,380 square Km and with more than 2,515 Km of maritime coast. In terms of land frontiers Mozambique has 6 boundary countries namely: Tanzania in the North; Swaziland and South Africa in the South; and Malawi, Zambia and Zimbabwe in West. All countries in the Western Region including Swaziland are land locked. 

Mozambique's economy is essentially dependent on agriculture (more than two fifths of GDP and the bulk of merchandise exports). The manufacturing sector is small, accounting (together with the mining sector) for some 19% of GDP, and the mining sector has potential but remains underdeveloped. 

Mozambique's export earnings continue to be generated mainly from exports of primary agricultural products and seafood, including cashew nuts, prawns, cotton, sugar, timber, citrus and others. The major trading partners are South Africa, Portugal, Spain, the United States of America, and Japan.

Its main imports are intermediate goods and capital goods. Energy imports, which include mainly electricity and petrol products, have ranged US$85-90 million a year in the period 1996-1999, and are expected to increase thereon as a result of the oil price increase.

Mozambique has various statutes that govern trade and trade-related issues. The Government's economic reforms seek to create an attractive commercial environment, and to provide incentives for inward investment. With few exceptions (e.g. public utilities), 100% foreign ownership is permitted in economic activities. Mozambique has vast potential for trade and growth in the sector of regional transportation given her strategic position as a maritime gateway to the Indian Ocean serving the needs of her land-locked neighbors.

As a less developed country, Mozambique benefits from the special and differential treatment afforded to developing countries in the form of exemptions or delayed implementation of certain provisions. Mozambique has already received technical assistance from international organizations that are part of the Integrated Framework, including the WTO. 

4.2 Trade policy instruments

Mozambique has undertaken important reforms since 1987 and at a more accelerated pace in the past few years. The reforms have resulted in a significantly liberalized trade regime that is essentially based on tariffs. Most export restrictions have been eliminated, as have foreign exchange controls. Mozambique has been making a determined effort to create an environment that is conducive to private investment, both domestic and foreign. The Government has shown a strong interest in expanding exports, particularly of agricultural and fisheries products, but limited export capacity has hindered significant export-led growth.

Mozambique has recently simplified the structure of its customs duties; the tariff rates currently range from 0% to 25%. The tariff structure is modestly escalatory. The simple average applied MFN tariff is 13.8%, among the lowest import duties in southern Africa. In 1999, Mozambique introduced a 17% value-added tax (VAT) or IVA (Imposto Sobre O Valor Acresentado) as it is locally termed.  The IVA remains at 17%. The Government expects the VAT to improve public revenue; this will facilitate a future reduction of the tariff to 20% by 2006. Like other WTO Members, Mozambique has bound customs duties on all agricultural products; the tariffs are bound at a ceiling rate of 100%. In addition, rates on 17 HS eight-digit tariff lines for non-agricultural products have been bound, at ceiling rates of either 5% or 15%.

Excise duty (ICE – Imposto Sobre Consumos Espercificos) is a form of consumption tax levied on certain products.  ICE is imposed on automobiles, luxury goods (perfumery and perfumery preparations, precious stones and metals, piston-driven marine engines, apparels of fur-skin and the like, artificial flowers and agricultural machinery), alcoholic beverages and tobacco products.  Mozambique does not impose import quotas.  The importation of pornographic materials and narcotic drugs is prohibited whilst pharmaceuticals, firearms and explosives are controlled.
In January 1997, the authorities entered into a contract with Crown Agents for the management of Mozambique's customs for three years to reform the Customs administration, get rid of corruption and streamline procedures.  The contract was extended a further three years.  Currently Crown Agents serves in an advisory capacity.  The Government also utilizes pre-shipment inspections (PSI) to assist in the determination of dutiable values of imports.  The PSI is contracted to Intertek Testing Services (ITS).  PSI once extended to all imports has been reduced to cover only several categories of goods such as grains, sugar, cement, chemical products, pigments, motor vehicles and medicine. Import of the goods subject to pre-shipment (such as cement or sugar) will be exempted from pre-shipment inspection if the imports do not exceed a weight of 100 kilograms (see Appendix 2).

Mozambique is a member of the Southern African Development Community (SADC) a trading block comprising 14 southern African countries.  Mozambique is also a signatory to the SADC's Trade Protocol which seeks to eliminate tariff and non-tariff barriers over a period of 12 years. Mozambique also enjoys other trade preferential schemes such as the European Union Lome Convention and the USA African Growth Opportunity Act.  The tariff codification is based on the World Customs Organization (WCO) Harmonized Systems (HS) codification developed under the Convention on the Harmonized Commodity Description and Coding System.

4.3 The National Directorate of Customs

The National Directorate of Customs (DGA) is an agency under the Ministry of Planning and Finance.  It is a major collector of government revenue derived largely from customs duty, excise duty and the Value Added Tax (IVA).  As a law enforcement agency, the DGA undertakes the control of imports and exports for the protection of revenue to prevent evasion of duties and taxes. DGA performs an equally important task of assisting in the promotion of the community’s well-being to prevent the smuggling of controlled, prohibited and restricted goods (such as illicit narcotic drugs and firearms)
A Director-General (DG) heads the DGA and has direct control over the Post-Clearance Audit Branch as a result of a recent organizational restructuring of the agency.  The DG is assisted by three Deputy Director-General (DDG). Each DDG has under his purview the responsibility categorized namely as Management and Organization, Operations and Internal controls.  The DDG Management and Organization 
is responsible for the branches of Human Resources, Finance, Tariff Classification, Information and Communications Technology and Policy and Procedures. The DDG Operations is the enforcement arm of the DGA. Under his purview are the branches of Intelligence and Investigations and the Regional Commands of North, South and Central Regions performing road, rail, sea and air customs clearance. Mozambique is made up of ten provinces namely Cabo Delgado, Niassa, Nampula (North Region), Tete, Zambezia, Manika, Sofala (Central Region), Maputo, Inhambane and Gaza (South Region).The DDG Internal Controls takes charge of the Legal, Anti-Corruption and Staff irregularities branches.  Each Branch is led by a Director assisted by Managers.
The overview of its organisation structure is as shown below.
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The organisation structure below zooms into the sub-division of the Information Technology and Statistics Directorate.
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4.4 Declaration process


The law requires traders to be registered legal entities in the country.  To participate in the trade, the legal entities are required to register and be licensed by the National Directorate of Trade of the Ministry of Industry and Commerce (MIC).  A licence is issued by the MIC.  A unique single tax identification number (NUIT – Numero Unico De Identificacao Tributaria) is allocated. The NUIT is required to be entered in trade declarations made to Customs.
Several Customs regimes are in place and these include:

· Importation for Home Use (subject to payment of customs duties and other taxes)

· Temporary Importation (eg Exhibitions, repairs, pending re-export)

· Customs Warehousing (Temporary Storage within premises manned by Customs)

· Transit

· Export

· Temporary Export (Pending Re-Import)

· Excise Factories 

4.4.1 Customs Brokers

A Customs Brokerage System is prevalent in the country for transactions with Customs.  A majority of all trade processing transactions is performed by the customs brokers. State-owned customs brokers were originally established after independence.  However, with the privatisation of this service, the remaining state-owned brokers normally dealt with imports/exports undertaken by government agencies and organs.  They can also be engaged by the private sector business community. The customs broker community is currently not represented by a trade association although steps have been taken to establish one soon pending the approval of the legislation to this effect. 

An individual trader can also submit declarations on his own but must substantiate with documentary proof that he is the actual owner of the goods.  However, it was also pointed out that customs clearance at the point of import/export must be performed by a certified clearing agent.  Clearing agents are individuals who have been certified and licensed by the Customs.  The clearing agent is required to undergo training and successfully complete an examination to qualify for the issue of a licence.  The clearing agent is the authorised signatory for trade declarations submitted to Customs. The customs broker normally maintains a number of clearing agents under his establishment.  Large corporations also employ their own certified clearing agents to conduct their business with Customs.

In the current system, the customs broker prepares a Customs declaration from documents (commercial invoices, packing lists, certificates of origin) submitted by his clients.  This is normally carried out using a front-end software developed for their own purposes.   The software is an integrated system capable of allocation of job details, printing of invoices, Customs declarations and payment receipts.  A tariff classification database is also housed in the system. The software used by the brokers are not compatible with the current Customs Trade Information Management System (TIMS) developed by Crown Agents.  There is no electronic data interchange (EDI) between the software and TIMS. The end result is that data captured by the brokers will be re-entered when a declaration is submitted by the clearing agent to the Customs. There have been attempts in the last few months to initiate a pilot testing for EDI between the software and TIMS.
From the information entered into their systems, the broker prepares a declaration to be lodged with Customs.  The declaration form, Documento Unico (DU), consists of a set of 5 pieces of self-carbonized forms.  One copy of the DU is subsequently extracted for submission to the National Institute of Statistics (INE – Instituto Nacional de Estatisticas) on completion of processing by Customs.  The INE is responsible for the collection, collation and publication of national statistics. This practice is not consistent across customs offices as some do not send the copy of the DU to INE which no longer needs it as the statistics are collated by customs headquarters and sent to INE.     

The DU is based largely on the UN Lay-Out Key for Trade Documents with much space being used for free disposal by the Customs for endorsements of receipt of the DUs and cheque payments made.  The first copy retained by Customs contains on the reverse side the actions taken by Customs officials, results of checks made, etc.  The DU is required to be entered in Portuguese.  There is no limit to the number of line items to be submitted in the DU.  The original DU has space for declaration of one item only. Additional declaration of line items will require use of continual DU sets with provision for 3 additional line items.  Importers in the supermarket / hypermarket business are known to have as many as 150 to 200 item line declarations.   
The customs broker is responsible for the submission of tariff codes (HS Codes) on the DU.  A customs broker reported about 40% of the classification codes being challenged and changed.  However an examination of the statistics at a specific customs office depicted less than 3% of the tariff codes being modified.  Re-classification normally resulted in a recouping of higher payment of import duties.  Customs brokers and clearing agents expressed their opinion that they were better qualified in the field of tariff classification than the Customs officials. They also based their classification after due consultation of the HS Explanatory Notes which provide in-depth explanations on the appropriateness of a tariff classification.  The views expressed by the brokers and the clearing agents could be a result of unclear explanations provided for the revision of the tariff codes.  The customs brokers also had the option to request (if possible) the DGA to take his case to the World Customs Organization (WCO) for a ruling.  The WCO Harmonized Systems Secretariat will only provide a ruling to a member Customs administration and not to individuals.  The customs brokers could possibly be burdened with additional costs to request for a WCO ruling. In any event, inadvertent and unintentional errors of tariff classifications are subjected to small composition fines by the Customs.  Deliberate errors can result in fines of 4 to 10 times the evasion of revenue.

The broker does not maintain any revolving credit system with Customs or his clients. Currently no electronic fund transfer system is in place. On completion of the preparation of the DU, the broker will require payment from his clients for the customs duties and other taxes to be paid.  A Fund Requisition Note is prepared and sent to the clients. Payment is made by the clients using cheques which are normally cleared within three days.  The broker will then issue his own cheque for payment to Customs. For the large customs brokers, the banks have a standing arrangement to pay Customs only when the broker's client's cheques have been cleared. Officials of the Central Bank of Mozambique expressed that the Central Bank’s computer is linked to the computers of all the major commercial banks in Maputo and that there was a pilot scheme for some 300 participants to implement an electronic fund transfer system.  During discussions with the customs brokers and commercial bank officials, it appears that the pilot scheme has yet to be implemented.  

During the process of preparing the DU, the broker assigns a clearing agent to handle the transaction.  The clearing agent will submit the DUs with all the necessary supporting trade documents and the cheque payments to Customs office at the point of entry. A customs broker expressed that there were instances when no payment receipts (acknowledgments) were issued by Customs.  The broker will then face an irate client who requires the payment receipts for the purpose of certifying that payment had been made and accounted for.  In other cases, goods have been pre-cleared and DUs are not returned to the clearing agents. This will also pose a problem as traders require the copy of the DUs for claims of IVA refunds.  

The preparation of DUs takes less than a day for simple jobs. Twenty five percent of the declarations are cleared by Customs within 48 hours.  The majority are cleared between 3 to 4 days.  Clearance could also be in the form of goods being pre-cleared before their arrival or are tax-exempted, in particular for major development projects undertaken by the government.

Goods subject to PSI are normally inspected in the country of export.  The PSI operator after examination of the goods prepares a certified trade declaration known as a DUC.  The DUC is forwarded to the ITS office in Maputo which then despatches the DUC to the importer in Mozambique.  The DUC is recognised as the import trade declaration and is used for clearance as well.  ITS inspectors may indicate in the DUC their views on the acceptability of the values of the goods imported.  The importer may not accept the expressed opinion and proceeds to submit the DUC.  

4.5 Clearance and Control
Customs clearance and control is in the main initiated at Customs offices and stations located near or within the premises of Road, Rail, Port and Air Terminals.  The Terminals are operated by the private sector.  A road terminal is an inland clearance terminal for trucks required to be produced to the customs offices and stations thereat.  For example, trucks importing goods into Mozambique using the borders posts at Ressano Garcia and Namaacha, the border points with South Africa and Swaziland respectively, are required to proceed to the Matola Cargo Terminal (FRIGO), which is privately owned and is 75 kilometres from the border of South Africa. An inland terminal closer (4 kilometres) to Ressano Garcia, which accounts for about 80% of Mozambique’s imports/exports, is being planned. Mozambique has three harbours in Maputo, Beira and Nacala.  The container terminal of Maputo is run by Mozambique International Port Services while the pilot and tug services is operated by the Maputo Port Development Company; Cornelder Mozambique largely owned by the Dutch was granted the concession to run the port of Beira; and a consortium, Corredor de Desenvolvimento do Norte, (CDN) [translated in English as the North Development Corridor] was given concession to operate Nacala, the largest natural deep water port on the east Africa coast. The corridor includes the port of Nacala, the Northern Railway network and the rail system to Malawi. The Air terminals are operated by Mozambique Airport Handling Services and the Rail terminals are currently under the charge of the Mozambique Rail and Port Administration (CFM).  

