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Support to Kosovo customs
1.
Basic Information
1.1 Programme: IPA 2013
1.2 Twinning Number: KS 13 IB FI 01
1.3 Title: Support to Kosovo customs
1.4 Sector: Rule of Law & Public Administration Reform 
1.5 Beneficiary country: Kosovo

2.
Objectives
2.1
Overall Objective(s):
The overall objective of the project is to strengthen the rule of law sector in Kosovo and PAR.

2.2
Project purpose:
To strengthen Kosovo customs’ capacities in order to establish and implement an effective, efficient, fair and transparent HR system, thus supporting the reform and development process in accordance with EU standards. 

2.3
Contribution to National Development Plan/Cooperation agreement/Association Agreement/Action Plan

The MIPD 2011-2013 highlights the need for “improving the performance of Kosovo’s public administration with a specific focus on creating an accountable and efficient public administration, able to meet the challenges of EU integration.”

The project is moreover linked to the National Strategy against Organized Crime, whose main objective is that Customs should develop the human capacities to prevent and combat organized crime as well as the development of electronic system of exchange of data in Customs; the National Strategy against Drugs wherein the responsible authorities (police, customs, prosecutors and courts) should increase their human capacities and professional knowledge, also the law enforcement authorities should increase cooperation and coordination for the purpose of prosecution and punishment of the misuse of drugs and precursors; Strategy on IPR combating piracy and counterfeiting, Strategy on IBM - further development of communication system within agency.

The EC Progress Report 2011 highlights that enforcement of customs has improved, notably in the areas of the fight against smuggling and counterfeiting, but efforts need to be further enhanced. Furthermore, the EC Progress Report 2011 highlights that the Customs Service has made efforts to enforce IPRs, goods have been seized (and in some cases destroyed) and significant fines were imposed. The overall capacity, however, remains insufficient and enforcement continues to be a challenge. In general, counterfeit products and piracy remain issues of concern in Kosovo. 

The EC Customs Blueprints Report 2011 highlights the following points:
· Current HR systems are weak in areas such as recruitment, retention, performance management, promotion, career progression, training, development, transfer, severance, dismissal, retirement, remuneration and working conditions.

· Kosovo Customs is not fully empowered to make decisions about structure, organization and internal resource allocation. Roles, responsibilities and links between the centre and regional offices are not always clear. HR requires strengthening in areas such as recruitment, retention, performance management, promotion, career progression, development, severance, dismissal, retirement, remuneration and working conditions. The use of independent monitoring bodies to review personnel management should be adopted, and the overall HR system should be enhanced by developing and installing a MIS to link all HR policies.

· Good efforts have been made in Risk Management, but further embedding of techniques at BCPs is necessary, with particular attention being paid to passenger traffic, further development of risk profiles for cargo and the process of feedback. Greater use of joint working is necessary, building upon the good practices developed thus far; it should become standard practice rather than an occasional event. Customs enforcement has a good foundation but still needs further development.

· Generally and internally within Kosovo customs information collection and dissemination is inefficient and ineffective. Computerized information, intelligence and documentation system (s) are not implemented, currently paper based solution.

· As far as IPR enforcement is concerned, there is only limited involvement from the anti-smuggling or intelligence staff.

3.
Description
3.1   Background and justification:
Kosovo has achieved some progress in the modernization and development of its customs service. The enforcement of customs has improved, notably in the areas of the fight against smuggling and counterfeiting, but efforts need to be further enhanced. The customs service has made efforts to enforce Intellectual Property Rights (IPRs), goods have been seized (and in some cases destroyed) and significant fines were imposed. The overall capacity, however, remains insufficient and enforcement continues to be a challenge. In general, counterfeit products and piracy remain issues of concern in Kosovo. 

