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Preface

Borders divide, Customs connects. The World Customs
Organization (WCOQO), in order to build a fair, impartial and
equitable global economic governance system, has proposed
the strategic paper of “Customs in the 21st Century” to define
the basic principles and key elements of future Customs
operations, and is promoting “SMART borders for seamless
trade, travel and transport”, to lead the international Customs
community to focus on Customs modernization, and to

safeguard the security and facilitation of global trade.

In response to the call of the WCO, China Customs has learned
from successful practices of other Customs authorities around
the world, and, based on its own situation, has undertaken an
unremitting effort to advance modernization within its
Administration. In order to adapt to the new round of
technological changes and new modes of international trade,
as well as to promote trade facilitation, safeguard supply chain
security and maintain the international free trade system and
the open global economy, China Customs develops and
publishes the Initiative on “Smart Customs, Smart Borders,

and Smart Connectivity”.



1. Background

Globalization is continuously accelerating the progress of human
civilization. Forging ahead in the midst of obstacles, it is progressively
enhancing the prosperity of international trade, as an ongoing driving
force in the improvement of people’s lives. Emphasizing inclusive and
sustainable development, globalization requires stronger global

connectivity.

Customs is an instrumental driver for safeguarding international trade
security and facilitation, and plays an indispensable role in global
economic governance. Today, global security is confronted with new
challenges arising from international trade and economic integration.
Customs control and services are facing new challenges arising from the
surge in the total volume and complexity of international trade,
emerging modes of trade represented by cross-border e-commerce,
growing fragmentation, and the intertwining of traditional and
non-traditional security threats. At the same time, all parties involved in
the global supply chain have rising expectations for trade security and
facilitation. Issues such as lack of regulatory resources, asymmetry of
information and outdated supervisory practices still hinder the
enhancement of the efficiency and effectiveness of Customs and other

border agencies.
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The 21°" century is witnessing unprecedented intensity and dynamism in
scientific and technological innovations. Along with the advent of a new
technological revolution, major disruptive technologies are creating
new industries and new forms of business, reshaping the global
economic structure, and pushing all sectors and industries to build a
new system of global economic governance to adapt to these scientific
and technological innovations. This also offers opportunities for the
international Customs community to find solutions to difficulties and

challenges.

During recent years, the international Customs community has focused
on digital development and has applied disruptive technologies to
reengineer Customs governance for better global connectivity. In 2008,
WCO proposed the concept of Globally Networked Customs (GNC) to
bring closer connections between Customs administrations. Against this
backdrop, the EU Member Customs authorities have applied block chain
to improve ATA carnet management and communication between
government and businesses. US Customs and Border Protection has
implemented US Border Pre-clearance as an innovative form of
coordinated border management. Japan Customs has applied artificial
intelligence (Al) to enhance image recognition and risk assessment
capabilities. Georgia Revenue Service has developed smart contract to
implement digital management of certificates of originl'l. The

international Customs community has come to realize that “smart”

Customs is the key to cope with various emerging challenges.

[1] Excerpted from WCO Study Report on Disruptive Technologies.



China Customs has always put technological innovation as a priority and
kept exploring and practicing in this regard. China Customs has
implemented the Golden Customs Program for building up Smart
Customs, to achieve full information technology coverage in all aspects.
The reforms implemented under nationwide integrated Customs
clearance are underway, and new models of risk prevention and revenue
collection have been established. The national single window, available
for major Customs clearance operations, has been applied at all ports of
entry. Over 90% of declarations are now processed through the single
window platform. Modern Customs control facilities and equipment
have been put into wide use. An Al-based image recognition system has
been developed and applied nationwide. In 2018, China Customs
undertook organizational restructuring and integrated the workforce
and functions of Quarantine and Inspection, putting the WCO's concept
of coordinated border management into practice. In this regard, China
Customs has deeply studied international Customs cooperation and
governance in the new era. At the 2"¢ Belt and Road Forum for
International Cooperation in May 2019, China Customs, for the first
time, proposed a new initiative known as “Smart Customs, Smart
Borders, and Smart Connectivity” (hereinafter referred to as “3S")
encouraging wolrd Customs community to jointly build a new paradigm

of smart governance.
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2. Cooperation Programs