4.5.1 Clearance and Control - Importation for Home use

To initiate clearance of goods from Customs control the clearing agent first deposits the DU at the appropriate Customs office.  The Customs adopts a “Long Room” clearance concept with documents being moved from one section to another for inspection/verification and recording

Upon submission of the DU by the clearing agent at the Customs counter, the Customs checks the validity of the declaration against the manifests (air or rail or List of Trucks submitted by the Road Terminal operator).The DU having been scrutinized is accorded a Declaration (Permit) Approval Number.  The required details are recorded into a big Log Book.

The DU is then passed to another section to record the details into the TIMS.  A TIMS Entry Number is assigned and endorsed onto the DU. The process of recording the details into another separate Log Book takes place.  A Payment Notice (for payment of all duties and taxes due) is printed and attached to the DU.

The DU complete with all the relevant documents is returned to the clearing agent.  He will proceed to the Treasury (ie the Payment Counter) to make payment.

At the Treasury the Customs cashiers (separated and housed within a confined and restricted room within the whole office) will record the types of payments made, into the TIMS.  A Revenue Number is recorded onto the DU.  The payment is acknowledged by the Chief Cashier.

The DU is then moved to the Reconciliation Section.  The Manager of the section will appoint a Verifier to carry out documentary checks.  This also entails checking and noting of TIMS decision on examination requirements.

In the instance where examination is not required, the DU with all documents is sent to the Separation Section. In this section, the documents are separated and copies of the DUs are returned to the clearing agents. The clearing agent/broker is required to submit one copy of the DU to the National Institute of Statistics. The retained documents by Customs are then sent to the Archives Section. The Archives Section files the documents by Declaration (Permit) Approval Numbers and retains the documents for at least five years prior to their destruction thereafter.

When examination is required and the Customs is satisfied, the subsequent action follows the action stated above.  The examining officer also records the examination made on the reverse of the DU.  Where the examination is subject to an additional payment of fees and taxes, an amendment is made and the clearing agent is required to proceed to the Treasury to make the additional payment. 

Though Customs is the main implementing agency for the movement of goods, other public sector agencies and organs (commonly referred to as “competent authorities” or “controlling agencies”) responsible for their approval of imports/exports subject to control or restrictions are also located near the Customs office and stations. The competent authorities include the Ministry of Agriculture, Ministry of Health or Veterinary Department.  The clearing agent is required to first receive the competent authority’s approval, certification and endorsement before submitting the DU to the Customs counter.  Normally certification is sought prior to importation/exportation.

Door-to-door delivery is also permitted under Customs escort and subsequent examination.  The goods involved are normally fragile and sensitive items. Importers may also request for examination and clearance at their premises.  Such requests will incur payment of Customs fees.

Goods kept in all the Terminal operators premises must be cleared within 25 days after submission and approval of the DUs.  Goods not cleared within the statutory period are deemed to have been abandoned to the State.  They are confiscated and handed over to Customs.  Unclaimed goods are auctioned with revenue being retained by the State. 
4.5.2 Temporary Import /Temporary Export 

Temporary Import and Export Declarations are submitted to the Customs HQ.  The declarations are approved and must be produced to the Customs offices and stations.  Similar recording systems adopted for import for home use, except payment of duties and taxes, are instituted.  

Temporary imports require a lodgement of security.  The deposit is paid at the Customs office and the amount is based on a percentage of the dues and taxes of the imported goods.  Examination of the import is done through the offices and stations. When possible, identification marks are placed on the goods.  The reconciliation of the temporary imports and subsequent exports are carried out at the Regional Commands HQ.

TIMS does not record or track the temporary imports and exports.  There is no aging listing to show the expiry of the validity of temporary imports. However, the valid period for temporary importation is one year. Subsequent re-exports are required to be accompanied by the import DUs. Temporary imports and exports are required to be submitted to the DG for approval.

4.5.3 Export Clearance and Control 

The DU is submitted to Customs accompanied with supporting trade documents.  Exports with claims for preferential treatment in the country of destination require the Certificate of Origin under Preferential Treatment issued and endorsed by the Customs.  Exporters are permitted to request Customs supervision during the loading of goods into containers, for example, at their premises..  The goods are placed under Customs seals. Customs supervision costs 600,000 MTL (approximately US$24).

When goods have not been placed under Customs supervision, goods presented at the Customs office and stations at the export points are examined and verified by Customs.

4.5.4 Customs Warehousing

Clearance of goods imported and cleared under the Customs Warehousing regime requires the submission of the DUs to Customs offices and stations at the Terminals.  The documents are presented to the Verification Section which scrutinizes the submissions, records the entry and assigns the escort officers to accompany the goods to their location. DUs for importation under the home use regime are initiated only when the goods are subsequently released from the warehouses for the local market. 

4.5.5 Excise Factories 

Excise factories manufacturing tyres, textile goods, tobacco and beer are licensed by Customs.  The installations are manned by Customs. 

4.5.6 Land Border Crossings Clearance and Control
Clearance at land border crossings caters to imports by trucks, tourists and returning residents.  Unlike the mainstream documentation clearance, the land border clearance introduces an abbreviated DU (DUS in short) and a Memorandum for imports by vehicular traffic.

In view of the close proximity of the borders of neighbouring countries and townships in Mozambique and the frequent visits by residents, duty-free allowances for returning residents are subject to control.  Each returning resident is accorded the normal duty-free allowance only once during a month. The items are tabulated in Appendix 3.
Subsequent revisits and return to and from South Africa, for example, will subject the individual to the normal import duties and taxes. A simplified DU is required for goods valued not exceeding US$50 and those valued greater than US$50 but not exceeding US$500.  All dues and taxes (normally by cash) are paid at the border checkpoints.  

Goods imported for home use at the borders can be subject to the submission of the normal DU or an abbreviated form of the DU.  For goods valued not exceeding US$1500 an abbreviated DU is accepted for clearance.  The process adopted in the clearance of the normal DU is followed.  Goods valued greater than US$1500 is issued a Memorandum. The cargoes are placed under seal and must be presented to the Customs offices and stations at the Road Terminals.  Payment of dues and taxes are collected at the Road Terminals and cleared thereat.

Imports from South Africa, for example, must also be accompanied by a South African Bill of Entry (Export).  This validates the actual export from the neighbouring countries and contains data such as the value of the goods, the ownership, packing type, etc.

Customs brokers are also stationed at the border crossings to undertake importation requirements and procedures for the importers.  Customs officers normally carry out preliminary checks of the cargoes before sealing the cargo for production at the Road terminals. 
Vehicular traffic, other than trucks and commercial vehicles, for example, passenger saloon cars driven by their owners are required to be covered under a temporary import document.  There is no unified visa or carnet that covers movement of such vehicular traffic across the borders of the SADC countries.  Each vehicle (this includes trucks and commercial vehicles carrying goods for transit) is required to be insured under a third-party coverage whilst in Mozambique territory.  Insurance agents are also located at the border checkpoints.

4.5.7 Air Cargo Clearance and Control 

Air cargo on arrival is placed under the control of the Terminal Operator. For example, the Mozambique Air Handling Services (MAHS) operates at the Maputo International Airport.  

On arrival of the cargo, the operator is informed.  An air cargo manifest is given to the operator.  A copy of the manifest is then forwarded to Customs.  The operator will then inform the importers of the arrival of the cargo.

The process and procedure for import documentation is also similar at the air cargo Customs office.  The “Long Room” concept is followed. No decision whether to subject the goods to examination or otherwise is determined by the Customs on receipt of the manifest. This will only take place during the process involving the Verification Section and determined by TIMS. 

Courier services also operate at the Air Terminals.  Cargo can also be processed under the Abbreviated DU system (goods valued not exceeding US$1500) or are placed under the main DU system.  Only the Mozambique Courier Services (MCS), operated by the Mozambique Postal Services is accorded express clearance. Cargo destined for the MCS are placed in a sealable truck that are sealed and driven to the MCS terminal in the capital city.  Customs officers are stationed at the postal clearance points. 

About 30 DUs are processed per day at the Customs office at Maputo International Airport.  

4.5.8 Enforcement Measures

Besides the physical examination of cargo at the various Customs offices and stations and by mobile teams located away from the checkpoints to stop and check on imported goods, the enforcement of Customs provisions to prevent loss of revenue is vested firstly under the Intelligence and Investigations Branch and secondly under the Post-Clearance Audit Branch that was recently placed under the direct control of the DG of Customs. 

The Intelligence and Investigations Branch (IIB) is made up of 3 Sections, namely the Intelligence, the Investigations and Special Teams.  The IIB is vested with powers on a national basis and is not restricted to operations within regional commands only.  However, with units located within each regional command, the IIB units may also be subjected to reporting to Regional Commanders and the IIB Director.  

The Intelligence Section has units located within the three Regions for the collection and collation of information and intelligence.  This builds up local knowledge.  A Radio Control Network is also managed by the Section.  Each Customs office also communicates with the IIB through the radio network.  The Intelligence Section produces intelligence reports, information analysis and does risk profiling.

Intelligence is gathered from registered informers (agents) network, the DUs, information derived from foreign sources such as South African Customs and Police and information from the public provided through a telephone hotline established for this purpose.  The Intelligence Section also depends on the profiles and databases provided by TIMS.  For value of goods imported the Section avails itself to the services of the Intertek Testing Services (ITS).  The Intelligence Section is staffed by 20 officers.

The Investigations Section carries out investigation on requests from the Revenue Authority.  The officers conduct joint operations with the other law enforcement authorities of Mozambique and with foreign law enforcement officers, in particular, South African police, for the investigations into automotive smuggling and theft.   With the health authorities the Investigation officers conduct analysis of beer to ensure that the product meets statutory requirements and are safe for consumption.  The Section also provides information to the Post-Clearance Audit Branch.  Currently when profiling is carried out the results are fed to the Information Technology Branch for entry into the TIMS and dissemination to all the terminals’ databases.  

The Investigations Section does not have access to the databases maintained by other government departments such as those in the Transport Ministry (for vehicle registration) and the telephone companies (for tapping and analysis of telephone calls of suspected smugglers). Search warrants are also provided by a Tribunal Court official.  The average time taken to complete an investigation is a week.  The Investigations Section has 46 officers.  Training is provided by Crown Agents.

The Special Teams Section is a group of 24 officers divided into 6 teams of 4 officers each.  The Special Teams are the quick response teams activated for investigations, surveillance and interdiction requiring immediate or urgent action.  The officers are fully equipped to travel to any part of the country.  

The Special Teams are not to be confused with the Regional Commands' Mobile Teams. The Mobile Teams are restricted within their operational areas in the regions whilst the Special Teams are not. 

4.6 Risk management

Risk management appears to be system driven under TIMS, which is rather weak in this area.  Each Customs office and station captures and stores the information from the DU in their own location.  The computer data entry system is not integrated throughout the DGA. The profiling of high risks targets are based on historical records of the DUs and comes under the sphere of control of the Investigations and Intelligence Branch. Risk profiling results from the analysis reports collated and drawn up by the Intelligence officers.  The profiling could be based on country of origin, specific importers with bad records and by products.

There does not appear to be shared responsibility for the introduction and use of risk management techniques.  The strategic promotion of risk management as a continuous process internally in the DGA is not apparent.  Not every officer is involved in the risk management process. Constant monitoring and review and the treatment of risks is subject to TIMS.

The lack of a risk management culture results in most of the imports and exports being examined.  Exports, for example, should be targeted at high-risk cargo such as arms and weapons.  There is also no measurement and review of the success rate of the examinations carried out.   

4.7 Valuation and classification
4.7.1 Valuation
Mozambique joined the WTO in 1995 and was applying the Brussels Definition of Value (BDV).  BDV determined the basis of customs value as being the normal price paid or payable for a sale in the open market.  The valuation was generally a notional one subject to arbitrary uplifts and the like.  By 2003, Mozambique had adopted the Customs Valuation Code (Agreement of the Implementation of Article VII of GATT). Transaction value, the price actually paid or payable when sold for export to the country of importation was accepted as the basis for customs value. This was set down by the Council of Ministers in a Decree dated 11 December 2002. 

The Rules of Valuation set down the methods of valuation to be applied in a step by step basis should the transaction value be rejected for reasons such as improper, inaccurate and suspect integrity of accompanying documents.   The various transaction values shall then be determined by the following:

· Transaction value of Identical Goods;

· Transaction Value of Similar Goods

· The Deductive Value

· The Computed Value

· The Fallback Method

DGA maintains a database on values of goods.  The values are captured in the TIMS by way of the HS codes declared in the DUs and may not necessarily be on a product code basis.  TIMS maintain a database of importers and suppliers which are updated from the DUs submitted.  Officers of valuation also trawl the Internet to look up prices of goods.  This could be misleading as the prices may not reflect transaction values on a commercial basis subject to different levels (quantity, for example) of purchase.  The DGA also bought a Agriculture Product Price referencing Database from a company in South Africa.  Daily updates of product prices are received via email.  A yearly maintenance cost is paid to the company.  The information is updated into the DGA's database.  Other sources of information includes the Crown Agents and the ITS that also assists the DGA in determining acceptable customs value.

Of particular interest to the DGA is value of second-hand vehicles.  The transaction values especially those brought in from Japan are usually suspect.  The general view of the officers is that values have been suppressed.  Most of the cars are brought in via Durban in South Africa.  The importers used to drive them into the country from Durban.  However, South Africa has instituted a requirement for such transit goods to be moved by trailers into Mozambique from July 2005.

