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ABSTRACT

Reasonable Methods to Improve Risk Management in

Import Clearance Procedures

Sung - Ryong Kim
graduate School of Business Administration
Cheju National University
Supervised by Professor Hwang Jeong Bong

As globalized economy at the age of worldwide fierce competition has
brought rapid and massive exchange of human beings and goods, the Korea
Customs Service has come to bear tasks to get to inconsistent policy
objectives, on the one hand, to attain veracity and legitimacy of customs
clearance for social security and national economy through fair foreign
trade, and, on the other hand, to reduce logistics cost for business through
prompt customs clearance in terms of clearance administration.

In this regard, the customs introduced risk management theory in import
clearance management along with digitalization of administration.

As the volume of trade exchange increases, and customs fraud gets
large-scaled and continue to occur, however, the customs administration
requires measures to prevent them by clearing customs procedures more
accurately.

This study aims to secure veracity of import customs clearance, by
presenting methods of improving the problems of the current system

through overall investigation into present risk management applied to import

- 103 -



customs clearance.

Generally speaking, danger is defined as "possibility of damage”. In terms
of customs administration, it involves that possibility, such as economic and
financial loss or gain, physical injury, damage and procrastination, 1is
revealed to trade, industry, or people, resulting from whether to execute
special measures or not.

Risk management 1s a scientific approach to pick up and apply all the
means possible to manage specific risks, which includes identifying or
predicting practical risks, to promote stable development through
minimization of the subsequent damage cost.

The decision—-making process of r1isk management is as follows;
identifying risks, measuring them, exXecuting optimal risk management
techniques, and reviewing and revising the execution.

The current Korea’s risk management system introduces and applies
basic concepts and techniques of risk management which were developed in
advanced customs adminstration such as that of the USA and Australia.

The risk management techniques of import customs clearance, which are
named as selection system for preferential cargo(high risk cargo)
inspection(C/S: Cargo Selectivity), make use of cargo selection by the
manifest(called Cargo C/S) and import goods selection by the declaration
(called Import C/S).

The problems of risk management in import customs clearance are

surveyed as follows;

1) For risk management organization, systematic risk management

requires a task force department such as bureau.

2) It is necessary to analyze risks and to establish the evaluation system.

3) For cargo C/S, the customs clearance depends on the on-the-job
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staff’s individual decision and the staff have different selection
standards, which causes difficulties in establishing objectivity. In
addition, import C/S hints selection problem, because the rate of

uncovering 1s low despite decreasing trend in inspection rate.

4) Digitalization for risk management in import customs clearance should

be prepared.

Solutions to the problems above are as follows;

1) Improvement of risk management organizations

First, in accordance with the importance of risk management work, the
risk management department should be newly established on an independent
"bureau” scale.

Second, the committee of risk management should be levelled up with
the head of director of the office of customs administration, instead of
present vice director of the office, which can induce the top decision
maker’s deep interest.

Third, the organization should be enlarged to local customs offices and
the persons in charge at the local offices should have much interest in risk
management.

Fourth, in order to secure speciality, goods inspection teams should be
incorporated into one, or divided into cargo C/S and import C/S, thus

getting concentrating on goods inspection.

2) Risk analysis and establishment of evaluation system

Application of precise risk management techniques should precede risk
analysis and evaluation. For this purpose, a task force team should be formed,
analysis and evaluation experts should be trained or secured, and all the staff
should be persistently disciplined, along with setup of the chain system.

3) Improvement in operation of Cargo Selectivity
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First, a series of Trade Compliance Process should be generally chained
with cargo selectivity. Especially, businesses under the standard amount of
capital(usually, individual businessmen) should be chained with types of
business in terms of trade compliance process.

Second, in order to secure accuracy of C/S, above all, the content of
shipping list should be supplemented, and in order to gain objectivity in
selection, the selection system which was dependent upon the staff’s
arbitrary choice should be standardized and applied to selection norm.

Third, the local committee for C/S task should be vitalized.

Fourth, to establish sample item test in inspection methods can improve

efficiency.

4) In order to control risks in import customs clearance, dataware house
following the decision making of risk management should be set up. It can

be paraphrased as digitalization.

To sum up, along with its theorization, the ‘establishment of the system
for risk management which can be executed faithfully is a top priority in
risk management to secure veracity in import customs clearance. In doing
so, the decision maker’'s will in risk management execution is important,

and the risk management mind should be dispersed to all the personnel.
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