Current human resources (HR) systems in Kosovo customs are weak in areas such as recruitment, retention, performance management, promotion, career progression, training, development, transfer, severance, dismissal, retirement, remuneration and working conditions. Kosovo Customs is not fully empowered to take decisions about structure, organization and internal resource allocation. Roles, responsibilities and links between the centre and regional offices are not always clear. HR requires strengthening in areas such as recruitment, retention, performance management, promotion, career progression, development, severance, dismissal, retirement, remuneration and working conditions. The use of independent monitoring bodies to review personnel management should be adopted, and the overall HR system should be enhanced by developing and installing a management information system (MIS) to link all HR policies. Good efforts have been made in Risk Management, but further embedding of techniques at border crossing points is necessary, with particular attention being paid to passenger traffic, further development of risk profiles for cargo and the process of feedback. Information collection and dissemination, internally and externally, is inefficient and ineffective. 

The EULEX Strategic Review observes that the support provided by EULEX and international assistance projects has resulted in improved legislation, infrastructure, organization, management and operations. From an operational point of view, there has been good progress towards a customs service that is multi-ethnic, free from political interference, operating within a sound legal framework, cooperating with all actors. The strategic review concludes that in the technical field, Kosovo customs has reached a level that does not require EULEX support in its current form any longer. The remaining deficiencies relate mainly to issues that can be addressed at central management level and therefore, EULEX should focus monitoring, mentoring and advising activity on HQ level.
The proposed project aims to support Kosovo customs in creating a stable environment for trade and economy by balancing trade facilitation and measures against corruption, smuggling, counterfeiting and fiscal evasion. The project has two specific objectives which are closely interrelated. The first specific objective is to improve the HR system of Kosovo customs, specifically in the areas of recruitment, training and development, transfer, performance management, promotion, career progression, severance and dismissal. Strengthened administrative practices within the Kosovo customs will ensure more transparent HR processes and reduce the scope for corruption. The second objective is to support trade facilitation and law enforcement through increasing the capacities in the areas of customs valuation, post audit control (PCA) and audit and supply-chain security. Despite some progress made in this area, valuation fraud still represents a major revenue loss. In addition, further improvements are necessary in the area of risk analysis, coordination and information exchange at national and international level and establish a secure and reliable system for recording and exchanging information related to illegal trade. A well applied post-clearance control system will lighten the workload of customs officers, decrease the costs in foreign trade which is caused by customs operations, contribute to facilitation of legal trade and help combating illegal trade and the grey economy.

Kosovo Customs is a young organisation in terms of experience and in order to fulfil its early needs for staff had to go through quick and massive recruitment process. Today it is clear that a good system of performance appraisal based on merit is lacking. Despite the fact that an appraisal system is built, the system does not ensure that officials can be promoted based on their good performance or demoted if they do not perform as expected. There is lack of identification of training needs and many officials attend trainings which may not be of high relevance for their current duties. The Training unit is not closely linked with personnel unit and people are transferred from one department to another, without clear identification of their capacity. 

Current HR system in Kosovo Customs is weak in specific areas such as recruitment, training and development, transfer, performance management, promotion, career progression, severance and dismissal. Support for the HR department will aim improving the administrative practices within the Kosovo Customs ensuring more transparent HR processes and reducing scope for corruption

The identification of risks and threats is a subject of particular importance for customs, who face potentially conflicting aims of exercising strong controls while facilitating the speedy processing of legitimate trade. The conflict is minimised by the development and utilisation of effective risk profiles. The success of this is shown by the decreasing proportion of imported consignments selected for examination which are bringing increasingly successful results, which is a positive feature for both effective use of Customs resources and for trade facilitation. 

The law enforcement department of Kosovo Customs is using unsecured, diverse and technologically obsolete database systems and applications for management of business processes. Exchange of information within the law enforcement (LE) and border crossing points is either paper or e-mail based and due to several different data layers within LE the sharing of data in terms of entities (persons, means of transport and companies), operational information and data regarding seizures is very limited. The project will therefore support in the supply process of integrated law enforcement system and assist in the early stages of the usage of the system.

3.2
Linked activities (other international and national initiatives):

Overall donor coordination is the responsibility of Ministry of European Integration, which hosts regular meetings of thematic sub-working groups, as a means to coordinate donor project implementation and planning in various sectors.
Since 1999 the EU has provided support to the customs administrations in a wide range of areas (CAFAO 1999-2007, TACTA 2008 – 2009, EU-CTA 2009 -2011). Since 2008, customs has also been supported by the European Union Rule of Law mission (EULEX). 