The rejection of transaction values have been a frequent occurrence owing to the DGA's experience of double invoicing and comparison of values of identical and similar goods.  In particular, high values were known to be declared to South African authorities for purposes of VAT refunds; whilst the values have been suppressed upon entry into Mozambique.  Officers at the Customs offices and stations are permitted to reject the values and request the importers to produce documentary proof to substantiate their declarations.  The goods are also permitted to be released under a temporary arrangement subject to the placement of a security deposit (guarantee).  The average time taken to clear valuation rejections is 2 to 3 days.
Customs officers are also provided, once a fortnight, with a list of acceptable values drawn up at the Customs Headquarters at Maputo.  The acceptable values are not product specific or according to the country of import.  The values given are based on a continent basis, for example, “X” product (based on HS Code) from the continent of Asia is to be valued at “Y” Metical.  There is no range of values given, for example falling within a set criterion of say, not greater or less than 5% of the determined acceptable value.   This has resulted in a high rejection rate of the transaction values submitted by importers.

Where customs value is determined by Customs, the importer can challenge their DGA's valuation.  The dispute resolution mechanism is vested in the Technical Arbitration (Appeal) Council which includes the DG, representative of the Ministry of Trade and Commerce and members of the trade community.
4.7.2 Classification

Classification of goods is based on the Harmonized System Codification. The Valuation and Classification Section (DPVA) makes reference to the Harmonized Systems Explanatory Notes (HS EN) on classification of goods when required. There does not appear to be instances of classification rulings being made available to the public.  Most of the items imported into the country are straight-forward.  The Customs Tariff Codification book does not have an alphabetical index for easy reference.  A search of the Internet showed that there was a web-site in English.  This may have been constructed and left over from another party since a request to Customs officials and the customs brokers yielded negative responses from them. 

There are few requests for classification of goods from the private sector, including the customs brokers.  Reference is made to the DPVA by Customs offices and stations only when they are uncertain of the correct classification.  The Customs offices and stations are permitted to reclassify the tariff classification based on their own knowledge.  There does not seem to be a reference made to the HS EN, the texts of which may not be located at all major Customs offices.  Reports are made and are also sent to the IIB.  When the testing or verification of material composition, etc is required, the DGA uses the services of the universities laboratories and expertise.  It should also be a requirement that the testing laboratories have access to the technical descriptions provided in the HS EN.
The modification of individual tariff lines can only be changed on the basis of a review by the Customs Superior Technical Council (CSTA – Consello Superior Tecnico Aduaneiro), a joint committee of the government and private sector that makes recommendation to the Ministry of Planning and Finance.   The CSTA is chaired by the Minister of Planning and Finance and includes Minister of Commerce and Industry, the Minister of Transport and private sector bodies such as the Chambers of Commerce and the Confederation of Trade Associations (CTA).  Unresolved issues can be referred to the Council of Ministers for decisions.  A Council for Arbitration on Customs Matters (CTR) chaired by the Director-General of the DGA comprising representatives of the other government ministries and the representatives of the private sector also provides support to the CSTA.  

4.8 Transit management

The rules governing transit management are contained in the Customs Transit Regulations dated 30 January 2002.  Transit can be in the form of movement of goods from one Customs office to another Customs office (Customs Transit) and movement of goods to border posts of Mozambique (International Transit). Other transit movements not attributed to Customs Transit and International Transit are designated National Customs Transit. Examples of such movement could be from one Customs office to the importer's premises.  International Transit takes place so long as the movement forms part of a multilateral or regional agreement, even though the movement may consist of movement under Customs Transit.  The transit regime comes under the control of a Transit Movement Office.

The transit regime also requires the submission of a DU.  At the point of departure the goods may or may not be placed under seal depending on the nature of the goods.  Goods of low value and are not the subject of smuggling and bulky items not possible to be sealed are allowed to move between their designated points without sealing.  However, all transit movement is required to be covered by a guarantee provided by the consignee, declarant or the carrier.  The guarantee may be used for a single transit declaration or may be used for several transit declarations over time.  The guarantee may be in the form of cash, cheques or bank (or insurance company) guarantees.

The transit regime provides for sealable trucks or containers if transit regime is applied to a small quantity.  Seals of an electronic nature for tracking purposes are also provided in the Regulation.

At the first Customs point where movement is initiated, the DU must be presented together with 2 copies of the manifest together with the means of transport, the goods and supporting trade documents.  The Customs office will then seal the cargo, if necessary, affix the seal and record the details including time of departure on the DU.  

The original copy of the DU is sent to the customs office where the goods are destined.  This copy is later sent to the Transit Management Office when the operation is completed.  This is for the purpose of reconciliation of the transit movement.  The return of the guarantee is subject to the reconciliation and satisfactory termination of the operations.  The 1st carbonized copy of the DU is returned to the declarant; the 2nd copy is sent to the Transit Management Office; the 3rd copy is sent of destination and filed thereat; and the 4th copy is kept at the point of departure and filed.

When it is required for the means of transport to be replaced by another, the movement regime is classified as transhipment whilst under transit.  When the movement is required (for security reasons) without first obtaining Customs approval the declarants are required to report such occurrences to the nearest Customs office. The declarant/carrier must also file a report stating reasons for the occurrence, the date and time of transfer and the details of the new vehicle used.  

A break in the movement of goods which leads to the detachment of even part of the goods at an authorized Customs point will terminate the transit regime.  The continuation of the rest of the goods for another destination will require the production of a separate DU.

Transit movements are subject to a time element.  Transit movement which falls outside the allocated time will be subject to higher scrutiny of the seals and the actual cargoes.

The transit regime also applies to movement by rail, sea and air.  The difference would be determined by the mode of transport.  All other procedures for land transit are similar.

Understandably the local Customs and National Transit can be determined under the local DU processing.  There does not appear to be any regional or multilateral use of a transit document such as a TIR caret which could be used for movement over several countries.  The adoption of a multilateral convention on road transit may not be appropriate at this time since the surrounding neighbours are not party to the TIR Convention.  However, the SADC may have this in the pipeline under a regional basis.     

The information contained in the transit DU is not captured into the TIMS.  It appears that TIMS does have a transit data entry module but was not implemented due to server capacity and communications network constraints.  All transit processes remained manual.   However, at the port terminals a module developed by ITS captures information on the containers (identification numbers etc) of goods transiting through the port.   It was also pointed out that the transit legislation stated above is not in effect.  

4.9 IT Capabilities 

DGA currently uses a information system called Trade Information Management System (TIMS). TIMS is coded in a programming language called Delphi and uses the Oracle (version 7) database. TIMS Central is deployed at the Customs headquarters in Maputo. Each provincial customs house and border post hosts its copy of the software and database in a server, which is usually a PC. TIMS is deployed in 28 sites in the whole country.    
A software, PDU, was developed by Customs for brokers to key in the DU data. However, the data captured by PDU cannot be uploaded into TIMS as the formats are different. Brokers print the DU from the software and submit to Customs who has to re-key all the data from the hardcopy. However, there have been some attempts for electronic data transfer between PDU and TIMS in the last few months. 
The IT and Statistics Directorate has a staff strength of 32, of which three are supporting TIMS in the areas of conducting user training, technical support and access to databases for updating the data or rectification of error data. 

4.9.1 Functionalities
The functions of TIMS include declaration capturing, printing of payment advice, updating of ‘payment received’, release of cargo, tariff database, offence database, valuation database, importer/exporter database, truck database and risk management database. It also has a module for compilation of statistics and performance reports. This module is supplemented by a set of SQL commands programs and Excel spreadsheets and tables.
However, there is no module for capturing of transit cargo. Road transit DU are filled in manually and not keyed into TIMS. Hence, there is no compilation of transit cargo statistics from the system. 

TIMS has a function (user interface) for the users to key in the cargo inspection results. For the creation of risk profile, the terminal will print out the DU and send to IT division for keying into the system. Previously, this function was performed by the Intelligence and Investigation Division but since its relocation to the new premises a few months ago, it has no access to TIMS and this function was transferred to IT division. 

The foreign exchange rate is receive daily from central bank via fax or email and posted on the Customs website and emailed to all brokers after adjustments made by customs. The foreign exchange rate validity period is two days. 

4.9.2 A De-centralised System
TIMS comprises a TIMS Central (version  2.4.10.19) deployed at the Customs headquarters in Maputo and a ‘network’ of 27 other sites throughout the country, each with its own database and server. As the system is not centralised, it faces the problem of data synchronisation and software version control. Data from the various sites is transmitted to the central database on a regular basis which ranges from once a day to once a month, depending on the volume of activities at the site. The data is either transmitted online or via CD or floppy disk or thumb drive despatched to the headquarters.

Likewise, any updates to the database information such as introduction of new codes eg UNLOCODE, or creation of new risk profile or system ‘bug fixes’ to rectify system error are transmitted in the same manner. System upgrades, such as new features and new functions will have to be sent to the various servers in the same manner. There is a time lag as the dissemination of this information may take several days or weeks and hence it is almost impossible to achieve synchronized system and data upgrade across all customs sites.      

The unreliability of the transmission mechanism may lead to loss of data, which may not be detected. The time lag in transmission of data to the central database does not allow real-time compilation of reports and statistics, an essential tool required to support decision-making. 
4.9.3 Error Rectification

Within the IT and Statistics Directorate, there is a Quality Control section responsible for rectifying erroneous data in the TIMS. The root problem is that TIMS does not validate the data upfront as they are keyed and this is a major setback of the system. Erroneous data are not detected and corrected upfront, leading to inaccurate data and inconsistent (conflicting) data within the DU record. For example, a DU submitted for road transport can have the location of cargo keyed as sea port or for import vehicle DU; quantity can be keyed as zero (0). Another instance is import cargo can have its country of origin keyed as Mozambique or export cargo with country of destination as Mozambique. Such errors, if not detected and rectified, will result in inaccurate statistics. 

The rectification of such errors is done by the Quality Control section on a regular basis, which can be before or after the cargo has been released. The process is as follow: 
· The QC staff uses a pre-defined set of SQL commands, one at a time, to query the database for error data, such as ‘find all records with regime=import and county-of-origin=Mozambique’ or ‘find all records with regime=import vehicles and quantity= 0’, etc. 
· The database will display all records satisfying this condition 
· The staff will send the erroneous record in an Excel file to the Head of the terminal with a covering letter via email

· The terminal will rectify the record in the Excel file and the hardcopy DU

· When the QC staff receives the corrected data from the Excel file, he will run a SQL script to update the database from the Excel file

This process is tedious and not full-proof as only those erroneous data which satisfy the pre-defined set of conditions (common errors) are detected. There could be many other types of errors which go undetected and enter the system and the statistics reports.
Access to the system is controlled by user-id and password assigned to authorised staff. However, some common security standards with regards to the use of password are lacking. The system accepts a password as short as two characters and does not enforce a minimum length (of reasonable security level) or format of the password, for example the password must be at least 8 characters with a combination of alphabets, numbers and special characters. The user is allowed to change his password anytime. However, the system does not force the user to change password on a regular basis, for example every 90 days, the password will expire and user is required to change to a new password.    
4.9.4 The Statistics Section
The statistics section is responsible for producing regular statistical reports for the terminals as well as for the National Institute of Statistics (INE). It also produces ad hoc reports for the terminals upon request. For producing ad hoc reports, the statistics section staff uses SQL commands to retrieve (select) the required data from the TIMS database, cut and paste the output into Excel files and then generate the reports or graphs using Excel.

The process for generating the regular report is as follow:

· TIMS has a set of pre-defined statistics tables for the terminals to fill up with the required data from their database.
· The data is received from terminals via online or thumb drive or floppy disk, ranging from once a day to once a month, depending on the volume of transactions of the terminal.
· The statistics staff collates these files into a set of central statistics tables 
· The statistics tables are sent to the National Institute of Statistics once a quarter on a CD.
Besides statistical reports, the Statistics section also generates performance reports for the terminals. Reports on cargo clearance time are produced on a monthly basis. The performance report indicates the no. and percentage of consignments cleared within 24 hours, between 24 to 48 hours, etc.    
5. The Desired State and Gap Analysis
5.1 The Declaration Process

The current Declaration Process is basically a manual system supported by use of computers mainly for data entry. There is no unified automated information system or Integrated Customs Management System (ICMS) which can support a single window system. Information technology is not fully exploited although it appears that the Customs officers are well versed in the use of computers. There is a noticeable lack of cooperation and coordination between the private sector (Customs Brokers for example) and the Customs in establishing a unified automated information system.  However, this could have been overcome through dialogue between the private and public sectors. The weaknesses of the current declaration systems are appended in the following.  

The Customs brokers developed their own in-house data entry systems or use the PDU software developed by Customs, which provide for the production of the DU.  However, the systems developed are not compatible to the Customs data capturing systems.  The result is time-consuming reproduction of the required data elements in the DU by the Customs. 

The repetition of data entry is possibly carried over to the competent authorities (such as the Health Department, Ministry of Agriculture) when the goods are subject to control and approval by the said authorities.  The DU must also be presented to the competent authorities for approval before submission to Customs.

The manual submission of DUs and their subsequent flow through the various sections within a Customs office only serves to lengthen processing time. Each consequent recording of the submission of documents relies heavily on the accuracy and diligence of the officer concerned. 

The preparation of trade statistics by the National Institute of Statistics requires the submission of a copy of the DU to the institute. However, this is not consistently practiced by all terminals and provinces. The verification of the authenticity of the documents and statistical reports submitted to INE by Customs will also strain manpower resources in the INE. The preparation of timely national statistics for formulating economic policies may be affected.  

The payment of cash or cheques at the Customs office requires the partitioning of secured areas for their collection, appointment of officers of high integrity as cashiers and maintaining a secured system for the movement of the monies collected to the banks.  This could result in the drain of manpower and other resources.  

