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ABSTRACT

This research systematically presents the multifarious
information and data from secondary and primary sources
to provide the results of articles and papers relative to
Customs-Business Partnership that affect the compliance
of import and export enterprises based on customs law and
regulation. The authors have established the theoretical
model to analyze the Customs-Business Partnership in
Vietnam. The authors conducted a survey involving 202
enterprises from the cities of Hanoi, Hai Phong, Dong Nai,
Ho Chi Minh, Binh Duong, and Vung Tau, respectively, on
August 2018. By using and performing a multivariate
regression method and analysis, the paper gives
predictions following the Binary logistic regression.
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RESUMEN

Esta investigacion presenta sistematicamente la
informacién y datos mdiltiples de fuentes secundarias y
primarias para proporcionar los resultados de articulos y
documentos relacionados con la Asociacion de Aduanas y
Negocios que afectan el cumplimiento de las empresas de
importacion y exportacion de acuerdo con las leyes y
regulaciones aduaneras. Los autores han establecido el
modelo teorico para analizar la Asociacion de Aduanas y
Negocios en Vietnam. Los autores realizaron una encuesta
con 202 empresas de las ciudades de Hanoi, Hai Phong,
Dong Nai, Ho Chi Minh, Binh Duong y Vung Tau,
respectivamente, en agosto de 2018. Mediante el uso y la
realizacion de un método y andlisis de regresion
multivariante, el documento da predicciones siguiendo la
regresion logistica binaria

Palabras  clave:  Alianzas  Aduanas-Negocios,
Cumplimiento, Empresas de Importacién y Exportacion,
Regresion logistica binaria.
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1. INTRODUCTION

One of the revenue-generating collecting agencies as the financial arm of the government is the customs
that implement the customs laws and regulations that primarily aimed to prevent and interrogate illegal
shipments. It is the agency that has been given the authority to access cross-border transactions, which are
considered uniquely placed among border agencies (Mikuriya: 2012). Based on traditional functions of
customs, the agency primarily acts as collecting agent for taxes and duties at the border, controlling goods
that enters and leaves the national territories and imposition of penalties on illegal or unlawful actions or
dispositions. However, in most cases, businesses express disappointments in the imposition of regulations
and mandate by customs that often the cause of frustrations with the customs officers when making
transactions with them. In fact, according to the data provided by Transparency International (2009) on
Corruption Perceptions Index 2009, customs was listed among one of the most corrupt institutions with
complicated border procedures that mostly become a hindrance on business activities. This is also
accompanied by other business complaints that include border delays and miscommunications between
custom officers (Grainger: 2010).

However; in continuous commitment to improve, the 215t century has become a gateway for establishment
of more improve custom services worldwide and according to Jeannard (2010), the adoption of client-centric
policy that emphasized the important role of customs in becoming more responsive to stakeholders by
assuring them the specific standards of service delivery and benchmark for measuring service quality. The
functions of customs evolve dramatically in response to the changing nature of pressures from both domestic
and international environments that paved the way into trade facilitation that aimed at simplifying and
harmonizing customs procedures thus, possessing major challenges to the agency. Lots of customs
administrations worldwide pursue a partnership with business and reaped valuable benefits in terms of quality
of service provision from custom authorities, including revenue collection, trade facilitation, trade security, and
citizen/industry protection (Mikuriya: 2012).

The realization has been attained, viewing the importance of implementing efficient and effective customs
administration that should start with the customs in facilitating legitimate trade wherein developing and
developed countries have to recognize and practice by partnering and interacting with the business. Ireland
et al. (2011) highlight the importance of partnerships to counter the incidence of corruption and at the same
time, a desirable attempt to reform and modermization efforts. As an example, the trade community will be
benefited lower transaction costs, prompt custom clearance, custom procedures, and predictability. However,
this is not precisely the case of the customs in Vietnam, where this study is primarily anchored (Chen et al.:
2015).

