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IntroductionIntroduction
• As a country’s gatekeeper, Customs has historically 

played an important role in its trade as major source of 
revenues

• Customs valuation has been a critical part of that 
revenue function especially with the universal use of ad 
valorem rates (and less use of specific rates)

• The means the determination of value as base acquire 
greater relevance to many poor and developing 
countries
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• For many countries the discretion given to customs 
authorities in valuing trade for the imposition of tariffs 
and duties has been an important source of revenues

• This is more so in developing countries which are 
often characterized by shallow tax bases

• For these reasons, efforts to circumscribe the 
valuation function (because of abuse and corruption, 
among others) have been met with resistance



Source: “Market Access for Non-agricultural Products: Revenue Implications of Trade 
Liberalization” WTO, TN/MA/W/18/Add. 2 (11 April 2003)

Import Duties as Percent of Government Revenues
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 Total Collection 
US$ million 

Share in total 
taxes, % 

Share in govt 
revenue, % 

Share of duties 
in collection,% 

Brunei        59.6  n.d. 4.0 99.5 
Cambodia        77.8  82.4 57.9 31.8 
Indonesia    8,668.0  29.8 21.6 14.9 
Lao PDR n.d. n.d. n.d. n.d. 
Malaysia    5,361.2  31.4 22.0 25.0 
Myanmar    1,489.8  n.d. n.d. 44.5 
Philippines    1,948.9  19.7 16.9 39.0 
Singapore    1,101.2  7.8 6.8 0.0 
Thailand    2,853.7  13.1 11.7 n.d. 
Vietnam          2.5  n.d. 32.2 n.d. 

 Source: CIS and SATMP (2006)

Revenue Collected by ASEAN Customs: 2003
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• The early valuation standard followed used the 
Brussels Definition of Value (BDV) based on a notional 
concept of “value” i.e. some “normal price” that 
Customs determined

• Notional “value” could not also keep track of new 
products or price fluctuations

• These variations in valuation really meant that Customs 
exercises discretion in setting a normative price to 
goods imported and not on the actual price paid by 
traders

• An alternative was to use valuations certified by Pre-
Shipment Inspection (PSI) services
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• The ACV mandates that customs valuation use the 
transactions value or the price actually paid or 
payable for the goods when sold for export to the 
country of importation adjusted in accordance 
with…(Article 1, Article VII GATT 1994)

• The manner of determining the transactions value is 
defined thoroughly in the ACV in various steps 
depending on the feasibility of the method

• The transactions value is equivalent to the invoice 
value 
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Developing Country ConcernsDeveloping Country Concerns
• Objections to the ACV at the Tokyo Round revolved 

around the use of transaction value (TV) as the 
standard for customs valuation

• The ACV then ended up as a plurilateral agreement 
with less than half of GATT contracting parties as 
signatories

• With language modifications and inclusion of 
qualifying provisions, the Agreement on the 
Implementation of Article VII of GATT 1994 became 
part of Final Act of Uruguay Round

• Yet concerns remain
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• Many feared that the use of TV would reduce trade 
revenues of developing countries in Asia threatening 
government programs

• Cases of fraud and smuggling at the ports would 
multiply as dutiable values simply rely on declarations 
of importers

• Undervaluation and under-invoicing would become 
more rampant under TV to avoid higher duty payments 
under a BDV

• Domestic producers become uncompetitive as they 
suffer from dumping with low declared import prices
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Approaches and Associated MeasuresApproaches and Associated Measures

• Most countries in Asia delayed implementing ACV 5 
years after acceding to the Agreement as provided for

• A number of countries also relied on PSI to certify 
valuations for certain products and source countries

• And in implementation a number of countries began the 
TV method on selective products before applying to all 
traded items
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Country Accede to ACV Remarks 
Cambodia 2009  
Indonesia 1997 90 percent of valuation use first method 

Difficulties understanding related parties 
Malaysia 2000 Decrease in customs revenue after ACV 

implementation 
Philippines 2000 Updating procedures 

Require domestic legislation shifting to 
transaction value in ACV 

Singapore 1997 Lack initial knowledge 
Understanding valuation of royalties 

Thailand 2000 Translating ACV into Thai 
Vietnam 2001 

 
2003 

Transaction value applied only to items 
subject to preferential duties 
All other items 