The requirement that a clearing agent must first be appointed to clear the cargo tends to require the services of Customs brokers who have a line to clearing agents (normally established by them).  Customs could look to allowing any trader, freight forwarders or logistics operators or other service providers to prepare the DU without appointing a licensed clearing agent. Importers and exporters could prepare their own declarations or request other service providers (such as freight forwarders) to do so on their behalf and to clear their cargoes.  The customs broker could thus be amenable to add value to his services by participating in the freight forwarding or logistics business such as providing one-stop service from documentation, to door-to-door service and warehouse service.
There does not appear to be a regulation subjecting the transport carriers to provide full and correct manifests for all imports to the Customs within a specified period of time.  On the air side, the manifests are available since they are carried on board the aircraft.  Road transportation provides for the road terminal operators to present to Customs a full list of trucks arriving at the destination. For sea transport, scant details are provided by feeder vessels since most of the goods ferried through the ports are not destined thereat.  The legislation could provide that goods in transit may be covered by a “Nil” manifests thus circumventing having to provide unnecessary details to Customs.  This should not, however, apply to the imports or goods landed on Mozambique territory for onward land transit. 

Overcoming, if not eliminating the weaknesses of the current process declaration system could be done through the introduction of an electronic trade documentation system or Single Electronic Window (SEW). The SEW is part of the professed vision of the National Directorate of Customs. Automating the Customs functions, however, cannot be complete without roping in the private sector to establish a unified automated information system.  With this in mind, a National Trade and Transport Facilitation Committee (NTTFC) will have to be formed to formulate a nation-wide trade facilitation framework. As this is at a high level, the Minister of Finance & Planning and the Minister of Commerce and Industry could co-chair the organization which will serve as a Steering Committee. A lead agency (normally an organization responsible for trade facilitation) could be appointed to spearhead the work to be carried out.  The lead agency could establish various sub-committees comprising private and public sector representatives looking into specific areas of concern.  For example, there could be a sub-committee comprising freight forwarders, brokers, Customs and land transport officials to develop the SEW for imports and movement of goods by land transport. Another sub-committee could consider the amendments to the legislation to take into account the introduction of the SEW.

SEW exploits the use of information communications technology (ICT) leading not only to a reduction in transaction costs but also making the regulatory trade system more transparent and predictable. Processing time could be reduced to minutes rather than hours or days.  Exploitation of the use of the Internet opens up easier access to the public.

SEW could also provide for importers/exporters or service providers in neighbouring countries preparing DUs within their own territory. The resulting DUs could be presented by the appointed freight forwarders at the time of clearance in Mozambique. This would eliminate the requirement to call upon a Customs broker stationed at the border crossing.  A practice of this nature requires that the entity preparing the DUs abroad is also a legal entity registered in Mozambique.  

The introduction of a SEW would benefit in terms of turnaround time in document processing, better utilization and deployment of resources such as transport and manpower, elimination of queues, timely statistics and eliminating the high risk involved in moving cash if an electronic payment mode is introduced as well.

5.2 The Clearance Process

The clearance process entrusts heavy responsibility to the verifier in the reconciliation section.  It is within his means to override decisions made under the TIMS and require that checks and examinations be done.  Pre-clearance is not widely used.  
The introduction of a SEW could overcome this aspect of human intervention.  The imports can be pre-cleared within the system by adopting a dual channel Red & Green Channel clearance system.  Imports not requiring further Customs examination could be directed to a Green lane; those which are suspect or which require Customs examination could be notified to proceed to the Red Channel.  

The emphasis should be placed on post-clearance audits and examination.  Post clearance audit could also be done in conjunction with the inland tax department since IVA could be included when infringements occur.  

Post Clearance audit will shift the emphasis on documentary checks at the borders to information analysis in the back-end. 

Customs could also consider the withdrawal of manpower within excise factories and entrusting the responsibility of compliance of Customs laws to the owners of the premises.  Privatization of Customs warehouses to private operators could also be an option.  The private operators would be responsible for the accounting of inventory and proper release of goods to the public and to ensure that all dues are paid before their release.   

5.3 Risk Management

Risk Management is the systematic application of management procedures and practices which provide customs with information to address consignments which present risk. It is important that every customs personnel has the correct understanding of the concept of risk. Risk is dynamic, it is not absolutely known and it can be managed. The management of risks involves the use of analytical and operational tools to perform risk profiling and risk assessment. Many of these tools are available in modern customs management ICT systems.  Such systems provide customs administrators with the means that allow them to direct their limited resources to potentially high risk consignments. Modern risk management systems have built-in intelligence and business rules to identify high risk areas based on trends, historical data and patterns of trade and traders.

Risk management has become an integral part of modern customs administration. In other words, a modern customs administration must practice some form of risk management in order to perform effectively and cope with the increasing demand of faster clearance and higher trade volume. Risk management allows customs administrators to deploy an appropriate level of resources to the greatest areas of risk.

Regional approach to risk management is becoming an important aspect of co-operation among customs administrations of trading countries. Risks are regional in nature and not isolated to individual countries. Therefore, the exchange of risk information and intelligence among importing, exporting and transiting countries will be the way towards global trade facilitation. 

Although risk management techniques appear to be system driven, targeting of shipments is based on officers' experience on the ground and their gut feel.  Risk management in DGA does not appear to be formalized and rationalized.  The Customs could consider permeating risk management as a culture within the organization.  

Each Customs region or major office could adopt the seven-step risk management methodology to involve their officers in discussing the risks faced by Customs within their own environment and how they can manage these risks.  The seven steps methodology consists of:

· Establishing the Context 

This is a study and analysis of the environment and the stakeholders involved.
· Identifying the Risks 


This considers ‘WHAT are the risks?’, ‘HOW and WHY they are likely to occur?’ This also provides an outlook of the effectiveness of controls imposed.

· Analyze the Risks 

This looks at the likelihood, consequences and level of risks providing officers insight into the high risk sectors.
· Evaluating the Risks 

In evaluating the risks, officers can decide whether the risks are acceptable and then to prioritize the risks.

· Treating the  Risks 

This examines the reduction of the probability of risks and reducing the consequences.  This could also identify the types of control measures and the resources to be used.
· Monitoring and Reviewing the Risks



Recording and reviewing the effectiveness of risk treatment, cost effectiveness and further improvement.

· Communicate and Consult  



This involves all the officers in the whole cycle. They provide the inputs; they are kept informed; and they are encouraged to review the results and changes.

The use of the risk management methodology can also be formalized and an annual workshop or seminar for officers can be instituted.  Within each office, the development of workshops and discussions will also be required.

Risk management techniques should be audit based controls. This could be supported by profiling of traders and their trade patterns to target high risk groups for checks.  To facilitate profiling, extensive use of IT databases is a pre-requisite to trawl out suspicious trade based on pre-established criteria.  The profiles should also include the track records of the profiled trader such as details of infringements and non-compliance of Customs laws.

Under the risk management environment, a high reliance is placed on the use of intelligence to apprehend offenders and their illegal shipments.  Intelligence can also be based on exchange of information under a mutual administrative agreement with other Customs administrations. To a large extent, Mozambique Customs has built up its pool of informers and has under the SADC gained intelligence from abroad to support a risk management environment.  The introduction of a SEW would more than facilitate the development of databases providing coherent information for collation, analysis and dissemination.

5.4 Valuation and Classification


The Mozambique legislation provides for the use of the Customs Valuation Code (CVC)  and although the transaction value is the basis for customs value, the rejection of values appears to be the norm, in particular, for imports of vehicles and luxury items which attracts high rates of duty (with excise duty being as high as 65%).  There is dependence on values supplied through the assistance of Intertek contracted to perform pre-shipment inspection and on databases purchased such as the Agriculture Products Price Referencing.  

The training of officers in the CVC could be considered.  The World Customs Organization (WCO) has developed and will be making available sometime in November 2005, a training module of the CVC in Portuguese. This could be used as a basis for conducting of training courses for the officers of the Mozambique Customs.

Importers of vehicles or high duty products could also be requested to submit a Declaration of Facts prior to importation to satisfy the Customs on the acceptance of the transaction value or otherwise. This would assist the processing of the declarations made and speedier clearance of the imported products. 

The development of the SEW could give rise to the development of products codes for each type of goods entered into home use. The product codes databases could be used as a basis for the comparison of values declared.  This would give the officers a clearer basis for the rejection of values compared to the current gut feeling or “local knowledge” of clearance officers.    


The tariff classification of goods is based on the Harmonized System. Officers at the clearance points are permitted to reclassify the tariffs of the goods declared if they are not satisfied with the codes provided by the importer.  Since tariff classification is a highly technical subject, the officers should also be trained.  A lack of reference to the Explanatory Notes which delve into greater details of the classification of goods may give rise to incorrect classification.  Disputes may arise between the declarant and Customs if a satisfactory and transparent explanation is not provided. 


To overcome the shortcomings of difficulty in arriving at a tariff classification for complex articles, the Importers should be encouraged to submit their products for classification.  The importers could submit actual articles and/or photographs if actual articles are not available.  The articles/photographs should be accompanied by the description of their usage, the material composition and their packing type.  Customs could classify the products brought to their attention and to provide at least a one year validity period of the tariff classification arrived at.  A Certificate to this effect could be issued to the importers with the photographs of the articles attached.  


The rules which the Customs use to determine the tariff classification should be clearly stated to the importer with references made to the HS Explanatory Notes wherever necessary.  To assist the public, the Customs could maintain a web-site of the classification rulings for each article submitted for classification.  The classification rulings databases could provide the description of the article including the brand name, the usage of the article, the material composition etc and the rationale for placing the article under a specified tariff codification.  Such a service could be seen as a projection of transparency within the Customs organization.  Such a service would also provide certainty and predictability to the trading community and may also help in providing businesses to make sound decisions for the import of goods.  

5.5 Transit Management

The Customs has categorized two separate types of transit movements. One involves Customs (national) transit, that is movement of goods which are destined for Mozambique and this movement is within the country either to Customs controlled premises or to importers/exporters' premises. The other transit movement is international in nature, with the goods being destined for other neighbouring countries, and requires movement within Mozambique to the borders of the neighbours.  There is as yet no international transit document to facilitate the movement either adopted by the SADC or Mozambique.  Unless all the other SADC members are contracting parties to the commonly used TIR Convention (which provides for a TIR Carnet facilitating international road transportation between land-locked countries), the adoption of the TIR Convention by Mozambique alone does not appear to be beneficial.  

Thus for the present, the requirement of preparing separate transit declarations in each individual country is necessary.  However, the requirement that transit cargo be directed to road terminals or other Customs office should be simplified and harmonized.  The Customs legislation provides for the use of seals including electronic seals.  The use of electronic seals and an additional radio frequency attachment to the trucks to monitor the movement of the cargo could be a better option. This would provide for faster clearance and less delay of the movement of cargoes by road.

Customs could consider not requiring a separate DU every time part of the goods is detached (even at a Customs office). The off-loading of goods could be recorded into the Integrated Customs Management System and a separate DU should not be requested.  Additional costs are incurred each time this occurs. The replacement of electronic seals can form the control.  There also appears to be a separate account of goods being in transit if a new DU is prepared.
Currently, transit DUs are not keyed into the system. Hence there is no tracking of transit movement and generating of statistics by the system. This weakness must be overcome as transit cargo plays an important role in the economy of Mozambique. The system must be able to track the cargo from the time it enters the country at the border until it leaves at the other border or by sea.
 An examination of two consignments declared under a transit regime through the port of Maputo showed that the cargo was brought into Mozambique in June/July 2005.  However, it was only recently cleared in Oct 2005.  This arrangement was considered exceptional since it would appear that the demurrage charges for warehousing the cargoes in the port for a period of 3 months would be exceedingly high.  The ability of Customs to monitor and control such exceptions appears to be weak.       
5.6 Service Standards

Every Customs office or station is assigned a proposed monthly target for the amount of revenue to be achieved.  The actual collections, however, falls short of the benchmarks set.  Although a commendable effort to measure the effectiveness of the revenue collections, realistic targets would have to be revised from time to time. On the same vein, Customs should consider establishing performance benchmarks of their services provided.  Examples of such service standards could be:

· To clear a container within 5 minutes 90% of the time

· To provide a tariff classification ruling within one day 95% of the time

· To process a certificate of origin within 4 working days

· To process and approve warehousing licenses within 3 days 90% of the time  

To enhance transparency, service standards should also be published and made readily available to the stakeholders.  They should also be constantly monitored and measured which in this case could be done by the Department's internal audit officers.  Standards should also be reviewed constantly internally and with the trade community and improved upon.
5.7 IT Capabilities

Besides customs, there are several Ministries and government agencies involved in safeguarding national and economic security, formulation of trade policy and trade facilitation. These include the Ministry of Finance, the Ministry of Heath, Ministry of Food and Agriculture, Ministry of Environment, etc. The lack of integration among the various ministries and competent authorities means that for the importation of certain goods, traders may have to submit declarations to different counters at different locations, filling in various different forms. Most of the common information required in the different forms is duplicated.  There is currently no central repository of trade information in Mozambique. Each ministry and competent authority keeps its own database of information. 

It is desired that a nation-wide trade facilitation framework be formulated to bring together all stakeholders, from both the private and public sectors, under a Single Electronic Window (SEW). The SEW aims to streamline trade documentation, eliminate preparation of multiple forms and create a centralized repository of trade information to facilitate compilation of timely and accurate statistics to support decision-making and ease of retrieval of national trade information. With this mind, a National Trade and Transport Facilitation Committee (NTTFC) will have to be formed to formulate the nation-wide trade facilitation framework
To support a nation-wide Single Electronic Window, customs must first have a robust and comprehensive integrated information technology system. The Integrated Customs Management System (ICMS) will be the foundation for building the SEW.  