The idea of “Smart Customs, Smart Borders and Smart Connectivity”
relies largely on the latest information technology. Applying new
thinking, new methods, new systems and new equipment, the "“3S”
initiative aims to facilitate smart Customs control, smart governance and
smart cooperation, to construct a global supply chain that connects
international Customs community and other stakeholders, and fosters

an inclusive environment for economic development.
(1)Smart Customs

“Smart Customs” encourages each Customs authority to focus on the
application of new technologies based on the level of their own
development and actual needs, and enhance development of both
hardware facilities and software systems, to achieve automated and

smart Customs control and improve efficiency.

A. Infrastructure. Develop and deploy software and hardware
infrastructure based on geographic information, intelligent
identification, source-tracing information, robots, drones, and other
new technologies; promote the modernization of both operation
control and internal management, and narrow the gaps in

development among different Customs authorities worldwide.



B. Customs administration. Integrate smart management
throughout the Customs administrative process, to optimally
allocate  human resources and assets, improve Customs
administrative efficiency, optimize internal risk controls, reduce

operating costs and enhance Customs integrity standards.

C. Customs control. Improve Customs clearance procedures,
employ Big Data technology, enhance the capability to mine, share
and apply data, and build a smart Customs operation platform to
promote early warning in logistics control, identification and
analysis of potential risks, analysis of corporate credit and product
source-tracing, to increase transparency, accuracy, fairness and

impartiality in Customs control.

25



26

(2) Smart Borders

"Smart Borders"” encourages each Customs authority, based on their
progress made in building smart Customs or related smart management,
to extend cooperative smart operations to other trans-border border
agencies, to innovate border management, to equip software and
hardware facilities, to create a new approach to effective border
management through information-sharing, cooperation in risk

prevention and control, and mutual assistance in law enforcement.

A. Border control measures. Encourage border agencies to
increase investment in infrastructure such as IT equipment, improve
automatic data collection, build information systems compatible
among different agencies, and carry out real-time data transmission

where possible.

B. Coordinated border management. Deepen the use of Single
Window, improve data standards and database development,
facilitate information-sharing and procedure streamlining among
border agencies, consolidate the foundation for Big Data
applications  across border agencies, accelerate digital
development of cross-agency information sharing, risk assessment,
violation handling, and result sharing. Our goal is to let import and
export businesses submit documents only once and save redundant

inspections.



C. Cross-border cooperation. Carry out cross-border cooperation
based on common needs in faster goods clearance, resource
sharing of cross-border control and mutual recognition of Customs
control results, unifying standards for data transmission, and
facilitating mutual-assistance in cross-border law enforcement
through joint control, remote monitoring, safety certification and
assisted investigations. Apply the idea of smart coordinated control
to cross-border cooperation, making joint efforts to tackle

challenges facing border agencies worldwide.
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(3) Smart Connectivity

"Smart Connectivity” refers to coordination among Customs
authorities, and among Customs and all other stakeholders in the global
supply chain under the frameworks of the WTO and the WCO. Under the
guidance of smart coordinated governance, it encourages all concerned
parties to adopt new technologies and equipment, so as to establish
inter-connected and real-time cooperation to achieve seamless
end-to-end management of the global supply chain and to promote the

security and facilitation of global trade.

A. Connectivity of the Customs network. Support the WCO's
GNC initiative, carry out pilot projects, and study on establishing a
global network for e-Customs based on new technologies. E.g. we
can use digital certification to eliminate various parties’ potential
misgivings about data safety, credibility and integrity arising from
data exchange and sharing in networked Customs control and thus
progressively achieve connectivity in a global network linking

Customs authorities worldwide.

B. Aligning smart Customs governance. Under the WCO
framework, promote research on coordinated governance among
Customs authorities worldwide, sharing best practices among
Customs authorities in systems, policies and standards, to achieve
consensus among the international Customs community to carry out
practical cooperation with a smart, safe, and win-win approach, to

jointly promote modernization of Customs governance worldwide.



