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| ‘jiNTRODUCTION

The Committee on Manufactures at its thlrd sess1on adopted decision 2 (III) by
which it requested the UNCTAD secretarlat to carry out a programme of work in respect -
of manufactures and: semi-manufactures, including )

"6. To make studies based, to the extent possible, on information from

. deVeloping countries about Specific cases df difficulties experienced as’

a result of non—tarlff barriers and to analyse the p0551b111t1es for the

reductlon of such barriers. The order of prlorlty for such studies should be

based on the frequency with whlch partlcular types of barrlers are mentioned;"

The Committee further decided "to set up a sessional committee at its next regular
session if this is considered useful in.the light of the documentation prepared by the
secretariat ...... with a view to identifying non-tariff barriers of concern to the
developing countries and to provide a forumpfdr\recommendations;aimed at the removal
of such barriers.! \ o | _

In pursuance of this decision, the UNCTAD gecretariat has prepared this study
concerning non-tariff barriers affecting exports of manufactures and semi-manufactures
by the developing countries. Quantitative import restrictions are the subject of a
separate report (TD/B/C.2/83 and Add.1l) and are not, therefore, dealt with hero in
detail. Another type offnon-tariffrbarrier, direct and indirect subsidization by
- governments of import and export competing industries, is likewise the subject of a
‘separate report (TD/B/C.2/89 and Add.l). Similarly, non-tariff measures arising from
restrictive business practices adopted by private business enterprises in developed
market cconomy countries, are not discussed in this study since they are the object
of another UNCTAD report. . 7 |

The present study reviews in a preliminary menner the non-tariff measures applied
by selected developed market economy countries and attempts to analyse in broad terms
the implications of these obstacles for trade in products of export 1nterest to the
developing countries. It also attempts to analyse each of the known non-tarlff )
restrictions, in the light of information available in UNCTAD and in other international
organizations, in particular in GATT,'applied‘by developed market economy countries and
" discusses some possible approaches by which these non-tariff barriers could be liberalized
| and the further work that needs to be undertaken in this field.

The study has been désigned in such a manner as to avoid, to the maximum extent

possible; any overlapping.with the activities in this field undertaken in other

i
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international organizations and is inﬁended_to supplement these activities. Its
emphasis is on those barriers which affect manufactured and semi-manufactured products
- of export interest to developing countries. The basis used for the classification of
non-fariff barriers is the commercial poliey intent of the measures under consideration
and the manner in which they operate rather than their form. The other complementary
consideration is whether or not the trade restrictive element of a particular measure
is primary, secondary or merely a seillover on the trade sector. The principal purpose
of the analysis is to indicate specific areas where furﬁher studies in depth might be
required and to facilitate the identifieation of pfactical measures that might be taken
for the liberalizatlon of trade barriers.

The study has two annexes: —/ Annex I 1nd1cates the frequency of various types of
non-tarlff barriers, and Annex II shows the likely 1nc1dence of these barriers as
applied by developed market economy countries on products of export 1nterest to

developing countries.

1/ See document TD/B/C.2/R.1/Add.l:
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* ~ . SUMMARY AND CONCLUSTONS

Sonme types of non—tarlff measures are cons1derably more 1mportant than others
for the exports of manufactures and semi-manufactures by the developing countrles ‘and
they vary a good deal. Quantltatlve restrictions appear to be of greatest immediate
. concern to the dsveloping countrles Varlable import charges are perhaps next- 1n
1mportance ‘standards regulations and domestic procurement are grow1ng in 1mportance.
Many of the otlier non-tariff barriers, though less easily identified and defined, have
perhaps a relatlvely more moderate trade restrlctlve effect although exertlng a
differential impact on the developing countrles -

The impact of non-tariff commercial pollcy measures in the developed*countries
tends to affect the developing countries diSproportionately'because‘of the concentration
of their export trade in a limited number of‘prodUCts,'the»generally higher dependence
of their economic development'on their exportyearnings and the more limited scope for:
inter-industry transfer of productive'resources. ' '

| The developing countries may well be at e disadvantages in multilateral nsgotiations.
They could benefit from any general liberalization of non-tariff measures,rbut the
lack of knowledge about obstacles of particular concern to their exporters and their
relatively limited capacity to offer counter-concessions tends to weaken their
bargaining position in negotiations. A V '