The ICMS will be a centralized online web-based (Internet enabled) system and will include additional functionalities to meet the challenges of DGA trade facilitation program. The system will allow real-time online processing of declarations and cargo clearance. 
One of the important desired features of the ICMS is that it will facilitate automatic approval of declarations and clearance of cargo. Another feature that overcomes the current weakness is that the ICMS will provide for the capturing of transit DU, tracking of transit movement and compilation of such statistics.
The description of the functions of a desired Integrated Customs Management System is given in Appendix 4. The list of special features of the ICMS is given in 
Appendix 5.  

6. Recommendations
6.1 The Declaration Process

6.1.1 Electronic Fund Transfer  

It is recommended that the Customs systems be linked to the commercial banks (or via the Central Bank infrastructure or an independent Clearing House) to facilitate electronic fund transfer for the payment of duties and taxes. Every declarant will be registered in the system with a bank account number and name and branch of the commercial bank. Upon approval of the declaration, the system will trigger a message to be sent to the declarant’s bank, instructing the bank to transfer the computed amount of duties and taxes from the declarant’s account to Customs’ account. After the successful transfer of funds, then can Customs proceed to the next step in the clearing process. If the transfer fails, both Customs and the declarant will be alerted by the system via online enquiry and via SMS, if necessary.   

Electronic fund transfer will eliminate the handling of cash or cheques at the Customs office which requires the partitioning of secured areas for their collection, appointment of officers of high integrity as cashiers and maintaining a secured system for the movement of the monies collected to the banks. 
Electronic fund transfer means that Customs will receive the money faster into the account when the payment is triggered without having to wait for the current 72 hours for the bank to clear the check, as well as the duration from the time customs issues the payment notice to the time the broker delivers the check to customs. It will also reduce the risk of cheques being bounced, although the possibility of such happening is low.    
6.1.2 Clearing Agent

The current licensing of clearing agent implies that customs brokers must have a line of clearing agents working for them. With the use of computer system and the internet, the process of submitting a declaration is made easier and simpler. Also with importers encouraged to submit their product to customs for classification and increased in transparency with regards to Customs tariffs and classification, declaration is no longer a specialized job. It is therefore proposed that Customs look into allowing traders, freight forwarders or logistics operators or other service providers to prepare the DU without appointing a licensed clearing agent. Importers and exporters could prepare their own declarations or request other service providers (such as freight forwarders) to do so on their behalf and to clear their cargoes. However, the declarant must be a registered legal entity and not an individual. The customs broker could thus be amenable to add value to his services by participating in the freight forwarding or logistics business such as providing one-stop service ranging from documentation, to door-to-door service and warehouse service.
6.1.3 Cargo Manifest

For sea transport scant manifest details are provided by feeder vessels since most of the goods ferried through Maputo port are not destined thereat.  The legislation could provide that goods in transit may be covered by a “Nil” manifests thus circumventing having to provide unnecessary details to Customs.  This should not, however, apply to the imports or goods landed on Mozambique territory for onward land transit. 
There should be also be a provision permitting the shipping agent to submit amendments to the manifests since goods may have been short-shipped or were not shipped accordingly.  The provision could be that certified amendments to the manifests must be submitted within 48 hours after the submission of the original manifests.  This would extend a service to the shipping agents and reduce costs which in the current context would result in the shipping agents paying a fine. 
There should be facility for shipping agents to submit the cargo manifest to customs electronically. The system will automatically reconcile the manifest against the DU and highlight areas of discrepancy or cases of manifest without DU. 
6.1.4 National Trade and Transport Facilitation Committee 


Currently, the CSTA is actively playing the coordination role among customs and the various ministries and competent authorities. There is a need for greater integration among these agencies, in terms of procedure, process and data sharing. For example, for the importation of certain goods, traders have to submit declarations to different counters at different locations, filling in various different forms, where most of the common information required is duplicated.  

It is recommended that a National Trade and Transport Facilitation Committee (NTTFC) be formed to formulate the nation-wide trade facilitation framework. The framework will bring together all stakeholders, from both the private and public sectors, under a Single Electronic Window (SEW) to streamline trade documentation, eliminate preparation of multiple forms and create a centralized repository of trade information to facilitate compilation of timely and accurate statistics to support decision-making and ease of retrieval of national trade information. 
The CSTA can expand its current role to include the role of the NTTFC. Alternatively, a committee under the auspices of the CSTA can be formed to perform this role. The NTTFC will serve as a Steering Committee for spearheading the trade facilitation framework. A lead agency (normally an organization responsible for trade facilitation) could be appointed to spearhead the work to be carried out.  The lead agency could establish various sub-committees comprising private and public sector representatives looking into specific areas of concern.  For example, there could be a sub-committee comprising freight forwarders, brokers, Customs and land transport officials to develop the SEW for imports and movement of goods by land transport. Another sub-committee could consider the amendments to the legislation to take into account the introduction of the SEW.

6.2 The Clearance Process

6.2.1 Post clearance audit


It is proposed that with the introduction of the Single Electronic Window, imports can be pre-cleared within the system by adopting a dual channel Red and Green Channel clearance system.  Imports not requiring further Customs examination could be directed to a Green lane; those which are suspect or which require Customs examination could be notified to proceed to the Red Channel.  


The emphasis should be placed on post-clearance audits and examination.  Post clearance audit could also be done in conjunction with the inland tax department since IVA could be included when infringements occur.  This should involve an examination of all relevant Customs trade documents held by the importers or by others directly or indirectly involved in the importation activity.


Post Clearance audit will shift the emphasis on documentary checks at the borders to information analysis. The adoption of post-clearance audit minimizes interference of legitimate trade and speedier clearance.

6.2.2 Withdrawal of Customs from Excise Factories

Customs could also consider the withdrawal of manpower within excise factories and entrusting the responsibility of compliance of Customs laws to the owners of the premises.  The introduction of a certification by the Directors of the company attesting to the accuracy of compliance with Customs requirements could be introduced.  The Customs could institute surprise checks on the premises to ensure the integrity of the systems in place.

Liberalisation of Customs warehouses to private operators could also be an option. The private operators would be responsible for the accounting of inventory and proper release of goods to the public and to ensure that all dues are paid before their release. This option would allow more private operators into the field, open up a competitive market and reduce costs.  Private warehouse operators could undertake the preparation of DUs for removal of goods from their warehouse.  Customs would benefit in terms of not incurring recurrent costs in maintaining their premises for the storage of goods placed under Customs control and redeployment of officers to challenging jobs within the post clearance audit or other specialized professional fields.

6.3 Risk Management

6.3.1 Formalizing Risk Management Process and Education


Each Customs region or major office could adopt the seven-step risk management methodology to involve their officers in discussing the risks faced by Customs within their own environment and how they can manage these risks.  


The use of the risk management methodology can also be formalized and an annual workshop or seminar for officers can be instituted.  Within each office, the development of workshops and discussions will also be required. DGA must develop a risk management culture among its officers and thus enhance trade facilitation. Efforts should be directed at areas of high risks and the compliant legitimate trader would benefit from smooth and speedy cargo clearance.  
6.3.2 Risk Profiling

Risk management techniques should be audit based controls.  This could be supported by profiling of traders and their trade patterns to target high risk groups for checks.  To facilitate profiling, extensive use of IT databases is a pre-requisite to trawl out suspicious trade based on pre-established criteria.  The profiles should also include the track records of the profiled trader such as details of infringements and non-compliance of Customs laws.

6.3.3 Regional Cooperation

Under the risk management environment, a high reliance is placed on the use of intelligence to apprehend offenders and their illegal shipments.  Intelligence can also be based on exchange of information under a mutual administrative agreement with other Customs administrations. To a large extent, Mozambique Customs has built up its pool of informers and has under the SADC gained intelligence from abroad to support a risk management environment.  The introduction of a SEW would more than facilitate the development of databases providing coherent information for collation, analysis and dissemination. The SEW will be an ‘open system’ whereby it is able to exchange data with the regional customs administrations’ computer systems in any format using various protocols. 
6.4 Valuation and Classification

6.4.1 Training in Customs Valuation Code (CVC)  

The training of officers in the CVC could be considered. The World Customs Organization (WCO) has developed and will make available sometime in November 2005, a training module of the CVC in Portuguese. This could be used as a basis for conducting of training courses for the officers of the Mozambique Customs.

6.4.2 Declaration of Facts for vehicle import

Importers of vehicles or high duty products could also be requested to submit a Declaration of Facts (see Appendix 6) prior to importation to satisfy the Customs on the acceptance of the transaction value or otherwise. This would assist the processing of the declarations made and speedier clearance of the imported products. 

6.4.3 Collecting, Collating and Analyzing Values 

The current system provides a narrow listing of values acceptable to Customs.  The current acceptable values are not specific to country of origin or individual type of products.  The narrow listing is provided under wide spectrum based on imports by continents (for example, imports from Asia).  The reality of a wide range of differences in values between countries in Asia may not be recognized.  The automation and centralization of the databases on values would permit the collation and analysis of the values and to provide “acceptable” range of values of products being country-specific or even by specific products.  

6.4.4 Training in HS code and its Explanatory Notes

The tariff classification of goods is based on the Harmonized System. Officers at the clearance points are permitted to reclassify the tariffs of the goods declared if they are not satisfied with the codes provided by the importer.  Since tariff classification is a highly technical subject, the officers should also be trained.  A lack of reference to the Explanatory Notes which delve into greater details of the classification of goods may give rise to incorrect classification.  Disputes may arise between the declarant and Customs if a satisfactory and transparent explanation is not provided. 

6.4.5 Classification of Products 

To overcome the shortcomings of difficulty in arriving at a tariff classification for complex articles, the Importers should be encouraged to submit their products for classification.  The importers could submit actual articles and/or photographs if actual articles are not available.  The articles/photographs should be accompanied by the description of their usage, the material composition and their packing type.  Customs could classify the products brought to their attention and to provide at least a one year validity period of the tariff classification arrived at.  A Certificate to this effect could be issued to the importers with the photographs of the articles attached.  

6.4.6 Rules of Classification to be made known

The rules and methodology which the Customs use to determine the tariff classification should be clearly stated to the importer with references made to the HS Explanatory Notes wherever necessary.  To assist the public, the Customs could maintain a web-site of the classification rulings for each article submitted for classification.  The classification rulings databases could provide the description of the article including the brand name, the usage of the article, the material composition etc and the rationale for placing the article under a specified tariff codification.  Such a service could be seen as a projection of transparency within the Customs organization.  Such a service would also provide certainty, consistency and predictability to the trade community and may also help in providing businesses to make sound decisions for the import of goods.  

6.5 Transit Management

For the present, the requirement of preparing separate transit declarations in each individual country is necessary.  However, the requirement that transit cargo be directed to road terminals or other Customs office should be simplified and harmonized.  The Customs legislation provides for the use of seals including electronic seals.  The use of electronic seals and an additional radio frequency attachment to the trucks to monitor the movement of the cargo could be a better option. This would provide for faster clearance and less delay of the movement of cargoes by road. The trucks should be allowed to flow through to the discharging point without having to make any intermediate stops.  The SEW will also provide better monitoring of the cargoes.
Customs could consider not requiring a separate DU every time part of the goods is detached (even at a Customs office). The off-loading of goods could be recorded into the SEW and a separate DU should not be requested.  Additional costs are incurred each time this occurs. The replacement of electronic seals can form the control.  There also appears to be a separate account of goods being in transit if a new DU is prepared.
The Chamber of Commerce or other national registered trade association should consider taking up the role as guaranteeing authority for goods moving to and from Mozambique for transit cargoes.   This would resolve a need for the requirement of a cash deposit or banker's guarantee to ensure the goods are not disposed of whilst the consignments are under transit in and from Mozambique.  The guaranteeing authority would levy fees for such purposes.  

Shipments under inter-modal transportation such as road-sea, could be considered under a transhipment regime, instead of transit. This may be more appropriate as Mozambique can strive to act as a transhipment hub for the region. The strategic geographic location of Mozambique has great potential to be a gateway for its landlocked neighbours. There must be synergy among road, rail and sea transport and customs can play a critical role to facilitate inter-modal transportation.    
6.6 Employee Skill Development

With the implementation of the trade facilitation and modernization program, new skill sets will be required of the staff. DGA should perform a corporate Learning Need Analysis to identify new skill sets that are required and the category and number of staff to be trained in these areas. At the individual employee level, every supervisor should, on an annual basis, conduct the learning need analysis and draw up a training roadmap for his subordinates. 

As the level and scope of application of ICT increases, there is a need to provide every employee with training and education in the use of computers and basic computer software. In particular, IT personnel should receive specialized training in new technology and customs automation to keep them abreast with new knowledge and technology and equip them to apply these technologies to DGA.  

Every unit or border post should have at least one staff trained in basic PC and printer troubleshooting and simple repair. This will ease the burden of the IT and Statistics Directorate to station its staff at the various locations. DGA should move towards end-user computing and user department self-sufficiency in managing its hardware and basic office automation software, such as MS Office, email, etc

It is proposed that IT staff should also attend customs operations training so that they can better appreciate operational problems reported by users, leading to faster problem resolution. Cross training will help IT personnel to be more effective when gathering requirements from user to enhance the system or develop new functionalities. 

Although, DGA has taken measures to stamp out malpractices and improve service level, there is still some feedback from the public with regards to presence of inconsistent service and malpractices in the customs administration. It is proposed that DGA intensify its training and education of employees to stay away from such practices and mete out prohibiting penalties against such employees.  
DGA could consider establishing a Training Institute under the Human Resource Directorate, to formalize all the employee skill development programs. The institute can draw up annual training programs for employees based on the Learning Needs Analysis of the organisation. It can gather trainings needs from the various departments and schedule them on a regular basis. The institute should set up training standards and guidelines with regards to the new employees’ orientation program, basic customs operations and IT training for all employees, re-fresher training for customs officers, minimum hours of training per employee per year, etc.     