Nowadays, Vietnam's economy has integrated more and more deeply into the world economy. Import-
Export turnovers have increased rapidly in value. In particular, those turnovers grow from USD 203.66 billion
in 2010 to USD 349.2 billion in 2016. Besides, Vietnam has also signed and came into force of 10 FTAs,
concluded two FTA negotiations, and continued four other FTAs negotiations. The government has also
strengthened the enforcement of the Action Plan related to Resolution n19-2015/NQ-CP, Resolution n36a-
2015/NQ-CP, Resolution n%19-2016/NQ-CP, Resolution n?35-2016/NQ-CP, and Resolution n®19-2017/NQ-
CP in order to implement provisions of those FTA effectively and efficiently and to improve the fair and
transparent business environment. One of the most critical components of the plan is to develop the Customs-
Business Partnerships (CBP) which benefits not only efficiency of capacity-building work, customs reform and
modernization, but also transparency and predictability of customs procedures, lower transaction cost, and
voluntary compliance of import and export enterprises with customs law and regulation. Therefore, the
analysis of Customs-Business Partnerships affecting the compliance of import and export enterprises is very
significant in the theoretical approach and policy performance (Zhang & Preece: 2011).

The theoretical framework about Customs-Business Partnerships is emphasized in some papers,
including: First, Customs-Business Partnerships was based on Public-private partnerships (PPPs) which devoted
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to forms of association between the public and private sectors in the mid-1950s (Dahl & Lindblom: 1953;
Bower: 1983). Besides, the recommendations of international organizations like the OECD and the World
Bank encouraged the application of PPPs as the optimal model for resource allocation (Wettenhall: 2003). In
this context, a clear and overall definition of the partnership was given by Brinkerhoff (2002): Partnership is a
dynamic relationship among diverse actors, based on mutually agreed objectives, pursued through a shared
understanding of the most rational division of labor based on the respective comparative advantages of each
partner. The partnership encompasses mutual influence, with a careful balance between synergy and
respective autonomy, which incorporates mutual respect, equal participation in decision making, mutual
accountability, and transparency.

Second, Customs-Business Partnerships became one of the important and spirit components in the
Revised Kyoto Convention (WCO: 1999). It is evident that transitional standard 3.32, and standard 1.3, 6.8,
7.3,8.5,9.1and 9.2 of its General Annex emphasize partnerships between the customs and business informal
consultative relationships, application of special procedures for authorized persons, customs control,
enforcement of information technology and providing changes of customs law, administrative arrangements
or requirements (Wei: 2013).

Third, the Trade Facilitation Agreement including Articles 2, 7.7, 12(1) and 23(2) approaches to CBP
through main contents of comment on the proposed introduction or amendment of laws and regulations related
to the movement, release, and clearance of goods. Trade Facilitation Measures for Authorized Operators,
such as: (i) low documentary and data requirements as appropriate; (i) low rate of physical inspections and
examinations as appropriate; (iii) rapid release time, as appropriate; deferred payment of duties, taxes, fees
and charges; (iv) use of comprehensive guarantees or reduced guarantees; (v) a single customs declaration
for all imports or exports in a given period; (iv) and clearance of goods at the premises of the authorized
operator or another place authorized by Customs (WTO: 2014).

Fourth, WCO (2015) with Customs — Business Partnership Guidance paper analyses vital benefits (Win-
Win) of Customs administration, Business and Government in designing and implementing CBP, desirable
factors for successful CBP and four phases to develop CBP, including: (i) Strategic Overview and Planning,
(i) Developing Engagement Strategies, (iii) Implementation and (iv) Monitoring and Institutionalization.
Notably, the paper looks at main pillars approaching joint integrity, corruption observatory, Bi-directional
education/training, and consultation of information technology and customs procedure. Overall, in this context,
the significance of Customs-Business Partnership can be explained by Dr. Kunio Mikuriya, Secretary-General
of the WCO: ‘This CBP means that Customs cannot act alone without taking into account the interests of its
partners. It must further develop consultation, promote information exchange and cooperation, and reduce the
barriers to the smooth flow of trade by jointly identifying bottlenecks and offering solutions’ (Mikuriya: 2010).