‘ This study is a further attempt to review and‘analyse in a qualitative manner the
nature and scope of selected non-tariff measures applied bJ developed market economy
countries, the mode in which they operate and their possible implications for imports
into these countries of semi—manufactured and'manufactured products of export interest

_to the developing countries. ,

The study does not claim to prov1de a definitive analysls of non-tariff barriers
and of exports of developing countries affected by these restrictions. Rather, its
primary purpose is to indicate further questions relating to these barriers as well as
further work needed to facilitate the identification of practical measures that might
be taken towards the liberalization of the barriers. )

The study does not cover all the non-tariff measures of particular concern to the
- developing countrles The 1nventory has been prepared on the basis of information
available in 1nternat10nal and natlonal sources as well as in UNCTAD. The main dlfflculty
in compiling complete information has been the inability of the developing countries so
far to identify‘with sufficient precision those’neasures that affect products of export
- interest to them. In this connexion, there is ample opportunlty for prov1d1ng these

>

: countrles with assistance in this fleld

N
Y
N
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| Perhaps a useful follow-up would be a further examination in depth of specific
nmeasures classified under Types I and II (see paragraph 9 below), including a quantitative
evaluation of the implications of these measures for trade in specific manufactured and
seni-manufactured products of export interest to the developing countries. This further
study in depth should provide a practical basis for measures aimed at the liberalization
of relevant non-tariff barriers on exports of special interest to the developing
countries. Accordingly, such a study might take the following into consideration:

(1) the developnent of a more precise and up-to-date list of products of current or
potential export interest to developing countries; (ii5 determination of representative
major exporters of each product among both developed and developing countries; '

(iii) identification of the developed countries applying non-tariff barriers which so

far have not yet been identified; (iv) developmént of an up-to-date and comprehensive
inventory, complete with relevant trade data, of non-tariff measures applied by the
developed countries to each designated product derived from all sources; (v) compilation
of additional-data from official sources, from major importers in developed countries,

as well as major exporters in the developing countries. On the basis of such a study,

it would be possible to identify those mecasures and applications which are of importance
and to estimate, at least ordinally, their restrictive impact. Such a study would also
highlight the differential impact, as between suppliers in developed and in developing

countries, of non-tariff measures.
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7 I. 'HATURE AND SCCPE OF THE STUDY
1. The present study indicates in a preliminary manner the over-all structure of
non-tariff measures applied by the developed market economy countries, and its
probable significance for the present and future export performance of the developing
countries.  The investigation exposes certain weaknesses in the data at present
available, particularly the lack of data reflecting accurately the precise nature of
non-tariff obstacles facing the exports of developing countries. It suggests the
need for further work in this field, including an examination in depth of the problem,
that would facilitate consideration of possible alternative measures for liberalizing
existing non-tariff barriers. \ -
2. The study shows that hon—tariff obstacles are of substantial impoftance for the
developing economies. Furthermore, in the absence of major change, they aré'likely
to assume even greater significance in the future. In view of present protectionist
pressures in some developed market economy countries, there is a possibility that
non-tariff obstacles on the exports of devéloping countries may increase wiﬁh the
developing countries' success in diversifying and expanding their trade into the
ranges of manufactures and semi-manufactures that have a higher content of added value.
3. The approach employed in the present investigation is that of an analysis of -
individual restrictions, rather than a country-by-country analysis of non--tariff
obstacles or an analysis of individual commodities affected by the bafriers, There
are several reasons for adopbting this approach, including the need to consider the’
consequences of different types of barriers for exports from develdpiﬂg countrieg and
the need to estimate the impact of general liberalization procedures for non-tariff
obstacles on the trade of these countries. The approach followed does nct preclude
a product-by-product anaiysis, which may well be appropriate for the purpose of
serving in the best possible manner the current and short-term export interests of
the develeping countries. '
Lo Finally, the/study outlines for various types of measures the liberalization -
techniques that may be worked out as a result of consultations on<non-tariff barriers,