This project complements and builds upon the activities implemented by the previous projects and ensures synergies with EULEX support. EULEX activities have been reconfigured as of 15 June 2012 and the mission activities have been downsized and more focus is put on supporting the wider EU agenda. Therefore, the project will have a crucial role in ensuring that the Kosovo customs will remain on its reform and modernisation path.

The last EU Customs Blueprint exercise was conducted in December 2010 and results published in September 2011. This Blueprint report provided benchmarks against shortfalls in operational capacity as well as areas that need improvements. This Customs Blueprint serves as an important guide in planning the activities and measures necessary for Kosovo customs to achieve its goals towards closer compliance with EU standards and also highlights the areas where further assistance would be useful.
3.3
Results:

Component 1 – Support to Human Resources System

1.1 Identified needs of legal/administrative documentation and support in developing and implementing the legal framework.

1.2 The customs structure and functions within the structure are clearly defined and in compliance with the business strategy.

1.3 Improved quality of HR system and planning. 

1.4 Developed functioning monitoring and evaluation system.

1.5 Developed incorporated system between personnel and training units.

1.6 Increased capacities to use the performance management system.

Component 2 – Trade facilitation and law enforcement

2.1 
Enhanced quality of customs valuation and reduced scope for fraud.

2.2 
Increased capacities in post-clearance control and audit.

2.3 
Further developed authorised economic operator (AEO) programme.

3.4 Activities: 

Component 1:

1.1 
Evaluation of current legal/administrative documentation and the last organisational review and drafting of needed changes.

1.2 
Evaluation of the roles and responsibilities of each function within the customs administration. 

1.3 
Preparation for future forecasting and planning system to predict and meet administration’s long-term objectives.

1.4 
Develop procedures and guidelines and provide a monitoring system to ensure proper implementation of the performance and promotion.

1.5
Develop a system to ensure an appropriate balance of training delivered to each official necessary and ensuring the functioning of the training unit and required cooperation with the HR department.

1.6
Provide training to managers directly responsible for the performance management system. 

Component 2:
2.1 
Enhance the capacities for risk-profiling for customs valuation.

2.2
Support on developing and utilizing effective risk profiles in general.

2.3
Support drafting memorandum of understanding or similar instruments for improving the co-operation with National Agencies (TAK, police, FIU etc.).
2.4 
Prepare annual audit plan and PCA manual and support in the implementation of post audit controls through on-the job training.

2.5
Support on utilizing effective investigative techniques and post audit controls.

2.6
Support in drafting memorandum of understanding to implement regular national and international co-operation to enhance exchange of information.

2.7
Support the implementation of the Supply Chain Security Road Map.

2.8
Awareness raising to economic operators.

3.5 Means/ Input from the MS Partner Administration:
3.5.1 Profile of the Project Leader: 
The MS Project Leader should be a high-ranking civil servant with broad knowledge in the area of customs, who will continue to work in his/her MS administration and devote time and efforts to the successful implementation of the twinning project.

The profile of the PL includes:

· Excellent knowledge of all processes in the area of customs legislation and strengthening the administrative capacity of the customs administration;
· Overall understanding of the problems and solutions in the sector;

· Capable of unblocking any problem at highest level;

· Good leadership skills;

· Good command of English language.

3.5.2 Profile of the RTA:  
The Resident Twinning Advisor (RTA) is expected to:

· have a university degree

· have at least 10 years of experience working in a customs administration of an EU Member State; 

· preferably be a higher graded officer in a customs administration;

· preferably have experience in customs organisation and human resources service;

· have good managerial skills and experience in managing EU projects; 

· have excellent English language skills; 

Duration of the RTA secondment will be 24 months.