6.7 Human Resource Deployment

6.7.1 Job Rotation

It is recommended that customs officers be rotated to the various departments, terminals and customs clearing houses on a regular basis. This will provide opportunities for employees to be exposed to the various aspects of customs administration and opportunities to acquire new knowledge and learn new skills. Job rotation, supported by appropriate training will motivate employees to higher job performance. 

6.7.2 Information Technology and Statistics Directorate

With the implementation of the enhanced network infrastructure and the Integrated Customs Management System, it is proposed that the Information Technology and Statistics Directorate beef up its staff strength and skills in the area of hardware (PCs, printers, servers, storage devices) and network support (including network equipment such as switches, hubs and routers, etc). A new section should also be established to manage the database as well as perform data administration. This section will ensure proper maintenance of the database and authorised access. It will also be responsible for setting data naming standards and normalization of data. 

The Quality Control Section would no longer be required to perform the rectification of erroneous data in the system as all data input are validated upfront. Instead, the section should be renamed as Quality Assurance and perform the role of ensuring application programs are thoroughly tested and ‘bug-free’ before releasing into production use. The section will be responsible for arranging and conducting User Acceptance Test and ensure users sign-off before any system implementation.   

6.8 Service Standards and Handbook

It is recommended that Customs consider establishing performance benchmarks of their services provided.  Examples of such service standards could be:

· To clear a container within 5 minutes 90% of the time

· To provide a tariff classification ruling within one day 95% of the time

· To process a certificate of origin within 4 working days

· To process and approve warehousing licenses within 3 days 90% of the time  

To enhance transparency, service standards should also be published and made readily available to the stakeholders.  They should also be constantly monitored and measured which in this case could be done by the Department's internal audit officers.  Standards should also be reviewed constantly and improved upon.
DGA should consider publishing a Customs Procedure Handbook to serve as a guide for the trade community. The handbook should contain the procedures for customs declaration and clearance for the various regimes, the rules for classification and valuation, service standards, etc. It is recommended that the handbook be written in both Portuguese and English as it will serve as a useful guide to domestic, regional and international traders doing business with Mozambique. The contents of the handbook should also be available electronically on the Customs website. The publication of the handbook with greatly increase transparency of customs administration and enhance mutual understanding and expectation between customs and the business community.
6.9 Public-Private Partnership

Currently, CSTA plays the important role of bridging the communication between customs and the trade community such as the CTA, major brokers and traders, freight forwarders, etc. The regular dialogues allow customs officers to better appreciate the problems faced by traders and the trade community to understand customs operations and role.   
It is proposed that CSTA plays a greater role to further improve the interaction and cooperation between Customs and the trade community by organising regular joint forum or dialogue for customs and the trade community to discuss trade related topics, obtain feedback on current procedures and discuss proposed changes to policies and procedures. Customs performance standards can be reviewed, revised and fine-tuned together with the stakeholders during such dialogues. Educational workshops can be conducted for the trade community to better appreciate customs services. The private sector is encouraged to organize similar forum and workshop for customs personnel to allow them to become intimately familiar with the industry practices and processes. These will help to bring customs and the trade community to work more closely together to achieve the common goal of trade facilitation. 

6.10 Information Communications Technology

6.10.1 Integrated Custom Management System and Single Electronic Window
 It is recommended that a National Trade and Transport Facilitation Committee (NTTFC) to be formed to formulate the nation-wide trade facilitation framework, under a Single Electronic Window (SEW). The SEW will be the electronic platform to bring together all stakeholders, from both the private and public sectors. The SEW will be established on a new Integrated Customs Management System (ICMS). 

The ICMS will be a centralized online web-based (Internet enabled) system and will include additional functionalities to meet the challenges of DGA trade facilitation and modernization program, including enhanced Transit Management, Post Clearance Audit, Risk Management and Valuation. The Integrated Customs Management System will link all customs houses and border posts to a central server and database located at the headquarters in Maputo. This will allow real-time online processing of declarations and cargo clearance, with data validated and erroneous data rectified online. Online validation will ensure that only clean data enters the system and thus eliminate the current process of rectification of erroneous data by the Information Technology and Statistics Directorate, Quality Control Section. A centralized system will also overcome the current weakness of transmitting data from the various locations to the headquarters and disseminating software and database updates to these locations. 
One of the important desired features of the ICMS is that it will facilitate automatic approval of declarations and clearance of cargo. With the business rules, such as valid range of value of product, compliant trader list, offence database, etc, built into the system, a certain percentage of declarations can be automatically processed by the system, without human intervention. Initially, only a small percentage, probably 5% to 10%, may achieve auto-processing. Over time, as the processing rules and risk management profiling are refined, the percentage will increase and may achieve as high as 50% to 60% or higher. This will reduce the time and effort in the cargo clearance process and will substantially facilitate trade as the compliant legitimate traders will benefit through faster clearance.     

The new system will enable Customs to move away from people-driven process to a system-driven workflow, with business rules and artificial intelligence built into the system. This will help to increase transparency and predictability of service. Cargo clearance requirement rule for specific types of cargo will be built into the system and consistently applied to all consignments of the same HS code. The system will support the desired processes of pre-clearance of cargo and post-clearance audit. The use of an advanced report generation tool is desired to enable the generation of timely and accurate reports and statistics in pre-defined standard formats, as well as any user-defined format. This will assist decision-making at both the strategic level and operational level. 
The new system will support international standards of message format such as XML, ebXML, UN/EDIFACT, UN/CEFACT, RosettaNet, etc.  The ICMS with its infrastructure systems software will be able to support inter-agency exchange of data as well as cross-border sharing of data with other customs administrations. The export declaration data from the exporter transmitted to the SEW will allow the importer/declarant in Mozambique to re-use a substantial amount of the data and thus saves time and effort in re-keying the data in the import declaration. 

It will include security features such as authorization and authentication, access rights control from menu level to module level and down to data element level and data security using data encryption, PKI, etc, where necessary.   


There should be bar code printing to facilitate easy retrieval of record from the database. The system should be ‘i18n’ (internationalization) compliant to facilitate choice of language to be displayed on the User Interface screens, for example, user can choose to use Portuguese or English display. The ICMS will comprise the following infrastructure systems software:

· Business rule engine – validation rules and processing rules are configurable, providing user with the flexibility to change the rules according to business environment changes, without having to amend source codes. Variable values in the application should be parameterized and configurable by authorized users to provide flexibility for users to make changes due to change in business or operations requirements. 

· Message Translation Engine – to allow translation of any message format to any message format, providing flexibility for the exchange of data among different parties without having to change their system to conform to one message format, eg exchange of data between customs and other competent authorities or among customs administrations in the region.
· Messaging engine – provides flexibility in connectivity to external parties using different protocols such as SMTP, FTP, Secure FTP, FTP/S, HTTP, HTTPS, etc.

· Business Process Integrator Workflow engine – to allow user-defined workflow based on pre-define conditions or data value, track status of process.

The overview and list of functions of the Integrated Customs Management System is given in Appendix 7.

6.10.2 Enhanced DGA Website

Currently the dissemination of information relating to changes to customs regulations or procedures are done via hardcopy notices posted at the various notice boards. It is proposed that such information should be disseminated electronically via the DGA website. The current website is proposed to be enhanced to include this function. Changes to regulations and procedures will be posted on the website and relevant parties can be alerted through email or SMS.

6.10.3 Enhanced Network Infrastructure 

The current communications network will be upgraded to a reliable and stable telecommunication infrastructure using a combination of copper wires, optical fibres, micro waves and satellites. The border posts will be linked to the central server and database via VSAT satellite. 
7. Implementation Strategy  
7.1 National Level

7.1.1 Multi-Agency Steering Committee


A National Trade and Transport Facilitation Committee (NTTFC) is to be formed to formulate the nation-wide trade facilitation framework, the Single Electronic Window. The NTTFC shall be co-chaired by the Minister of Finance & Planning and the Minister of Commerce and Industry and will serve as the highest-level Steering Committee. A lead agency (normally an organization responsible for trade facilitation) should be appointed to spearhead the work to be carried out.  At the policy level, the lead agency should set up and chair a multi-agency project steering committee with private sector representation. The steering committee will consider policy issues and set the direction for the sub-committees to work out the procedures and implement the system.  This will ensure private sector support for and use of the new system when it is developed. 

7.1.2 Sub-Committees

The steering committee should set up a series of sub-committees comprising representatives from both the public and private sectors to look into the following:

· Simplification of documentation and procedures: (i) review the existing documentation requirements and operational procedures that will result in a more efficient clearance of cargo (ii) harmonize and standardize the practices and procedures for the business community

· Development of a Community System: an integrated trade and Customs documentation system (SEW) using Information Communications Technology (ICT) and Internet to better service the trade community

· Data Administration: examine the coverage and definition of trade data and published statistical reports for dissemination through the system

Each of the above sub-committees may comprise work groups for each of the sea, air, road and rail mode of transport.
7.1.3 Lead Agency 

To develop and implement the new system, there must be a lead agency to spearhead the concept and co-ordinate activities of all the parties to be involved in the new system. Since it is a regulatory system, a government agency should head the project. At the initial stage, the lead agency would be structuring the multi-agency steering committee by identifying the members. The lead agency itself will chair this committee and act as liaison between the steering committee and the government.  

The lead agency is therefore responsible for drawing up the concept of the system, setting the policy direction for change and setting up the mechanism to implement the new system.  The final blueprint of the SEW based on feedback and discussions with all members of the steering committee and sub-committees is fine tuned by the lead agency and submitted to the government for endorsement.

7.1.4 Support from the Private Sector

The private sector will use the new system to prepare and submit their trade and Customs documentation for processing and approval.  A change is required to move from manual submission to electronic submission. The government agencies must ensure that the new system has the total support of the private sector.

7.1.5 Training and Technical Support

Comprehensive training programs need to be developed to train the staff of both the public and private sectors on how to use the new system effectively.  Such courses should be conducted regularly well in advance of the system implementation.  Ready technical support in the form of a Help Desk and technical support teams must also be set up to provide immediate assistance when a user has problems in understanding or operating the system.

To minimise risk and ensure success, the lead agency should consider a phased implementation of the new system. Phased implementation can take two forms as follows:

· Selected Documents and Goods - During the initial period, the system only accepts the simpler type of documents such as those for non-dutiable and non-controlled goods for processing.  After the system has been tested and stabilized, the lead agency may consider extending the system to accept for processing the documents for other goods such as dutiable, controlled or quota items.

· Pilot Group - The system could initially be configured to accept a pilot group of users in the initial period.  At launch, it is not certain that the new system will operate smoothly.  It will be a disaster if the “big bang” method is adopted and fails.  This will affect the entire business community.  For the first phase, a pilot group of users may be selected to use the system.  After the system has been found to function well, then the lead agency may open the system gradually to other users. 

Once the system is found to be working smoothly, the lead agency may then set a deadline for all users to use the system by a certain date following which they will have to pay a punitive charge if they continue to use the manual system for submission and processing.

7.1.6 Document Facilitation Centre

The setting up of document facilitation centres is critical to the acceptance and success of the new system. There may be a large number of small and medium enterprises that do not have the daily volume to justify buying a computer system to prepare and submit their trade and Customs documents.

For such enterprises, the lead agency should encourage the use of document facilitation centres.  These centres are registered users of the system.  However, instead of preparing and submitting the documents for their own trade, they do it on behalf of the enterprises. They will levy a fee to provide such services.

The documentation facilitation centre will come in useful in the event the traders or customs brokers’ computer system is down or unavailable. 
7.2 Customs Level

7.2.1 Role of DGA
The DGA shall be responsible for the planning, evaluation, procurement, implementation and commissioning of the recommendations involving customs proposed in this strategic review. The DGA shall establish a Project Steering Committee to provide overall leadership and direction, set objectives and priorities, allocate resources and make key decisions for the overall program. The Project Steering Committee will guide and monitor the work of each of the Project Management Committee. The Project Steering Committee should be chaired by the Director General of Customs or his deputy and comprise heads of the relevant directorates. For each or a group of the specific areas identified in the review, there will be a Project Management Committee established to draw up overall project plan and implementation schedule for the component, review options and recommendations, remove internal roadblocks and facilitate change management. The Project Management Committee will supervise and evaluate the progress of the Project Work Groups. The Project Management Committee should be chaired by the head of division or his appointed specialist or expert in the relevant field. Members of this committee should be section heads and managers with selected participation of technical experts. Under each of the Project Management Committee, Project Work Groups will be established to draw up detail implementation plan and schedule and put up regular progress report. If procurement is involved, the Project Work Group will be responsible for the preparation of tender specifications, evaluate and recommend successful bidder, supervise all supplier’s activities, test and accept the commissioning of the project. The Project Work Group shall be responsible for the successful implementation and execution of the recommendation under its charge. During the initial stage of implementation, the work group will review, evaluate and fine tune the processes and changes if necessary. Project Work Groups should consist of experienced staff who are experts in their own field.

7.2.2 Implementation Plan for the Integrated Customs Management System

7.2.2.1 Preparatory Stage

The overall implementation for ICMS must be carefully planned as it is not just a system change but change in processes, workflow, work procedures and work habits. The users must be prepared technically on how to use the new system as well as prepared mentally to adopt the new system. A Change Management Plan must be drawn up detailing the list of stakeholders affected, areas of concern and steps to address these concerns. Stakeholders buy-in briefing sessions must be conducted to inform them of the imminent change and the benefits of the change. Training sessions must be conducted to ensure the users know how to use the system. Some of the stakeholders should be identified to participate in the User Acceptance Test of the system. 