Hypotheses of Customs-Business Partnership affect the compliance of enterprises with customs law and
regulation. Asymmetric Information Theory (1970) by George Akerlof, Michael Spence, and Joseph Stiglitz
refers to three problems related to asymmetric information, such as moral hazard, adverse selection, and
principal-agent. In approaching to customs inspection and supervision, those problems have been used to
explain the causes, the motivation of tax evasion and non-compliance of Vietnam enterprises (Vu: 2014).
Therefore, trust, transparent, and sufficient information are major factors that strongly influence the motivation
and the probability of compliance of the import and export enterprise with the customs law.

The Risk-based compliance management Pyramid approached customs management based on
assessing and identifying the compliance level of import and export enterprises. It is measured by the results
of administrative violations, criminal offenses, the ability to control, and self-assessment for errors in the
performance of customs procedures. Factors impacting on the compliance level of enterprises include: (i)
partnership between customs and enterprises facilitating customs procedures, providing information and
grace in tax payment; (ii) the clarity, transparency and strictness of the customs law fighting against the illicit
trade and tax evasion (jii) education and training of owner’ enterprises (Ayres & Braithwaite: 1992). Besides,
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the Customs - Business Partnership Guidance paper refers to one of the most important benefits of CBP that
enhances voluntary compliance from business with customs law and regulation. In particular, impact of CBP
on compliance is based on items of increased role in policy consultation and formulation process and customs
reform and modernization programs; better understanding and appreciation of customs requirements, laws
and procedures; open communication channels with Customs; better and easier access to information and
joint education/ training and retraining programmes of Customs, (WCO: 2015).

2. METHODS

The samples of the research are 202 enterprises participating in import and export activities in some cities
of Hanoi, Hai Phong, Dong Nai, Ho Chi Minh, Binh Duong, and Vung Tau in August 2016. The sample survey
was randomly conducted for import and export enterprises that attended customs training courses, regular
meetings, seminars between customs administration and enterprises at five localities having the largest export
and import turnover in Vietnam.

The questionnaire is based on the theoretical framework consisting of two main sections: (i) general
information of enterprises including 4 questions about type of operation, corporate headquarters, educational
level of enterprise director, and duration of activity in the sector, (ii). Assessing the level of the importance of
7 items from Q7 to Q13 which explain contents of Customs - Business Partnership for compliance of the import
and export enterprises with customs law and regulation (through 6 items from Q1 to Q6). The questionnaire
form is delivered directly to staff members who are working directly in the import and export activities of the
surveyed enterprises when they joined in the form of training courses or conferences or seminars or
workshops.

Applying descriptive statistics, Cronbach's Alpha test, exploratory factor analyses (EFA), and Binary
Logistic regression with the maximum likelihood estimation method, supported by SPSS.20 software.

Based on theoretical research, the regression estimation model and implementation process are
proposed as follows:

- Variables of the research model

Dependent variable (Y), the compliance of import and export enterprises with the customs law and
regulation, receives binary value, in which Y = 1 if the enterprise in compliance with the customs law and
regulation, and Y = 0 if the enterprise is non-compliance with the customs law and regulation. Y variables are
aggregated according to the mean () of the items from Q1 to Q6 with a 5-point Likert scale, which expresses
meanings from none (1) to many (5). The content of items is the application of accounting standards (Q1),
audit of financial statements (Q2), applying internal control for customs procedures (Q3), payment of taxes,
fees on time (Q4), detected commercial frauds (Q5), and prosecution or administrative penalties of customs
offices or over customs offices (Q6).