3.5.3 Profile of the short-term experts: 
The profile of the Short-term experts includes:
· relevant university degree

· to have a know-how and experience in specific areas of project implementation;

· have at least 5 years of experience in their respective field;

· good written and oral command of English;

· experience in organizing and providing training, consultancy, needs and capacity assessment;

4.
Institutional Framework
Kosovo Customs is one of the two main government bodies in Kosovo in charge of collection of taxes. Following the new Kosovo Customs and Excise Code (based on the EU Customs Code of 1992) adopted on 11 November 2008, formerly UNMIK Customs Services was transformed to Kosovo Customs, in December 2008.

Kosovo Customs has developed on the basis of EU standards and is funded entirely from Kosovo Budget and currently has about 584 employees. Kosovo Customs is organized in 4 (four) main Directorates: Revenue Collection (, Law Enforcement, Legal, and Finance and Systems. Revenue Collection Directorate consist The Kosovo Customs Operational Plan, adopted in 2012, is the strategic operation framework for the Kosovo Customs. It indicates what this law-enforcement agency is mandated to provide for towards investing the public contribution from Kosovo budget. It defines the purposes and objectives that are realized through operative units, relatively Customs Directorates. This is a repetitive plan which covers a three year period of the Budget’s Framework for a mid-term period and is updated every year in the aspect of budgetary expenses and the plan of collecting budget revenues. 

Objectives of the action plan are the following:

1. Collection of due revenues in due time from VAT in importation, excise and customs duties. 

2. Promotion of communication and national cooperation with business community in Kosovo, governmental and international services with other Customs administrations in the region and broader by aspiring the permanent membership in the World Customs Organization. 

3. Development of capacities within the service in order to advance integrity, development of resources, policies, legal framework, in achieving more transparency and using best practices also in implementation of Blue print areas and achieving the standards mentioned in this document. 

4. Use of powers and procedures of Customs and Excise Code for better effect in enhancing compliance and to facilitate the economic activities in cooperation with traders. To achieve adequate equilibration amongst trade facilities and controlling, by using techniques that utilizes risk assessment, profiling and selectivity. 

5. Comprehensive functioning of customs activities in Border Crossing Points in the northern part of Kosovo.

6. Application of legal powers and maximizing the use of rule of law capacities.

	Structure of Directorates
	No of staff

	Director General and Private Office of DG-Total
	12

	Finance and Systems Director
	1

	Budget & Finance Department
	11

	Archive & Logistics Department
	40

	Human Resources Department
	22

	Procurement Department
	6

	IT Department
	8

	Finance and Systems Directorate Total
	88

	Law Enforcement Director
	1

	Anti-Smuggling Department
	56

	Compliance Department
	38

	Operation and Investigation Department
	49

	Law Enforcement Directorate - Total
	144

	Legal Director
	1

	Appeal Department
	13

	Advice and Legal procedures Department
	7

	Legal Directorate - Total
	21

	Revenue Operation Director
	1

	Borders and Customs offices Departments
	264

	Central Department
	45

	Automated Procedures department
	9

	Revenue Operation Directorate- Total
	319

	Total of staff
	584
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.
5. Budget
Indicative Project budget (amounts in million EUR) 
Total IPA Budget: 1.750.000 Euros

The co-financing requirement foreseen under IPA will be considered fulfilled according to the provision of the relevant Financing Agreement.

6. Implementation Arrangements
6.1 The European Union Office in Kosovo as Contracting Authority will manage the procurement, implementation, quality control, reporting and coordination. A Project Steering Committee will be responsible for the overall direction of the project and comprise of representatives from the beneficiary institutions and the EU Office. Monitoring will be performed centrally by the Commission. The project may be evaluated at the interim or ex-post stages under the supervision of Commission’s Evaluation Unit. The project may be audited by the Court of Auditors - in line with the standard European Commission procedures.

6.2 Contracts

One twinning contract.

7.
Implementation Schedule (indicative)
	Contracts 
	Start of Tendering/ Call for proposals
	Signature of contract
	Project Completion

	Twinning Contract 
	Q2 2013
	Q3 2013
	Q3 2015


7.1 Duration of the execution period is 24 months.
8.     Sustainability
The project will increase the efficiency and transparency of Kosovo’s public administration and will therefore have a catalytic effect on the economy by helping to create a stable environment necessary to attract foreign and domestic investors thus contributing to the sustainable economy and protection of legitimate trade and society.

