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The Secretary

Senate Legal and Constitutional References Committee

Suite S1.108

Parliament House

Canberra ACT  2600

August 31st, 2001 

Dear Secretary

RE:

Senate Legal and Constitutional References Committee

Inquiry into the Outsourcing of the ACS Information Technology.

The Australian Exporters and Importers Association offers the following opinions which pertain to the subject matter of your Inquiry.

1. We believe that the Australian Customs Service (ACS) did a good job in consulting with stakeholders to develop the Accredited Client Scheme, Cargo Management Re-engineering (CMR) and the Customs Legislation Amendment and Repeal (International Trade Modernisation) Act.

Their consultation with service providers, eg. Customs Brokers and Freight Forwarders was extensive and allowed great scope for discussing the issues.  This does not mean that the ACS agreed with the service providers on all points.  For example, the Industry Working Group on Customs developed an alternative proposal which the ACS, in part, rejected.

Direct consultation with exporters and importers may have been less extensive, but certainly not less fruitful.  In this regard there are very few organised representative groups in the compliance debate, a point which is illustrated by the narrow range of submissions provided to the Legislation Committee Inquiry.  However, the ACS did create a reference panel of importers/exporters called the Business Partner Group for the purpose of developing CMR and the Accredited Client Scheme.

2. We have no comment to make on ACS dealings with EDS.

3. We support the end of the effective monopoly of data transmissions to the ACS through Tradegate/connect.com.  We understand that an argument is being promoted that this will increase costs for small and medium enterprises (SME”s).  We do not support this view.

At the heart of this debate is the existing COMPILE computer system.  It was a good system at it’s time of introduction in the ‘80s, but the subsequent IT revolution seemed to pass the ACS by.  COMPILE sits on an ACS main frame computer which SME’s (mainly brokers) can dial into via Tradegate.  This is outdated technology, expensive to run and maintain, and has been difficult to upgrade.

An attempt to update it was commenced in 1997 (see Australian Customs Notice 97/83 entitled “Future of Customs Import Entry Processing Systems”.)  This, however, has failed to deliver cost savings.  A notice issued on the day the ITM Bills passed parliament explained a 20% increase in connect.com charges to all importers in the following terms:

“The principle reason for the increase s the EDI costs associated with the processing of EDIFICE messages.  Over the past two years the number of EDIFICE users and related message volumes have almost doubled with a consequent increase in the EDIFICS processing costs.  Whilst it was anticipated when EDIFICE was introduced, that users would no longer require an interactive COMPILE connection thus allowing the networking costs to be reduced, this has not been possible.  EDIFICE users continue to require on line access to COMPILE to complete the entry process.”

(Even so, in our view a 20% rise in telecommunications costs is quite a hike for SME’s and larger businesses alike.)

Our point is simply that to address the issue of costs for SME’s, then the costly and outdated COMPILE system must first be replaced.  CMR is designed to do this.  Once a more efficient IT system is in place within the ACS then it is a question of the costs to access it and how they should be borne.

This question opens a complex debate of cost-recovery principles (which was the subject of a recent Productivity Commission Inquiry).  However, we believe that if there is an open communications gateway into the ACS’s computer systems, normal commercial competition amongst telecommunications and software providers will drive costs down for all importers and exporters including SME’s, where a monopoly arrangement has failed to do so.

There are other compliance cost issues, which probably go beyond the purview of this Inquiry.  For example, part of the current $4.27 fee for lodging data electronically with the ACS through the Tradegate/connect.com partnership includes $0.10c per entry for the “Tradegate development fund” and $0.12c per entry for the “Cargo Automation Development Fund”.  There are approximately 2 million Customs entries every year.

Both of these funds provide grants, in effect re-directing money from importers to other entities, including the ACS itself.  This is not a normal compliance function and an end to these abnormal charges could reduce data transmission costs by 5% overnight for all importers, including SME’s.

Yours sincerely

Tom Curtis

President, AEIA
