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1. Key development issues and rationale for Bank involvement 
The Government of Kazakhstan is currently implementing a Customs reform aimed at improving 
revenue collection, trade facilitation, national security, and fighting corruption and improving 
business competitiveness.  The main principles of the reform have been outlined in the recently 
approved Concept of Development of the Customs Service for 2007-2010.   
 
Over the last couple of years, the Government has made important improvements in the 
functioning of customs.  The legislative basis was improved with the enactment of a new 
customs code in 2003 after extensive consultation with the private sector.  Revenue collection by 
the Customs Administration has been increasing (by nearly 35 percent in 2004) and so has the 
productivity as measured in terms of average number of declaration processed by staff (by 18 
percent in 2004).  Significant investments have been made in technology and infrastructure in the 
Customs Administration.  Steps were taken to improve integrity and good governance of customs 
with the establishment of an internal security department.  The Customs Control Committee has 
developed a strong corporate culture and willingness to adopt internationally agreed standards  
 
However, the reform agenda remains large given the complexity of a customs modernization 
reform.  The ratio between costs and revenue is very high by international standards, and 
productivity is still one half of the average South East European standard.  Perception of 
corruption remains a serious issue.   
 
The current process is not sufficiently conducive to trade or economic development, limits 
potential revenue generation, and provides opportunities for rent-seeking.  Future developments 
need to give priority to improvements in business processes and attitude/behavior of staff to 
achieve a much more ethical and trade/service oriented environment.  Customs activities need to 
be further developed on the solid base that has been built and accelerate the scope and pace of 

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed

P
ub

lic
 D

is
cl

os
ur

e 
A

ut
ho

riz
ed



modernization, or risk falling further behind business requirements and the service levels offered 
by other customs administrations, thus making the country comparatively less attractive to 
investors. As has been demonstrated in many other successful customs reform projects in the 
past ten years, the systemic change dimension in transition countries requires also a redefinition 
of the roles of customs and other border regulatory and/or enforcement agencies, and their 
functional integration in a market economy perspective.  In addition, there is a need for setting 
up of a monitoring and evaluation framework for the reform program with specific channels for 
private sector inputs, on the basis of which customs management and the government can 
evaluate the progress made in implementing the program and achieving its overall development 
objectives. 
 
In early 2005 the Government requested the Bank’s support in preparation of a blueprint for 
customs reform implementation, ensuring the appropriate synchronization and sequencing of 
interventions, and to evaluate the cost and benefits of such a reform in a multi-year framework.  
The Government believes that by implementing internationally acceptable practices for 
processing of international trade flows, it will further integrate the country into the world trading 
community, increase trade, improve the investment climate and secure the benefits from foreign 
and domestic investments in the economy.   
 
The project’s objectives are consistent with the 2004 Country Partnership Strategy, which sets 
out three pillars of Bank engagement in Kazakhstan: (i) preventing loss of competitiveness 
through appropriate macro and fiscal management; (ii) enhancing competitiveness and private 
business by building a supportive role for the state; and, (iii) building a foundation for 
competitiveness through strengthening human resources and infrastructure. In addition, the 2002 
Kazakhstan Governance and Service Delivery Report points to serious governance issues among 
the Customs Administration.  The standards of the revised Kyoto Convention regarding 
“integrity” of customs will be adhered to. The project will also involve several agencies, such as 
the border guards, road police, phytosanitary inspection, etc., and coordination and integration 
with related agencies.  
 
The project complements and broadens the Government’s current customs reform program. The 
project’s proposed design reflects the results of The World Customs Organization’s Customs 
Capacity Building framework, intensive discussions with the Government, and key stakeholders 
like the EU, IMF, regional and other trader community affiliations.  
 
The following best practices have been incorporated into the design of the project: (i) customs 
reform and modernization problems can best be addressed by developing a vision and strategies 
for reform that are based on transparent legislation and simple, well-understood procedures; (ii) 
key concepts and service level provisions can only be understood and fully agreed, and 
supported by the trader community and key stakeholders if they are described and monitored in 
business terms; (iii) modern processes can only be successfully implemented if management 
enacts performance benchmarks and measurements and installs reward systems that provide 
incentives for full commitment to reform by customs officers; and (iv) cooperation with 
multinational agencies with expertise in customs reform, e.g., the IMF and WCO, must be 
strengthened to ensure high-quality project preparation and supervision.     
 



2. Proposed objective(s) 
The development objective of the proposed project is to reform and modernize the Customs 
administration of Kazakhstan, with a view to: (i) promote internationally acceptable practices for 
processing of international trade flows by Customs, (ii) improve revenue collection, (iii) and 
reduce potential for corruption.  The project will facilitate Kazakhstan’s accession to the World 
Trade Organization.    

3. Preliminary description 
The proposed project would be executed under overall oversight by a steering committee 
comprising representatives of Customs, other public sector stakeholders, and private sector 
representatives of both local and international business communities; and a dedicated 
coordination unit provided by the Project Management component reporting directly to the 
chairman of the CCC.  The Project would consist of four basic components, the implementation 
of which would be possibly managed by different units of the CCC. 

1. An Institutional Development component that would deal with inter-agency 
arrangements (interaction between Customs and other agencies involved in external trade 
control to avoid duplication and overlap), management and organization issues, attempt 
to fine-tune the headquarters and field organizations to match new operational 
requirements, develop further the legal and regulatory framework, improve human 
resource management and training, develop a strong focus on integrity, and include any 
policy related matters that might require attention;  
2. An Operational Development component that would attempt to improve the 
processing and clearance of cargo, facilitate trade, and improve enforcement activities.  It 
would include piloting of innovative approaches to Customs operations and later deploy 
these approaches to priority areas of the country or countrywide depending on the 
Government’s views on project scope and timing;  
3. An IT and Infrastructure Development component that would attempt to provide the 
application systems, computer, telecommunications, and other technological 
infrastructure necessary to create an efficient and effective environment for Customs 
operations and management; and  
4. A Project Management component that would manage the overall change that would 
take place in the Customs Administration, ensure the timely and efficient allocation of 
resources, carry out procurement and financial management activities of the project, and 
interact with all local and international entities involved in project execution. 

 
4. Safeguard policies that might apply 
 
The project will not have any civil works or land acquisition, only minor refurbishment of rooms 
for IT connections to support information technology.  Should any additional needs be identified 
during project preparation the project team will contact the safeguards team for possible 
reclassification. 
 
5. Tentative financing 
Source: ($m.) 
BORROWER 50 
INTERNATIONAL BANK FOR RECONSTRUCTION AND 
DEVELOPMENT 

30 



Total 80 
 
6. Contact point 
Contact: Carlos D. C. Ferreira 
Title: Program Manager 
Tel: (202) 473-2608 
Fax: (202) 614-7777 
Email: Cferreira@worldbank.org

 