C. Global cooperation in building a smart supply chain. Actively
implement relevant multilateral agreements such as WTO'’s Trade
Facilitation Agreement, Agreement on the Application of Sanitary
and Phytosanitary Measures, and Agreement on Technical Barriers
to Trade; make full use of international Customs standards and
systems under the International Convention on the Simplification
and Harmonization of Customs Procedures and Framework of
Standards to Secure and Facilitate Global Trade, issued by the
WCO, to explore development of the Single Window, thus
promoting seamless communication among parties in the global
supply chain, and deepening smart cooperation among all parties

for trade security and facilitation.

“Smart Customs”, as the basis for the “3S” system, is the foundation of
“Smart Borders” and “Smart Connectivity”. “Smart Borders” is the
junction of the “3S" system and extends “Smart Customs” to broader
cooperation among various sectors, countries and regions. “Smart
Connectivity”, as an extension of the “3S” system, builds on “Smart
Customs” and “Smart Borders”. It is the ultimate goal of international
Customs cooperation to achieve smart governance of the global supply

chain.

The “3S" initiative builds on the legacy of “3M” (mutual sharing of
information, mutual recognition of control, mutual administrative
assistance) and adds new contents to it. In a new era with new
technologies, 3S focuses on both hardware development, which values
application of smart facilities and technologies, and software
development, which encourages innovative concepts of Customs

governance.
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3. Vision and Goals

“3S" cooperation is an exploration of the smart concept advocated by
the WCO. Following trends in historical development, 3S serves the
interests of all parties in the global supply chain and meets all sectors’

expectations for trade security and facilitation.

It helps to improve smart management. Customs authorities of
different regions and at different stages of development can carry out
smart cooperation to comprehensively enhance their national/regional
capabilities in the application of high and new technologies,
information sharing and smart management, which will help to alleviate
the shortage of human resources, improve decision-making processes,

unleash the potential of innovation and prevent integrity risks.

It helps to optimize border management structure. Through smart
cooperation, Customs and other border agencies can innovate border
management systems and concepts, to achieve network-based
interconnectivity, system integration and data sharing, to form an
efficient and coordinated border management structure, with a gradual
reduction of management and compliance costs, significantly improved

efficiency and optimized business environment.



It helps to achieve connectivity.With more and more parties involved
in the global supply chain participating in “3S” cooperation, the
comprehensive, multi-tiered, high-level connectivity will be better
achieved, and the ability to cope with emerging trade modes and
security threats can be increased, and the challenges regarding control,

anti-smuggling, security and counter-terrorism can be effectively met.

"3S" cooperation will produce public outcomes which benefit and suit
all concerned parties, to safeguard trade security and facilitation, and
advance economic globalization to achieve greater openness,

inclusiveness, common benefits, balanced progress and win-win results.
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4. Basic Principles

Upholding the principles of joint contribution, shared benefits,
openness and inclusiveness. Cooperation under “3S” serves as an open
and inclusive platform in which Customs authorities, related agencies,
organizations and enterprises worldwide can participate in and jointly

achieve results which will benefit an even wider area.

Advancing cooperation in a tailor-made and step-by-step manner.
This principle takes into consideration the Customs management modes
adopted by various countries/regions, as well as disparities in their
respective application of science and technology. It is suggested that
cooperation be carried out in various ways and phases according to the
unique circumstances and needs of Customs in different

countries/regions.

Pursuing collective wisdom, mutual benefits and win-win results.
This principle takes into account the concerns of all parties, pools their
wisdom, seeks the convergence of interests to the greatest extent
possible, and shares results through mutual assistance, win-win
relationships, respective contributions and respective efforts among all

parties.

Giving play to the decisive role of market operations and adhering
to market rules. Comply with market rules and generally accepted
international trade practices, with governments playing an appropriate
role when necessary, so that all parties involved in the global supply

chain can fully obtain what they want.