 and their implications for the developing countries' exports.
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IT. STATEMENT OF THE PROBLEM - NATURE OF NON-TARIFF. BARRIERS
5. Since the conclusion of the Kennedy Round of trade negotiations, and during
the gradual application of the resulting tariff reductions, non-tariff impediments
to international trade have increasingly become the object of attention on the part
of both business and thoese responéible for shaping public policy. On the one hand,
protection-oriented interests view non-tariff measures as an attractive alternative
to tariffs for shielding domestic producers from import-competition - particularly
in view of the comparative rigidity of tariffsAand the troad range of non-tariff
devices available to them. Concurrently, those concerned with further trade
liberalization must likewise focus on non-tariff measures, both because they represent
a steadily increasing share of the remaining barriers to trade, and in order to
inhibit their use in a defensive manner as a means of offsetting reduced tariff
protection. .
6. Commensurate with the importance of nén—tariff‘measures in the general context
of international commercial policy, their role in determining the export performance
and prospects of the developing countries is of equal and perhaps even greater
significance. The impact of these measures on such basic manufactured and semi-
manufactured exports of developing countries as processed foods and other agriculture-
based products, as well as on other types of manufactures and semi-manufactures will
remain of primary concern. Non-tariff measures applied in the developed countries
could considerably influence the developing economies' ability to compete on world
markets for higher-level manufactures, particularly those with a substantial labour
content.
7. There remains considerable controversy concerning what constitutes a non-tariff
barrier to trade, and what does not. For example, does liberal licensing of imports,
under which essentially all goods are cleared virtually automatically, represent a
non-tariff obstacle? Is the existence of a national monopoly having the exclusive
authority to manufacture, import and sell a given product within a country's customs
territory a non-tariff barrier?
8. For practical reasons it might be useful as a startiné point to describe non-
tariff barriersl/ as measures other than tariffs which are directly or indirectly

under the control of the national government and which tend to restrict or distort

1/ This description does not cover non-goverrnmental obstacles to international
trade. ‘
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the wvolume, commodityncompoéition or direction of international trade. Initially,
it might be useful to 1imit consideration to measures subject te change as a result
of discretionary policy actions by public authorities. Another difficulty is inherent
in the question of,tradeudistortion, which requires Identification and - iﬁ an empirical
sense - estimation by means of comparisons betweén actuai trade figures and those
that might conceilvably be achieved in the absence of a particular non-tariff measure.
. Once a general definitioﬁ of non-tariff measures has been agreed upon, it would
be necessary to determine whether or not a given device represents a manifestation
of commercial policy: that is, whether the primary purpose of that measure is to
impede imports or stimulate exports, or whether the apparent trade—distor%ing
element is simply a side«effeét of a policy measure aimed at non-trade-related goals.
This differentiation is important both fof analytical reasons and to indicate the
prospects for liberalization. In the light of these considerations, existing non-
tariff barriers may be classified as follows: ) |

Type I: - commerciai policy measures, designed primarily to protect

import-competing suppliers from foreign competition (import-directed),

or to assist exporting suppliers in expanding their foreign markets

(export-directed};

Iype II: -- measures which are désigned to deal with problems not directly

related to commercial policy questions, but which are from time to time

intentionally employed to restrict imports (import-directed) or to

stimulate exports (export-directed);

I}jﬁijﬁ}} - measures which are consistently applied with little or no

intent to protect domestic industry; but which unavoidably produce certain

spillover effects on the trade sectof. These also may be divided into

import-direéted and export-directed groups, depending on the specific

incidence of their effects.
10. A subsidiary question relates to the manner in which a given measure exerts its
impact on trade flows. It may represent a guantitative limitation on imports or
exports, adminiétratively'restricting or prohibiting trade, or it may cause suppliers
to cut back their offers of products as a direct or indirect consequence'of its
imposition. Alternatively, the measure may impose certain costs on exporters or
importers and their distribution chanheis, raising prices at the final point of sale
and reducing absorption by the market?'or loