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1. Introduction

Background to this topic:

• Deregulation and market integration 

• The future of the World Customs Organization and 

Customs Authorities; traditional arguments for 

Customs as a revenue raiser no longer valid; need 

for a ‘new’ economic justification for Customs 

Authorities and the WCO 

• Context for the ‘new’ economic case: the drivers 

of income growth and economic prosperity

1. Openness

2. Social infrastructure (economic institutions)



2. Openness and Income Growth

Openness
Income 

Growth

1. Trade Openness and Trade Policy Openness

2. Strong theoretical justification for trade openness:

• Classical (Adam Smith)

• Neo-classical (Heckscher-Ohlin-Samuelson)

• Endogenous Growth Theory (Romer)

 Export expansion leads to real output growth and 

generates increasing returns

 Import expansion leads to lower costs via cheaper 

imported inputs

 knowledge spillovers lead to increased productivity



2. Openness and Income Growth

Empirical Evidence supporting Trade Openness

•Export-Led Growth (ELG) hypothesis: Granger-

causality testing shows manufactured exports lead to 

higher incomes (many studies)

•Production function studies: using broad range of 

trade openness measures (X+M)/GDP; X/GDP; 

M/GDP; FDI/GDP tend to show that trade openness 

leads to higher incomes (many studies)



2. Openness and Income Growth

Empirical Evidence supporting Trade Policy 

Openness

•The challenge of finding suitable measures of trade 

policy openness that cover tariff and non-tariff 

barriers and distortions (Sachs and Warner, Edwards)

•General consensus from a range of studies is that 

greater trade policy liberalization, all other things 

held constant, leads to higher incomes (Sachs and 

Warner, Harrison, Edwards, Wacziarg and Welch, 

Panagariya)

[obvious endogeneity between trade openness and 

trade policy openess]



2. Openness and Income Growth
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3. Social infrastructure and income growth

Social 

Infrastructure

Income 

Growth

Strong theoretical justification:

• Public Institutions (Coase, North)

• Regulatory Environment (Simons, Williamson)

 Better public institutions leads to real output 

expansion and generate increasing returns

 Better market regulations tend to lower market 

transaction costs for all affected market activity 



3. Social Infrastructure and Income Growth

Empirical Evidence supporting  Social Infrastructure

Hall and Jones (1999), Acemoglu (various) show that:

•Better  public institutions (property rights and the 

rule of law); and 

•Less restrictive  regulatory environment (goods, 

labour, financial, international market regulations and 

distortions) contribute to higher incomes.

[Obvious endogeneity between public institutions 

and regulatory environment]



3. Social Infrastructure and Income Growth
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4. Openness, Social Infrastructure and Income 

Growth

Which income driver is more important to income 

growth and does it matter?

•Obvious endogeneity between openness and social 

infrastructure

•Empirical evidence is inconclusive, but evidence 

tends to favour institutions over openness (Rodrick, 

various, Dollar & Kraay).

•Does this matter? How does the WCO and Customs 

Authorities see their respective roles?



4. Social Infrastructure and Income Growth
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5. Customs and the Income Growth Channels

Where do Customs Authorities and the WCO fit into 

the two income growth channels?

A. Customs Authorities

1. Trade policy openness and trade facilitation

Trade facilitation has come to embrace the 

elimination of a wide range of non-tariff barriers 

and impediments to the free flow of goods and 

inputs including labour; need for subtle but 

powerful shift from trade facilitation to market 

facilitation and integrity.



5. Customs and the Income Growth Channels

Where do Customs Authorities and the WCO fit into 

the two income growth channels?

A. Customs Authorities

2. Regulatory environment; maintaining market 

integrity

A Customs Authority is positioned at the point where 

domestic and international markets intersect.

The notion of well-functioning markets can be a 

fragile concept.



5. Customs and the Income Growth Channels

Where do Customs Authorities and the WCO fit into 

the two income growth channels?

B. WCO

3.  The network benefits of WCO

Ensuring the integrity of outwards good flows assists 

in ensuring that the international economic 

system functions efficiently and securely.

The WCO has the potential to make a crucial 

contribution towards fostering and supporting 

global network stability.



6. Regulatory Failure and the WCO

What additional roles may the WCO play?

1. Avoiding regulatory failure

2. Helping to create regulatory harminization between 

domestic commercial policy and international trade 

openness policy.

Just as markets fail, regulation too can, and does, fail. 

Regulatory failure can be a major contributor to a 

catastrophic failure such as those that occur 

regularly within the financial sector; or it may 

contribute to economic suffocation under 

circumstances where ineffectual regulation or more 

frequently, over-regulation, functions as a 

disincentive to economic activity, innovation and 

entrepreneurial risk-taking.



7. Summary & Conclusion

1. There are two important channels of income growth: 

openness-income growth; and social infrastructure-

income growth.

2. These two channels provide the best theoretical 

framework and empirical methodology for the ‘new’ 

economic case for Customs Authorities and the WCO.

3. Custom Authorities have a role to play as part of the 

trade openness policy process and the regulatory 

environment of any individual country.

4. The WCO has a role to play in maintaining global 

standards and realizing network benefits.

5. Customs Authorities and the WCO have a role to play 

in integrating and harmonizing competition and trade 

policy.