5. Future Actions
(1) To jointly fulfill international obligations

Abiding by international economic and trade rules and fulfilling
international obligations are important components in the
implementation of “3S” cooperation. In advancing “3S"” cooperation,
Customs and border management agencies in various countries and
regions must prioritize international responsibilities and obligations,
and make good use of bilateral and multilateral cooperation
mechanisms, with an emphasis on duly implementing content related to
smart development under international conventions, agreements and
instruments (involving the WTO, the WCO and other international
organizations and agencies engaged in trade management), and striving
to incorporate “3S” cooperation into the relevant cooperation

frameworks and mechanisms.
(2) To jointly achieve consensus on cooperation

We could enhance dialogue and consultation, to enable all parties to
understand “3S”, and to fully appreciate the vital role that 3S
development and cooperation plays in promoting rapid growth in
cross-border trade, travel and transport, to boost investment in new
equipment and technologies in Customs management and other related
areas. We will give full play to the leading role of Customs in the smart
management of the global supply chain, and encourage all parties to
consider building “3S” cooperation platforms. We should align policies
and standards, to jointly explore and formulate smart cooperation plans

that are suitable for different levels and stages of development.
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(3) To jointly develop pilot projects

Mature projects with effective results can be chosen for pilots to achieve
early outcomes in key areas, which include but are not limited to: further
developing GNC, aimed at boosting cooperation among all parties on
improving data quality, unifying data standards, enhancing data
exchange and increasing data analysis and application capabilities;
speeding up development and interoperability of Single Window;
deepening the cooperation and mutual recognition among Authorized
Economic Operators (AEQ) to build a new type of partnership between
Customs and the business community; improving global monitoring
systems for epidemics, advancing international cooperation on SPS
e-certificates and establishing a networked verification mechanism.
Implement periodic assessments and share good practices in “3S”

construction and cooperation, to enrich the content of “3S” cooperation.

(4) To jointly promote multi-party participation

Promote closer ties among national/regional Customs authorities, between
Customs and businesses, and between Customs and other government
agencies. Deepen digital cooperation among Customs authorities,
improve cooperation mechanisms, promote the sharing of information and
resources, strengthen the use of new technologies, and work together to
raise the level of smart controls and services. Build a strategic partnership
between Customs and the business community, fully understand the needs
of the private sector, optimize information exchange and cooperation, and
achieve mutual benefit and win-win results. Strengthen cooperation
between Customs and other government agencies, jointly explore effective
border management solutions, and optimize the business environment for

international trade.



(5) To jointly expand development resources

Establish a liaison and coordination mechanism for “3S"” cooperation,
and conduct regular exchanges to jointly discuss priorities for future
cooperation. Establish 3S think-tank cooperation, collaborate on
relevant research and regularly publish research reports. Increase
investment in cultivating talented individuals to build and cooperatively
work on “3S”. We will explore the possibility of establishing a “3S”
development fund to support the development of Customs

infrastructure and information systems in developing countries.
(6) To jointly promote capacity building

Relying on the capacity building platforms of the WTO, the WCO and
other international organizations, we will provide multi-level and
wide-ranging support for “3S" cooperation. We will make full use of the
WCOQO'’s Customs Cooperation Fund of China (CCF-China), give full play
to the WCO Asia-Pacific Regional Training Centers (China), Customs
Training Center of BRICS (China), and Customs Training Center of the
Belt and Road Initiative, to strengthen “3S"” cooperation. Capacity
building for "“3S"” cooperation can be achieved through lectures,
seminars, training programs, attachment programs, in-field diagnosis,

etc.
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Conclusion

The future is unfolding and the only constant is change itself. “3S”
cooperation is in step with the trend towards globalization, regional
economic integration, and the modernization requirements of
international Customs. China Customs is willing to collaborate with
other Customs authorities and relevant parties to seize opportunities in
the new wave of scientific and technological transformation, to discuss
important issues pertaining to the modernization of Customs
governance, to build effective and collaborative smart borders and
promote the connectivity of the global supply chain. Through ongoing
promotion of smart Customs, smart borders, and smart connectivity, the
construction of the “3S” system can enable the international Customs
community to contribute to the global economy that is more dynamic,

open, stable, sustainable, and inclusive.
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