Independent variables (Xi) reflect the expected factors (contents of Customs -Business Partnership)
affecting customs compliance of import and export enterprises. The X variables represent the 3 factors
proposed in the theoretical model. Support of the customs administration for the import and export enterprises
(X1) represents the four items: Q7 (enterprises join free training courses and seminars related to new customs
law, regulations and requirements organized by Customs), Qs (enterprises join free training courses and
seminars related to contents of customs valuation, harmonized system of goods, origin of goods, intellectual
property rights, and administrative statements organized by Customs), Qg (enterprises join free training
courses and seminars related to contents of risk management, compliance management in customs context,
post clearance audit, and components and operations of VNACCS/VCIS systems organized by Customs) and
Q1o (enterprises join free annual conference, regular meeting, and seminars organized by Customs); Formal
consultation of Customs administration for the import and export enterprises (X2) represents the 2 items: Q11
(enterprises are enthusiastically supported by customs officers about formal consultation in enforcement of
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customs procedures and information technology), Q12 (enterprises approach easily to information about new
customs law, regulation and requirements on Customs websites or Customs office buildings); Joint integrity,
corruption observatory (Xs) represents item: Q13 (enterprises take part in activities of customs, Vietnam
Chamber of Commerce and Industry (VCCI) fighting against corruption, illicit trade, tax evasion). Those items
are measured by the 5-points Likert scale with the meaning of the scale from disagreement (1) to a very
agreement (5) or poor (1) to good (5). Besides, the dummy variable Edu, which is the educational level of
owner’ enterprises, has to mean value Edu = 1 if the level is over the master's degree and values Edu = 0 if it
is below.

The Binary Logistic regression model is applied and based on the Maximum Likelihood estimation method
in order to estimate the coefficients (Bi) in the linear relation between independent variables Xi and Ln (Odds)
(The probability of the compliance of the import and export enterprises with customs law and regulation)
according to the model:

Ln (Odds) = Bo + B1X1 + B2X2 + B3Xs + BsEdu +ui (1)

Odds = Po/(1-Po) where Po is the probability when Y = 1 and P= 1-Po is the probability when Y = 0.

The theoretical hypothesis proposes that the coefficients of 8+, B2, B3, B4 receive a value> 0; on the other
hand, Xi affects Ln (Odds) positively.

- The process of implementing the proposed research

Regression model of

Items and expected Items and official
CBP affecting |:> CBP affecting |:> official CBP
compliance of the compliance of the | ________ affecting compliance

import - export EAlph i import - export E Logit i of the import - export
enterprises with ' a 1 | enterprises with ! regre || enterprises with
customs law ! EFA ! | customs law ! ssion || customs law
Source: Author’s proposal
Figure 1. The process of the proposed research
3. RESULTS

Result of Cronbach's Alpha Reliability Analysis:

Carrying out a reliability analysis of Cronbach’s Alpha with six items from Q1 to Q6, which measure the
dependent variable (Y), the outcome of Cronbach's Alpha is 0.73.

Performing reliability analysis of Cronbach’s Alpha with seven items corresponding with 3 predicted
explanatory variables Xi; the correspondent results are X1 (0.858), X2 (0.6), X3 (1). Therefore, all of Cronbach’s
Alpha coefficients are over 0.6, and their corrected item-total correlation coefficients of 13 items are above
0.3. So, those 13 items are selected to carry out Exploratory Factor Analysis (EFA).

Thanks to the basis of Reliability Test Cronbach's Alpha, the research analyzes EFA with six items relating
to Y, from Q1 to Q6, and obtains KMO = 0.76 (>0.5), and value of Bartlett's Test with Sig. = 0.000 (<0.05).
The percent of the variance in initial eigenvalues extracted at 51.47% (>50%) shows that one selected factor
can explain 51.47% variation of data. Hence, the extracted scales are acceptable. The stopping point when
extracting the factor with eigenvalue = 2.48 (= 1), representing for variation part is explained by each satisfied
factor.

Analyzing EFA with seven items from Q7 to Q13, there are two new groups of factors with seven selected
items. The percent of the variance in initial eigenvalues extracted at 58.5% (>50%) shows that two selected
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factors can explain 58.5% variation of data. Hence, the extracted scales are acceptable. The stopping point
when extracting the factor with eigenvalue = 1.367 (= 1), representing for variation part is explained by each
satisfied factor. KMO = 0.790 (>0.5), and the value of Bartlett's test with Sig. = 0.000 (<0.05) interpret that
applying factor analysis is suitable. (Appendix A, B, and C)

In order to perform logit regression between two new factors (FATi) and dependent variable Y, the
research calculates the values of FATi based on items' average value in each factor. The value of response
variable Y is converted into the binary form based on the average value of items. If the value is greater than
orequal to 3.5, then Y = 1, and less than 3.5, then Y = 0.

