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Setting the context: risk of product non‐
compliance in international trade

Non‐compliant shipment?
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Setting the context: risk management, safety
and trade facilitation

”Safety” risks: regulators

Pests

Pesticides

Smuggling

…

Inspection as a risk mitigation measure

”Trade facilitation” risks: business

Compliant shipment?
Non‐compliant
shipment?

Delays

Additional costs to
importers
Disrupting supply
chains

…

Inspection as a trade facilitation risk
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Pesticides

…

”Trade facilitation” risks: business

Delays

Additional costs to
importers
Disrupting supply
chains

…

Smuggling
• ”Unnecessary”
inspections
• Compromising
efficiency
• Barriers to trade

Pests

Delays
Additional costs to
importers
Disrupting supply
chains
…

”Safety” risks: regulators

”Safety” risks: regulators

Pests

”Trade facilitation” risks: business
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Pesticides

Smuggling

…

• Uninspected non‐
compliant shipments
• Compromising safety
• Liability of regulators
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Product non‐compliance risk: two main
questions
“Effect of uncertainty on objectives”

How dangerous
products in the
shipment can be
when they are
non‐compliant?

How probable that
the incoming
shipment contains
non‐compliant
products?

Setting the context: risk of product non‐
compliance in international trade

Non‐compliant shipment?
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Setting the context: risk of product non‐
compliance in international trade

Non‐compliant shipment?

High
probability
of non‐
compliance

New shipment

Characteristics
of shipments
(previous years)

Matching
results with
shipments
characteristics
Compliance
Rules

Level of risk:
Probability of
non‐compliance
Consequences
of non‐
compliance

Real inspection
results
(compliant/non‐
compliant)

Medium
probability
of non‐
compliant

Low
probability
of non‐
compliance

Frequency
every X
shipment

Frequency
every X
shipment

Confidence
level X
Level of
detection Y

Frequency
every X
shipment

Frequency
every X
shipment

Confidence
level X
Level of
detection Y

Not
inspecting

Frequency
every X
shipment

Confidence
level X
Level of
detection Y

Medium
harm when
non‐
compliant

Very high
harm when
non‐
compliant

Low harm
when non‐
compliant
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Implementing the risk management principles
of the WTO agreements
“Customs related”
risks

Operational risks

Trade Facilitation Agreement

Trade Facilitation Agreement

• Proportionality of
regulatory requirements
• Proportionality of
compliance procedures
• Systemic risk management
• regulatory authorities
should develop and
maintain a risk management
system for management
non‐compliance risks

• Principles of tolerable level
of risks
Product non‐
compliance risks

TBT

SPS

• the release of low‐risk
consignments “could be
expedited”

• Principle of prioritizing
inspections based on risk

Product non‐compliance and customs risks: a
big difference
Product vs. shipment evaluation
Limited vs. unlimited number of risks
“Safe when compliant” vs. “not necessarily safe when compliant”
Different nature of checks and associated costs
Different product grouping
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The role of the Customs
• Central role of the Customs in
border management
• Central roles of the Customs in risk
management
• Central role of the Customs in
coordination activities

Objectives of the recommendation
• Filling the gap – importance of product non‐compliance risks in
international trade
• Approaches on cost‐effective implementation
• Cooperation among product regulators and the Customs:
• IT infrastructure
• Data integration

• Main part (Annual Session 2019)
• Annexes (Annual Session 2020)
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Import compliance as a part of a regulatory
system: risk of non‐compliance
On which products/shipments to
focus in surveillance/import
compliance?

Which CA schemes are adequate
for different products/companies?

Are regulatory requirements
proportionate to risks they were
set out to address?

Non‐compliant • Market surveillance/import
products must compliance and management of
non‐compliance risk (factors)
be removed

Non‐compliant
products must not
be placed/imported
Dangerous products must not
be produced
List of regulated products

• Conformity assessment
requirements and
procedures
• Legislation,
requirements,
standards and
regulatory agencies

How much risk is acceptable/tolerable? and when is a regulator liable?

Developing compliance rules
Data on
previous
shipments

Compliance
Rules:
Ministry of
Agriculture

Inspection
results:
pests
(Yes/No)

Data on
previous
shipments

Compliance
Rules:
Customs

Inspection
results:
smuggling
(Yes/No)

Data on
previous
shipments

Compliance
Rules:
Ministry of
Health

Inspection
results:
pesticides
(Yes/No)

Non‐compliant shipment?
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Single Risk Management Window
Information on the
incoming shipment

Goods declaration
Cargo declaration

Compliance rules
(Regulator 1)

Compliance rules
(Regulator N)

The Customs profiling
system

Probability of non‐
compliance
Level of harm
Red light 1

Probability of non‐
compliance
Level of harm
Red light N

Introduction
• Taking into account the wide range of risks present within an international trade
• system,
• Noting that these risks include at least trade‐facilitation, customs and product non‐
compliance related risks,
• Taking into account the principles of the WTO TBT, SPS and Trade Facilitation agreements,
as well as those of international standards on risk management and of previous WP.6
recommendations,
• Recognizing the need for systematically and proportionately addressing all risks present
within an international trade system,
• Stressing the need for coordinated and systematic risk management to be applied by all
regulatory agencies involved in border management,
• Underlining the central role of the Customs Authorities in border management and
generally high level of data processing infrastructure available at the Customs,
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Introduction
• Reminding that the Customs Authorities are owners of critical
information required for performing an evaluation of trade related
risks, including the risks of product non‐compliance,
Highlighting that:
• Management of product non‐compliance risk is of particular
importance for providing safety of consumers, society and
environment, as well as for achieving fair market competition,
• Management of product non‐compliance risk, especially import
compliance procedures performed by product regulators at the
border, has a strong impact on and often hampers trade facilitation,

Recommends that

10

21/11/2019

Integrated approach
• Governments develop and implement an integrated risk management
strategy for systematically addressing all trade‐related risks within
border management procedures, including customs‐related, trade
facilitation and product non‐compliance related risks.
• Governments ensure that processes required for management of
product non‐compliance risks are integrated into processes aimed at
addressing customs related and trade facilitation risks.

Evaluating the risk of non‐compliance
• Product regulators develop and implement procedures necessary to
explicitly address the risk of product non‐compliance within their
scope of responsibility, including within import compliance processes
at the border. These processes include:
• Those required for defining compliance rules and algorithms based on best
available data, to allow inspectors focusing on shipments that contain
products that are dangerous when non‐compliant and have a high probability
of non‐compliance;
• Establishing processes for applying these rules and algorithms at the border
upon arrival of a shipment containing products within the scope of
responsibility of the product regulator.
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Applying compliance rules
• Governments establish/strengthen cooperation among product regulators
(whose product are involved in international trade) and customs authorities in
management of product non‐compliance risks by establishing the following
processes:

• Allowing the Customs to provide product regulators with data necessary to determining
compliance rules or applying predictive algorithms for profiling the incoming shipments, as
described in Recommendation S;
• Allowing the evaluation of the product non‐compliance risk associated with the incoming
shipments, as well as shipment clearance procedures with respect to this risk, be performed
upon shipment’s arrival:
• By product regulators based on the data supplied by the Customs within product regulator’s own IT
infrastructure, or
• By product regulators based on the data supplied by the Customs within the IT infrastructure of the
Customs, or

• By the Customs according to the compliance rules or algorithms developed by product
regulators, as described in Annexes.

Supporting product regulators
• Governments establish processes/infrastructure that allow the
Customs providing technical and methodological support to product
regulators in applying targeting and profiling techniques at the border
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WTO TFA
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