7.2.2.2 
Phased Implementation

As the ICMS comprises many functions and covers all customs locations throughout the country, the implementation approach should be a phased implementation instead of a big-bang approach which has more risk. The phasing of the implementation must be planned carefully taking into consideration the logical sequence or phases, possible disruptions to users during the cut-over, co-existence of the old and new systems during the transition period and most importantly, management and user departments must agree with the implementation plan.  For each phase of implementation, there must be a period of trial run (testing of the system in actual environment) and parallel run (execution of both old and new system and cross-checking that both output and outcome are the same) before the actual cut-over to the new system. 

Data Migration

The implementation of ICMS involves migrating data from the existing system to the new database. A detail migration plan must be worked out detailing the sequence of migration ie which database, which data file or table to be migrated first, followed by the next, etc. The sequence will be based on the system logic ie certain data must be in place first before the next database is to be created. A implementation contingency plan must be worked out.  The contingency plan must indicate the next course of action if the migration or implementation fails at any particular step. Procedures must be established to verify the data after migration and ensure it is successfully executed before proceeding to the next step.

7.2.2.3 Implementation Schedule

A broad implementation schedule for ICMS is in Appendix 8. The schedule starts from the procurement process to the system cut-over stage.   
7.2.2.4 Project Management


The key project management team and technical team members shall include the following: 

· Project Manager

· Technical Manager

· Operations Manager

· The Project Manager is overall responsible for managing the project.  He will monitor the progress of the project, conduct checkpoint reviews and ensure the timely and quality delivery of all deliverables.  He shall be the contact point for all matters throughout the development and implementation of the project.  
· The Technical Manager is responsible for the implementation of all the IT infrastructure and network required for the project, and ensure that the system could deliver the required performance.  
· The Operations Manager shall be responsible for the smooth operation of the system and ensure that all prescribed service levels of the project are met.  He shall take charge of the implementation of data centre and helpdesk / call centre management and facility management. 

7.3 Implementation Tracks 
The implementation of the proposed trade facilitation program should be done concurrently on three parallel tracks:

· Formation of the National Trade and Transport Facilitation Committee and the various sub-committees to spearhead the streamlining and harmonisation of data and process among customs and the competent authorities as well as to chart the implementation plan for the Single Electronic Window

· Formation of the Project Steering Committee and the various Project Management Committees and work groups within Customs to execute the planning, evaluation, and implementation of those recommendations not involving ICT
· Sourcing for funding for the procurement of the Integrated Customs Management System and the Single Electronic Window and development of a business model for its sustained operations
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Benefits

Some of the main qualitative benefits that can be derived from the recommendations include:
· electronic fund transfer will eliminate the handling of cash or cheques at the Customs office which requires the partitioning of secured areas for their collection, appointment of officers of high integrity as cashiers and maintaining a secured system for the movement of the monies collected to the banks 
· a system-driven workflow will reduce human intervention and hence result in consistency, predictability and transparency of service and faster clearance of cargo

· the practice of risk management will allow the Mozambique Customs Administration to perform more effectively and cope with the increasing demand for fast clearance and higher trade volume
· the practice of post-clearance audit will facilitate faster clearance of goods at the borders and minimize interference to legitimate trade    

· a well-trained and well-equipped work force will be able to perform its tasks more efficiently and effectively

· trade facilitation will lower non-tariff barriers and overall cost to the business community and lead to increase in trade flow  

· closer public-private partnership will lead to greater transparency of customs services and greater compliance by the traders 

9

Conclusion
Electronic trade documentation systems can greatly facilitate trade. Documents are obtained and processed easily and in a short period of time, which allows companies to practice just-in-time (JIT) stock inventory management and cut production costs.

The Single Electronic Window will result in significant savings in terms of paper, manpower and transport costs and overall transaction cost of doing business in Mozambique. More importantly, implementation of a national SEW ensures that domestic importers and exporters do not get excluded from international supply chains because they cannot exchange or process trade documents efficiently enough compared to competitors in other parts of the world.

Successful development of a SEW requires a strong support and commitment from the government to lead the effort. Close collaboration between government and private sector is required.

The strategic review of the Mozambique Customs Administration reveals that DGA has great potential to move up to a higher plane of trade facilitation and modernization, making use of advanced Information Communications Technology and adopting international practices and standards.    

However, there are several critical success factors which are prerequisite to a successful customs administration trade facilitation program.   

There must be commitment from top management within DGA as well as the government in order for the trade facilitation program to succeed. A dedicated team is required in the planning, execution, monitoring and refining of the trade facilitation process. The team should comprise staff from both the management and working level to act as a champion and change agent. Managing the change is a sensitive and critical process. Change is always resisted as it brings about uncertainty, unknown outcome and uprooting of work habits. Therefore careful change management, both internally (customs employees) and externally (trade community) is critical for the trade facilitation program to succeed.    

With the above factors in place, sincere dedication and a strong political will, the DGA will be able to progress and achieve its trade facilitation and modernization program.
Appendix 1

Strategic Options for ICT Best Practices 
SG = Singapore system, GN= Ghana system, ASYC = ASYCUDA

	Function/Feature of ICT Best Practices for Customs Administration

 
	SG
	GN
	TIMS
	ASYC

	System Functions


	YES / NO

	Manifest Capturing 
	
	
	
	

	· Web-based (online data entry via Internet)
	YES
	NO
	NO
	YES

	· Client-software (dial-up and host-to-host data transfer)


	YES
	YES
	YES
	YES

	Declaration Processing 
	
	
	
	

	· Web-based (online data entry via Internet)
	YES
	NO
	NO
	YES

	· Client-software (dial-up and host-to-host data transfer)


	YES
	YES
	YES
	YES

	Automatic Manifest-Declaration Reconciliation


	YES
	NO
	NO
	YES

	Cargo Clearance


	YES
	YES
	YES
	YES

	Transit Management with tracking of pre-defined transit time and auto-alert via email or SMS. if time is exceeded


	YES
	NO
	NO
	YES

	Tariff Management


	YES
	YES
	YES
	YES

	Duties and Taxes Processing : supports various modes of payment - cash, check, bank drafts, credit cards and real time electronic funds transfer (EFT) 


	YES
	YES
	YES
	YES

	Risk Management with Valuation Database, ‘white’ and ‘black’ traders’ list  


	YES
	NO
	NO
	YES

	Customs Control Processing


	YES
	YES
	YES
	YES

	Financial Security Management – tracking of balance and suspending transaction if security is exceeded


	YES
	NO
	NO
	YES

	Customs Cargo Management


	YES
	NO
	NO
	YES

	Express Clearance for Courier Service

 
	YES
	NO
	NO
	NO

	Duty Free Shops Management – tracking movement and inventory of 

 DFS goods 
	YES
	NO
	NO
	NO

	Traveller Management – historical records of travellers, ‘black list’  


	YES
	NO
	NO
	NO

	Reports and Statistics – pre-defined standard and regular reports; user-defined and  ad hoc report 


	YES
	YES
	YES
	YES

	Processing by Competent Authorities using one single declaration

	YES
	YES
	NO
	NO

	Features


	
	
	
	

	Able to support complex and numerous international data standards - UN/EDIFACT, UN/CEFACT, ANSI X.12, XML, ebXML, RosettaNet and other user-defined file format


	YES
	Only UN/EDIFACT
	NO
	NO

	Able to support major international transport protocol - HTTP, HTTPS, FTP, SMTP, Web Service


	YES
	Only EDIACCESS
	NO
	NO

	Workflow engine to facilitate routing of declarations to the correct agencies


	YES


	YES
	NO
	NO

	Business Rule Engine – allow user to define/update business rules through user-interface 
	YES
	NO
	NO
	NO

	Bar code printing 


	YES
	NO
	NO
	NO

	WCO Compliant

	YES
	YES
	YES
	YES

	Scalability

	YES
	YES
	YES
	YES

	Document Security Capabilities – watermark, micro print, etc

	YES
	NO
	NO
	NO

	Additional information


	
	
	
	

	What are the Databases supported?

· SG –  Oracle 9i (recommended), also support other commonly available relational databases eg MSSQL, MySQL

· GH – Oracle 7.3.4

· TIMS – Oracle 7

· Asyc – Informix 7, Oracle 9



	What Operating system is required?

· SG – Weblogic 8.1 recommended, also support other Sun Unix OS 

· GH – IBM – AIX 4.3.3

· TIMS - Unix

· Asyc – SCO Unixware, SUN OS, Linux, AIX 4.3




Appendix 2
List of Items That Require Pre-Shipment Inspection

	S/N
	ITEM
	REMARKS

	
	
	

	1
	Cereals
	Quantity exceeding 100 kg

	2
	Milled maize
	Quantity exceeding 100 kg

	3
	Sugar
	

	4
	Cooking Oil
	Quantity exceeding 20 L

	5
	Cement
	Quantity exceeding 100 kg

	6
	Chemical products
	

	7
	Medicines
	Pharmacy speciality for quantity above personal consumption

	8
	Colouring materials 
	Quantity exceeding 50 kg, selected items 

	9
	New tyres
	Exceeding 5 units

	10
	Paper
	Quantity exceeding 100 kg

	11
	Used clothing
	Quantity exceeding 100 kg

	12
	Batteries
	

	13
	Vehicles
	

	
	
	


Appendix 3
List of Duty-Free Items Allowed For Traveller Once A Month

	Tobacco products 
	200 cigarettes or 100 cigarillos or 50 cigars or 250 grams of smoking tobacco 

(not applicable to persons under 18 years of age)

	Alcoholic drinks
	1 litre of spirits and 2.25 litres of wine

(not applicable to persons under 18 years of age)

	Perfumes
	50 ml of perfumes or 250 ml of toilet water

	Pharmaceutical products
	Quantity considered  reasonable for personal consumption

	Other goods
	Up to value of US$ 50 or equivalent


Appendix 4
Description of Functions of the Integrated Customs Management System 
Core Application System
1
Manifest and Document Handling 


The cargo manifest and document handling module must 
support all types 
of transport documents: Cargo Manifest, Bill of lading, airway-bills, rail 
consignment 
notes, road transport documents and transit documents. 

The module should consist of both front-end and back-end processing. Front-end processing relates to the manifest declaration tools used by the carriers to facilitate trade lodging. Back-end processing consists of rule checks, validations and controls set by the administrating agency. 

The front-end integration should provide both web base interface for online access via the internet and a client-software (Windows-based) to connect to the system via HTTP or Web Services.    

The back-end processing should perform data validation, rule checks, controls and other document processing functions. 

2

Declaration Processing

The Declaration Module should consist of both front-end and back-end processing. Front-end processing relates to the declaration tools used by the traders to facilitate trade declaration. Back-end processing consists of rule checks, validations, controls, duty and tax calculations and collection set by the administrating agency. 

The front-end integration should provide both web base interface for online access via the internet and a client-software (Windows-based) to connect to the system via HTTP or Web Services.    

The back-end processing should perform data validation, classification and valuation, duty and tax calculation and collection. 

3
Manifest-Declaration Reconciliation

This module must ensure the reconciliation of cargo manifest data against declaration data and automatically alert administrators of possible discrepancies in goods declaration.     


4
Cargo Clearance

The function of the Clearance Module is to notify the relevant parties when the necessary processing is completed. Customs administrators are provided with facilities to validate the relevant document presented against the information stored in the system. 


5
Transit Management 

This module is to facilitate the efficient and effective movement of goods from one customs office or territory to another customs office or territory. It should perform: 

· transit transaction tracking

· discreet and complete records of goods quantities, volumes and values

· time limit setting for the transport of goods 

· automatic notification and alert for suspicious or delayed transactions     

· identification of goods with high risk classification achieved through Interfacing with Risk Management Module  

6
Tariff Management

The Tariff Management module is an important tool for the correct computation of duties and taxes. It should keep information related to Harmonized System Commodity Code, relevant customs procedures applicable for these codes, preferential tariffs applicable and relevant documents required for each tariff item. 

The module should provide the following features: 

· Maintain Harmonized System Commodity Code

· Maintain tariff items

· Attach duties to tariff items

· Attach required documents, permits or licenses to tariff items

· User-friendly graphical user interface tools for defining tax rule

· Create and maintain duty code and taxes

· Support preferential rate setting

7
Duties and Taxes Processing

The Duties and Taxes Processing module should comprise the assessment, valuation and payment and collection functions.

The Assessment module is to calculate duties and taxes for each transaction based on the customs value, classification of the goods, customs procedure, country of origin (if preferential tariff is applicable) and various fees applicable. It should take into account any exemptions or adjustments that can be applied to specific products or importers/exporters.

The function of the Valuation module is to validate the declared value of goods. It should be able to determine an accurate valuation range(s) of goods based on previous similar valid declarations or through manual settings by the customs administrators. The module should support features 

Such as:

· record information including prices and other charges in an invoice or referential format 

· categorize products within a tariff structure 

· undertake price comparisons at the commodity and product level 

· store and compare other costs such as freight and insurance 

· set “Variation Limits” to highlight declared prices that fall outside preset ranges

· key decision and statistical indicators to suggest if prices or other charges are acceptable

· facilities to generate statistics, analyze and present historical prices

· grade reliability of information, select prices to be included in statistical calculations and specify time periods for price validity

· search engine to find commodities and products 

· indication of importers suspected of undervaluing declared prices

The function of the Payment and Collection module is to account for all 
payments and refunds due on duties and taxes, provide means for the 
collection or refund of duties and taxes due and deferred duty payments. 

The module must be able to support various modes of payment, such as cash, check, bank drafts, credit cards and real time electronic funds transfer (EFT) 

8
Risk Management

The purpose of the Risk Management module is to identify declarations that have a potential risk to customs as well as provide operational teams with suspect and risk target lists. The module should include tools such as risk assessment, analytical tools and operational tools.  