 Source: Report of Customs Valuation Seminar between Korea and ASEAN Member 
Countries (2000); other sources

Shift to Transaction Values
Selected Asian Countries
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Country Started Ended Remarks 
Bangladesh 02/00   
Cambodia 08/00   
India variable   12/05 Suspended 
Indonesia 04/85 04/97  
Pakistan 04/90 11/97  
Philippines 04/87 03/00  

Number of Pre-Shipment Inspection Services 
Africa 32 
Asia   6 
Eastern Europe   1 
South America   6 
 Source: Export Michigan; other sources

Pre-Shipment Inspection Services: Asia
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• Evidence of revenue losses from TV is mixed but the 
more rigorous studies show no losses except for short-
lived adjustments; there may be initial spurts of 
revenues

• Comparisons between PSI-certified values and invoice 
values in imports surprisingly show negligible 
differences though they may vary by industries and 
country sources

• Fraud in trade has always existed with or without TV in 
customs valuation

• There are various remedies in the WTO to address 
anti-dumping issues



Valuation Ratios by SITC (one-digit) and Time Period
Philippines

Source: Medalla and Panganiban-Castro (2000)
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• Using TV in customs valuation is only the start not the 
end of what ACV implementation requires to improve 
international trade

• Delaying implementation, using PSI services, and 
selective use buy critical time for gearing up the 
environment for ACV and undertaking associated 
reform measures

• A number of Asian countries, while already using TV for 
duty purposes, actually maintain valuation databases to 
compare declared values and to impose penalties when 
significantly lower than Customs’ prices 
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Country Remarks 
India  National Import Database 
Nepal Reference Price 
Peoples Republic of China Minimum Value Database 
Philippines Value Range Information System 
Thailand Minimum Prices on all Imported goods 
Vietnam Minimum Dutiable Prices (abolished 2004?) 
 Source: Author’s compilation

Customs Valuation Databases
Selected Asian Countries
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• ACV for most developing countries, Asia included, is a 
new paradigm, a “cultural” transformation for Customs 
from one of controls to one of facilitation

• This means new capacities in newer fields:
➜risk assessment, management and profile 

whether manual or electronic
➜advance ruling and provisions for pre-

arrival declarations and payments
➜dispute resolution  on customs valuation
➜post-clearance audit and review

among many others 
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Country Date Started Remarks 
Cambodia 1999  
Chinese Taipeh 2000  
India 2003 Post-clearance audit replaces concurrent 

audit of import documents 
Indonesia 1993  
Korea 1996 (a) case-by-case audit, (b) planned audit , 

(c) comprehensive audit 
Lao PDR 2003 Re-check declarations, maintains reference 

price list; 1-2 percent re-checked 
Malaysia 2000  
Myanmar 2005 Requires legal act; in draft amendment to 

Sea Act 
Pakistan  Single bill of entry audit (per transaction) 

or import-wise audit (per importer in a 
given period); problems with SMEs which 
donot have adequate records 

Philippines 2003 Trade information risk analysis and 
compliance audit; though started 1999 
legislation only in 2003 

Singapore 1997 New Computer Forensics Unit 
Sri Lanka 2003?  
Thailand 2001 Audited companies make up about 70-80 

percent of imports 
 

Post-Clearance Audit Selected Asian Countries

Source: Author’s compilation
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• For these new fields in a Customs “culture” capacity 
building, extensive/intensive training would be 
necessary conditions

• In ACV are specific issues where experiences 
elsewhere help to customs modernization (e.g. related 
parties and price determination)

• Overhaul of current Customs Laws or change in 
organization (e.g. institution of a Computer Forensics 
Unit in the PCA branch of the Operations Division in 
Singapore Customs)

• A broader review of Customs functions: Tariff 
collection? Internal taxes? Border Patrol? Etc.



21

 Collection of 
Excise tax 

Collection of 
Export tax 

Compilation of 
trade statistics 

 
Border patrol 

Brunei No No No No 
Cambodia Yes Yes Yes No 
Indonesia Yes Yes No Yes 
Lao PDR No No No No 
Malaysia Yes Yes No Yes 
Myanmar No No No No 
Philippines No No No No 
Singapore Yes No No No 
Thailand Yes No Yes No 
Vietnam Yes No Yes Yes 

 Source: CIS and SATMP (2006)

Selected Functions of Customs: ASEAN
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