9. Crosscutting issues 
Equal Opportunities and non discrimination
Promoting a more diverse (gender and ethic wise) workplace will be a strong element in strengthening the institutional capacity of both Customs Service of Kosovo. This project will ensure to address the barriers that prevent equal opportunities at the workplace. As equal opportunity is concerned main focus will be in making less traditional work-areas accessible to both genders. 

Environment and climate change
This project is expected to have a neutral impact on the environment. The projects’ operation will ensure environmental efficiency measures are respected including efficient use of resources and their recycling (e.g. paper recycling, recycling of printer toner etc).

Disaster resilience and risk prevention and management should be integrated in the planning, preparation and implementation of projects.

Minorities and vulnerable groups
This project will aim to contribute to the establishment of multi-ethnic representation in the institutions benefiting from the project, which will address the ethnic groups fairly and equitably under the law, as well as other marginalized groups.

Civil Society/Stakeholders involvement
Civil Society /Stakeholders involvement will be taken into consideration in all aspects of EU-funded activities in order to support civil society organisations to strengthen their capacities and professionalism, allowing them to engage in an effective dialogue with public and private actors and to monitor developments in areas such as management of EU funds.

10. Conditionality and sequencing
The project includes the following key conditions:

· The government continues to demonstrate its commitment to adopt and implement the EU acquis and standards in the field of customs. Capacity building in Customs requires sustained ownership and strategic commitment from the Government and significant investment in terms of resources and expertise.

· Beneficiary is fully committed to implement the project, meaning it appoints adequate qualified and competent staff to participate in the project implementation, as well as allocate appropriate working space and facilities.

No particular requirement regarding the contract sequencing will be applied.

Annexes to project Fiche
1. Logical framework matrix in standard format 
ANNEX 1: Logical framework matrix in standard format 
	LOGFRAME PLANNING MATRIX FOR Project Fiche
	
	Strengthening the Rule of Law: 03 – 2013 / 02



	Support to Kosovo customs
	Contracting period expires three years after the conclusion of the Financing Agreement
	Execution period expires two years after the final date for contracting

	
	Total IPA budget
	€ 1.750.000
	

	
	IPA budget:
	€ 1.750.000
	

	Overall objective
	Objectively verifiable indicators (OVI)
	Sources of Verification
	

	The overall objective of the project is to strengthen the rule of law sector in Kosovo.


	Positive evaluation of progress in the field of Customs.

EPAP short- and medium-term priorities successfully implemented

Progress Report recommendations successfully fulfilled.

Customs Blueprint gaps successfully fulfilled

Fact finding mission on Trade Agreement findings successfully fulfilled

SAPD conclusions effectively addressed.
	Annual Progress Reports 
Commission’s Customs Blueprints checklists

Kosovo government inputs to the Progress Reports

EPAP implementation reports

Government strategy papers and policy documents.

SAPD conclusions of Plenary meetings and meetings on Economy, Financial Issues and Statistics

Findings from the fact finding mission on Trade Agreement with EU
	

	Specific objective 
	Objectively verifiable indicators (OVI)
	Sources of Verification
	Assumptions

	- To strengthen Kosovo customs’ capacities in order to establish and implement an effective, efficient, fair and transparent HR system, thus supporting the reform and development process in accordance with EU standards. 
- To strengthen the enforcement system and trade facilitation, Risk Management, Post Audit Control and supply chain security in the fight against smuggling, fiscal evasion, organized crime and counterfeiting. 

- To support the Kosovo customs in providing fast and secure information and intelligence and in managing structured and unstructured information 

- 
	Proper HR system in place including performance assessment system

Strengthened administrative and operational capacities of HR

Customs Blueprint gaps properly addressed and fulfilled. 

Improved quality of customs valuation and post clearance audit.

Reduced scope for fraud.

Strengthened operational capacities of enforcement.

Adequate electronic system in place for storing and exchanging information within enforcement 

Customs Blueprint gaps properly addressed and fulfilled.