The descriptive statistic of some variables in the model: the dependent variable Y, considered in 202
samples, has 165 samples Y = 1 (account for 81.7%) and 37 samples Y = 0 (account for 18.3%). The factors
FAT: have mean value and std. Deviation, which respectively is FAT1 (2.98 and 0.92) including items of Q7,
Q8, Q9 and Q10, FAT2 (3.41 and 0.68) including items of Q11, Q12, and Q13. FAT (explains Customs-
Business Partnership) is calculated by mean (FAT1,FAT?). It has a mean value (3.19) and std. deviation (0.65).
Besides, the dummy variable Edu which is the educational level of owner’ enterprises has mean value at 0.38
and 77 values at Edu = 1 (Edu = 1 if the level is over master degree, account for 46.1%) and 125 values at
Edu =0 (Edu = 0 if it is below, and equal master degree account for 53.9%).

Among two regressed variables, there are FAT and dummy variable Edu with dependent variable Y.
According to the output of regression, the article carries out many tests relating to the model, in which:

The first, Wald Test about the statistical significance of correlation coefficients

Factors B S.E. Wald Df Sig. Exp(B)
Edu 1.176 486 5.867 1 015 3.242

Step 12 FAT 1.070 .309 12011 |1 .001 2915
Constant | -2.099 | .924 5.158 1 .023 123

a. Variable(s) entered on step 1: Edu, FAT.
Table 1. Variables in the Equation

Wald test considers the statistical significance of factor coefficients with regard to the dependent variable
(Y) in the model. By accessing table 1, Sig. of factors FAT, Edu and Constant, in turn, have the value at 0.001,
0.015, 0.023 < 0.05, so that the the relationship between explanatory variables and explained variable has
general statistical significance over 95% and same direction with Ln(Odds), being appropriate with theoretical
model.

Step -2 Log likelihood Cox & Snell R Square | Nagelkerke R Square
1 169.1082 109 A77

a. Estimation terminated at iteration number 5 because parameter estimates
changed by less than 001.

Table 2. Model Summary

With Table 2, the outcome receives the value of -2 Log-likelihood = 169.108 is quite small and Nagelkerke R
Square = 0.177, representing the fair appropriateness of the overall model. It means 17.7% of the variation of the
dependent variable (Y) is explained by two significant independent variables in the model, 83.7% remain is
determined by other factors outside the model.
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- The omnibus test is used for hypotheses:

Ho:Bi=0
Hi:Bi #0
Chi-square Df Sig.
Step 23.263 2 .000
Step 1 Block 23.263 2 .000
Model 23.263 2 .000

Table 3. Omnibus Tests of Model Coefficients

According to Table 3 of Omnibus Tests, having Sig. = 0.000 (<0.05), the research rejects hypothesis Ho.
Hence, the overall model indicates the correlation relationship between independent variables and the
dependent variable has statistical significance with a confidence interval of over 99%.

Predicted
Observed Y Percentage Correct
.00 1.00
y 0.00 4 33 10.8%
Step 1 1.00 3 162 98.2%
Overall Percentage 82.2%

a. The cut value is .500
Table 4. Classification Table?

By table 4, in 165 export-import enterprises, which their answers are supposed to be compliance with
customs law, the model is able to forecast exactly 162 enterprises, at the rate of 98.2%. Among 37 enterprises,
which their answers are supposed to be not compliance with customs law, the model predicts precisely 4
enterprises, accounting for 10.8%. Overall, the rate of accurate predictions of the overall Binary Logistics
model is 82.2%.