The workflow for risk assessment includes Risk Profile, Intelligent Agent, Valuation Database, Compliant Trader Database, etc. The Risk Management module must have built-in artificial intelligence, including knowledge discovery and data mining to learn from historical data and identify pattern of frauds and non fraud cases. 

The valuation database should use clustering technique to cluster cases based on commodities, country of origin, unit of measurement and quantity tagged with cluster value range. 

9
Customs Control Processing

The function of this module is to record and analyze information obtained from seizure and offences, to help customs administrators to identify trends and risks. The offence and seizure database must be able to record details of seizures and offences, penalties, outcome of prosecution, etc. The statistic reports should allow analysis by importer, exporter, cargo type, value, region, etc.  
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Financial Security Management

The Security Processing module handles guarantees from respective stakeholders responsible for the goods. It manages the list of valid instruments that can be used to post the guarantee, security quota debiting and crediting, liquidation of securities, etc. 


11
Customs Cargo Management

This module manages cargo in the customs warehouse and free zones. It tracks stock movement in and out of these zones; identify cargo for auction, schedule regular inspection of cargo and track bond liability of warehouse operators. 

12

Express Clearance for Courier Service 



This module is designed for the purpose of special and flexible clearance for 
accredited courier services. 

13

Duty Free Shops Management


The function of this module is to monitor and track the movement of duty free 
goods in and out of duty free shops. It keeps an inventory of goods in each 
duty free shop. It should have the functionalities to register the receipt of 
goods into duty free shops and sales of such goods. 

14
Traveller Management

The Traveller Management module is to capture travellers’ details to accelerate customs passenger processing and enhance border control. It should interface with the Risk Management module to identify possible risk and with the Collection and Payment module for the payment of duties and taxes due.

15

Reports and Statistics
This module is to generate pre-formatted trade statistic reports on a daily, weekly, monthly, or annual basis. It should include ad hoc reporting tools to allow trained staff and management to create their own reports. 

System Software Architecture

The ICMS shall be designed and built on an infrastructure platform to enable the exchange and dissemination of data of varying formats to multiple parties, using different protocols. This is required to streamline trade documentation for the nation-wide trade facilitation framework, Single Electronic Window. 

The integrated platform shall form the base infrastructure to support the functions of ICMS. It shall comprise the following components to support its objectives:

(i)
Message Translation Engine

(ii)
Messaging Engine

(iii) Workflow Engine

(iv) Business Rule Engine 

(i)
Message Translation Engine
The message translation engine must be able to support complex and numerous data standards that are being used internationally today. They include UN/EDIFACT, UN/CEFACT, ANSI X.12, XML, ebXML, RosettaNet and other user-defined file format. 
The message translation engine shall have the flexibility to translate any message format to any message format. This should be achieved through a type designer and map designer to allow user to define the various type file and map file. It should have the following features:

· Support complex Data Structure

· Property Viewer to allow editing of element properties such as number of occurrences, mandatory or optional, data type, initiator, terminator, 

· Function Rule such as ABS(), COUNT(), MIN(), MAX() and others

· Map Compiler to achieve optimal run-time performance

· Library to store completed type files in a hierarchical manner

· Configurable to allow run-time configurations, like the location of the input and output file, verbose, log level, etc

· Command-line execution
· API to allow integration with other application

· Audit / Trace file to provide information on the status and detailed activities of the translation

· Many to many translation
· Supports multiple input source files and multiple output destination files

· Support data encoded in UTF-8

· Bad Data Handling to allow continuation even when bad data is encountered. 

(ii) Messaging Engine

The messaging engine must be able to support most of the major transport protocol used internationally. These include HTTP, HTTPS, FTP, SMTP, Web Service based on SOAP, ebXML and RosettaNet, etc. It should allow the exchange of messages in a secured manner, digitally signed and encrypted to ensure Data Integrity, Authentication, Non-repudiation and Data Confidentiality. 

The messaging engine shall have the following features:

· Adapter to forward messages to MQ, external FTP, SMTP and HTTP servers 

· Easy to develop new custom-made adapter to interface with other external systems such as timestamp, message verification, blocking of certain messages, etc

· Short Term Archive (duration is configurable) and Long Term Archive

· Distribution of message to list of recipients

· Acknowledgement such as like Delivery & Receipt Notification

· Automatic generation of notification for errors, like Non-Delivery Notification or Non-Receipt Notification 
· Filtering of incoming messages

· Perform basic EDI validations such as checking for sender field, recipient field, interchange number, etc

· Web front-end to view messages in inbox and outbox

· Web front-end for administration and set up

· Email alert notification

· Handle huge file transfer with recovery facility

(iii) Workflow Engine
The purpose of the Workflow engine is to separate the process flow (workflow) from the applications that run them. It manages the relationships among processes, interchanges data between applications and monitors the actual running of the processes. It addresses every stage of a business process from design and deployment to monitoring and control. 

The Workflow engine shall have the following features:

· Graphically design workflows using point and click operations

· Edit and delete workflows

· Execute the workflow defined through the process designer

· Supports OR-split, OR-join, AND-split, AND-join workflow operation

· Supports sequential and parallel routing and transition condition 

· Monitors the running processes

· Maintains an audit trail for all the processes

· Sends alerts to users and administrators 

· Allows users to view and execute tasks assigned to them 

(iv) Business Rule Engine

The business rule engine is an enterprise-grade Business Rules Management System, (BRMS) to empower non-technical personnel to easily create, maintain, test and deploy business rules in reduced time and effort. It will allow users to specify business policies in user-friendly terms which can then be translated directly to underlying system constructs through an automated process.  This will significantly reduce the turn-around time for implementation of new and existing policies, which in turn enables the organization to manoeuvre much more nimbly in face of constant change. The business rule engine allows an organization to separate the definition of policy from implementation and code, where rules are encapsulated in “black boxes”. Maintenance efforts will be greatly reduced.  

The business rule engine should have the following key features:

· User-friendly and drag-and-drop GUI (Graphical User Interface) to simplify the rule building task and achieve effective interaction between business analysts and the internal, efficient representation of rules.

· Compliant to open industry standards, such as J2EE, XML and JSR-94 for implementation flexibility and interoperability.

· Initial rule templates are provided for end users to construct more easily their specific business rule systems. 

· Wizards are provided to help business analysts identify and build their rules step by step. This also helps reducing the risk of writing wrong rules as inconsistencies are automatically detected on the run. Whenever inconsistencies occur, intelligent tools powered by AI techniques are used to help business analysts find the most appropriate solutions.

· Supports a collaborative or team-based development environment, which encompasses the best practices of separation of duties, reuse, access control, standardization and consistency.

· Enables the customized extension of standard conditions and rules through plug-ins.

· Supports reuse of rules, conditions and actions across projects, hence the “code-once-use-everywhere” concept.
System and infrastructure Software Requirements

The main system and infrastructure software required shall comprise:

· Application Server, a J2EE compliant application server for running the various applications. 

· Oracle Database Server, a popular and robust database management system for storing the data required for the applications.

· Web Server, the web server for hosting and giving access to the applications.

· Unix Operating System, preferably SUN Solaris 
Appendix 5
List of Special Features of the Integrated Customs Management System
1. Data is validated online at the point of entry – validation of format, valid range of values, cross-validation with other data elements, validation against database.

2. Supports online access (web-based) via internet and host-to-host link for submission of documents – allows customs brokers to submit declarations and manifest electronically online or through Electronic Data Interchange. 

3. Supports international standards of message format such as XML, ebXML, UN/EDIFACT, UN/CEFACT, RosettaNet, etc. 

4. Security features – 

a. network security using firewalls

b. authorization and authentication - using user login and password, conforming to international practices such as minimum length of password, forced change of password regularly, login id suspension after a certain number of unsuccessful attempts, etc

c. access rights control from menu level to module level and down to data element level  

d. data security using data encryption, PKI, etc.   

5. Bar code printing – to allow easy retrieval of record from the database.

6. Business rule engine – validation rules and processing rules are parameterized and configurable, providing user with the flexibility to change the rules according to business environment changes, without having to amend source codes. Variable values in the application should be parameterized and configurable by authorized users to provide flexibility for users to make changes due to change in business or operations requirements. 

7. Message Translation Engine – to allow translation of any message format to any message format, providing flexibility for exchange of data among different parties without having to change their system to conform to one message format.

8. Messaging engine – provides flexibility in connectivity to external parties using different protocols such as SMTP, FTP, Secure FTP, FTP/S, HTTP, HTTPS, etc.
9. Business Process Integrator Workflow engine – to allow user-defined workflow based on pre-define conditions or data value, track status of process.

10. The system should be i18n (internationalization) compliant to facilitate choice of language to be displayed on the User Interface screen, for example, user can choose to use Portuguese or English display.  

Appendix 6
	Alfândegas de Moçambique


DECLARATION OF FACTS FOR MOTOR VEHICLES 

NAME OF IMPORTER:_______________________________________________________

ADDRESS: ____________________________________________Tel No: ______________


     ___________________________________________   Tel No: ______________

Particulars of the Motor vehicle:

MAKE & MODEL: _____________________________________
*Auto/Manual Transmission

YEAR OF MANUFACTURE _________________ENGINE CAPACITY:___________cc

ENGINE NUMBER_____________________       CHASSIS NUMBER________________

Please tick the following (supporting documents must be attached) that come with the vehicle

(a)  Completion Inspection Certificate (CIC) Paper

(b)  Registration Paper

(c)  De-registration Paper

(d)  Data Card of the vehicle

(e)  Others, please specify________________________________

Computation of Transaction Value (Supporting documents must be attached)

1
Invoice price
__________________________*   FOB  /  C&F  /  C&I  /  CIF

2
Cost of accessories
__________________10Commission/Brokerage ___________________

3
Emission test charges 
_______________11Other Charges __________________________

4
Windscreen test charges_____________
12Freight charge __________________________

5
Registration charges ________________
13C & F_________________________________

6
De-registration charges______________
14Insurance ______________________________

7
Weight Tax _______________________
15CIF __________________________________

8
Acquisition Tax ____________________
16Exchange rate used ______________________

9  Consumption Tax ____________________________

 - - - - - - - - - - - - - - - -- - -- - - - - - - - - - - - - - - - - - -- - -- - - - - - - - - - - -- - - - - - - - - - - 

I. I hereby certify that all the above particulars declared by me are true and correct.

II. The declaration is made on the basis that price is the sole consideration.

III. There is no restriction on the use of the goods and price is not subject to conditions or considerations for which a value cannot be determined.

IV. No part of the proceeds of any subsequent resale, use or disposal of the motor vehicle will accrue directly or indirectly to the supplier.

V. The price is not influenced by the relationship between the supplier and importer.

Name
_____________________________________Signature & Date ________________________



For Official use

CUSTOMS VALUE: __________________

Valuation Officer____________________
Appendix 7
Overview of the Integrated Customs Management System
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List of Functions of the ICMS 

1
Manifest and Document Handling 


2
Declaration Processing

3
Manifest-Declaration Reconciliation


4
Cargo Clearance 


5
Transit Management

6
Tariff Management


   7
Duties and Taxes Processing


8
Risk Management 

9
Customs Control Processing

10
Financial Security Management


11
Customs Cargo Management

12
Express Clearance for Courier Service 

13
Duty Free Shops Management


14
Traveller Management

15
Reports and Statistics

Hardware Architecture
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The hardware architecture of the proposed system should comprise of a network of servers (web server, database server, application server, etc), switches, routers and firewalls. The connection to ISP (Internet Service Provider) has to be protected by firewalls. 
The network architecture comprises 3 layers:  
Core Layer

· The core of the network architecture is a Cisco Catalyst 3550 Series Switch (core switches) and a Cisco PIX 525 Firewall. 

· Each core switch has 24 Fast Ethernet port for internal and external connections and a pair of Gigabit Ethernet port for uplinks. 

· The switches are configured to have four Virtual Local Area Networks (VLANs). They are the External VLAN, Web Server VLAN, Application VLAN and the Database VLAN. 

· The VLANs are further isolated or secured when they are connected directly to the Cisco PIX 525 Firewalls. 

· In the firewalls, firewall policy is implemented to determine the accessibility between VLANs, servers and equipment.  

· Each VLAN has a link to the Cisco PIX 525 Firewall. 

Edge Layer

· The edge layer consists of the Web Server VLAN, Application VLAN and the Database VLAN. 

· Each VLAN contains the web servers, content switches, application servers and database servers. 

· The application and database servers each have a link to the core switch.

Access Layer

· This is the layer through which external internet users comes in via an internet router. This is an unsecured external VLAN. Traffic from the internet will be screened by the core firewall which will determine the permission of the access.


Server Architecture

· The architecture model used is base on 3-Tier application architecture. 

· This architecture consists of the web server tier, application server tier and database server tier. 
The web server tier could also be called as external tier, because it is accessible by external users directly through a compatible web browser.  

· Appendix 8
Broad Implementation Schedule for the Integrated Customs Management System

	S/N
	ACTIVITY
	1Q
	2Q
	3Q
	4Q
	5Q
	6Q
	7Q
	8Q

	1
	Prepare tender specifications
	X
	
	
	
	
	
	
	

	2
	Tender invitation
	X
	
	
	
	
	
	
	

	3
	Tender evaluation
	X
	X
	
	
	
	
	
	

	4
	Finalize System requirements  with selected vendor
	
	X
	
	
	
	
	
	

	5
	System development/   customization
	
	X
	X
	X
	
	
	
	

	6
	System testing and acceptance
	
	
	
	X
	
	
	
	

	7
	Technical training for IT staff  
	
	
	
	X
	
	
	
	

	7
	User Training
	
	
	
	
	X
	X
	
	

	8
	Trial and parallel run
	
	
	
	
	
	X
	X
	

	9
	System migration
	
	
	
	
	
	
	X
	

	10
	Phased implementation
	
	
	
	
	
	
	X
	X
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