	Commission’s Customs Blueprint Gaps and Needs

Business Strategy objectives 

Annual report of Kosovo Customs to the Ministry of Finance 

Commission’s Customs Blueprint Gaps and Needs

Business Strategy objectives 

Annual report of Kosovo Customs to the Ministry of Finance

EPAP implementation reports


	Continuous government commitment on European integration process and achievement of best EU practices.

Sufficient human resources allocated to continue with knowledge dissemination.

Senior directors engaged with the HR reforms. 

Continuous government and customs commitment on implementing project recommendations.

Continuous commitment of stakeholders

Sufficient human resources allocated to continue with knowledge dissemination.

	Results
	Objectively verifiable indicators (OVI)
	Sources of Verification
	Assumptions

	Activity 1 – Support to Kosovo customs

Component 1 – Support to Human Resources System

- Identified needs of legal/administrative documentation and support in developing and implementing the legal framework

- The customs structure and functions within the structure are clearly defined and in compliance with the business strategy.

- Improved quality of HR system and planning 

- Developed functioning monitoring and evaluation system 

- Developed incorporated system between personnel and training units

- Increased capacities to use the performance management system.

Component 2 – Trade facilitation and law enforcement

- Enhanced quality of customs valuation and reduced scope for fraud

- Increased capacities in post-clearance control and audit

- Further developed Authorised Economic (AEO) Operator programme 


	Evaluation of HR system conducted.

The roles and responsibilities of each function in compliance with the business strategy of the Administration in place.

Job structures and grading within each functions of the Administration regularly audited to ensure fitness for purpose of each function.

Planning system in place to meet administration’s long-term objectives.

Improved delivery of trainings.

Increased results in fight against smuggling, counterfeiting and tax evasion. 

Post-clearance control and audit practices improved. Increase co-operation between all controls departments.

Systematic use of pre-arrival and pre-departure information.

Enhanced AEO programme.
	Commission’s Customs Blueprint Gaps and Needs

Business Strategy objectives 

Annual report of Kosovo Customs to the Ministry of Finance

Feedback from capacity building activities 

Twinning Reports.


	Stakeholder’s commitment to carry on HR reforms.

Stability in legal status, functions, competencies and staff of Kosovo Customs during implementation.

Effective communication and active participation of all stakeholders.



	Activities to achieve results
	Means / contracts
	Costs 
	Assumptions

	Activity 1 – Support to Kosovo customs

Component 1:

- Evaluation of current legal/administrative documentation and the last organisational review and drafting of needed changes.

- Evaluation of the roles and responsibilities of each function within the customs administration. 

- Preparation for future forecasting and planning system to predict and meet administration’s long-term objectives.

- Develop procedures and guidelines and provide a monitoring system to ensure proper implementation of the performance and promotion.

- Develop a system to ensure an appropriate balance of training delivered to each official necessary and ensuring the functioning of the training unit and required cooperation with the HR department.

- Provide training to managers directly responsible for the performance management system. 

Component 2:
- Enhance the capacities for risk-profiling for customs valuation

- Support on developing and utilizing effective risk profiles in general

- Support drafting Memorandum of Understanding or similar instruments for improving the co-operation with National Agencies (TAK, Police, FIU etc.)
- Prepare annual audit plan and PCA manual and support in the implementation of post audit controls through on-the job training;

- Support on utilizing effective investigative techniques and post audit controls

- Support in drafting Memorandum of Understanding to implement regular national and international co-operation to enhance exchange of information.

- Support the implementation of the Supply Chain Security Road Map

- Awareness raising to Economic Operators


	Twinning contract


	€ 1.750.000

	Pro-active involvement in coordination between horizontal and sectorial strategies and action plans.
Sufficient resources (both human and material resources) allocated to achieve project outputs and low turnover.

Effective communication between all stakeholders.

Twinning project will in principle built on the achievements achieved by previous projects. 

Readiness to actively participate in capacity building events.


� This designation is without prejudice to position on status, and is in line with UNSCR 1244 and ICJ Opinion on the Kosovo declaration of independence
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