The fifth, Binary Logistic Regression equation is:

Therefore, Binary logistic regression model has the regression coefficient as:
Ln(Odds) = -2.099 + 1.07FAT + 1.176 Edu 2
Then,

eﬁTz @ —2.099+1.07FAT+1.176Edu

14 eBTz 1+ e—2.099+1.07FAT+1.176Edu

4. CONCLUSION

Based on the results of the regression models and the statistical value (mean, standard deviation) of the
13 items Qi being statistically significant, some solutions are proposed to improve effectively not only Customs
- Business Partnership, but also the probability of compliance of import and export enterprises with the
customs law and regulation, in which:

Firstly, it is necessary to enhance support of the customs administration for the import and export
enterprises effectively and efficiently because the mean of FAT+ only achieves 2.98 and mean of items are
also not high, in particular: Q7 (3.3), Q8 (2.74), Q9 (2.73) and Q10 (3.13). First of all, Customs administration
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should increase both quantity and quality of free training and retraining courses, seminars related to contents
of customs valuation, a harmonized system of goods and origin of goods, intellectual property rights, and
administrative statements. Contents of the courses can approach to case study and scenario research based
on real import and export activities and enforcement of customs procedures. It is able to cooperate with the
Faculty of Customs and Tax — Academy of Finance to organize the same courses in the provinces.

Next, training courses and seminars related to contents of risk management, compliance management in
customs context, voluntary compliance, post-clearance audit, and components and operations of
VNACCS/VCIS systems should focus on main topics, such as principles, methodologies, and indicators of
risk management and compliance; process of risk management, compliance management, post-clearance
audit, also acknowledges about operations of VNACCS/VCIS systems. It is important to select customs
excellence experts to take part in those courses. Then, it is possible that Customs administration deals with
rapidly the problems and difficulties of the business related to customs procedures, guarantee, deferred
payment, tax exemption and drawback procedure in annual regular meetings and seminars. Finally, Customs
strengthen to publish and train new customs regulations for import and export enterprises at a customs office
building or regular meetings. It is also significant to enhance engagement of business about joint training
courses or regular meeting, which is identified the same as one indicator of a compliance evaluation.

Secondly, it is very important to enhance the formal consultation of Customs administration for import and
export enterprises. One part, Customs administration should improve not only technical quality of customs
officers in terms of customs valuation, harmonized system of goods, administrative statements, and new
contents of customs regulations, but also professionalism and consultation attitudes of customs officers.
Another part, it is necessary to facilitate import and export enterprises joining formal consultation related to
the determination of customs value, harmonized system classification of goods, drawback procedure, and rate
of duty. Customs are also to apply a form of automated consultations based on the interactive telephone
answering systems.

Thirdly, it is clear that Customs administration should diversify new forms of communication and
information exchange related to customs policies and regulations. It is possible to send documents to the
email of enterprises, to cooperate with telephone companies in supporting customs regulations to enterprises,
or to publish new customs regulations on important TV channels in provinces.

Fourthly, Customs administration needs to encourage customs officers and businesses to enhance
customs integrity and fighting against corruption based on the recommendation of the Revised Arusha
Declaration: Customs administrations should foster an open, transparent and productive relationship with the
private sector. Client groups should be encouraged to accept an appropriate level of responsibility and
accountability for the problem and the identification and implementation of practical solutions. Penalties
associated with engaging in corrupt behavior must be sufficient to deter client groups from paying bribes or
facilitation fees to obtain preferential treatment. Besides, it is able to improve the role of associations in
detecting illicit trade, tax evasion, and corruption in international trade and customs declaration (WCO: 1993
and 2003).

The research has achieved the target that finds two significant factors positively affecting the compliance
of import and export enterprises with customs law and regulation. Based on domestic and international papers,
this research has established a theoretical model of 4 factors with 8 items impacting compliance of import and
export enterprises. It used a multivariable regression of Binary logistic model on 202 survey samples and
identified two major factors in the same direction statistical significance affecting compliance of import and
export enterprises with customs law and regulation, including: (i) Customs-Business Partnerships; (ii) the
educational level of owner’ enterprises. In addition, the study proposes four solutions derived from the results
of the model. However, the regression model should be further studied in order to explain and detect new
influencing factors.
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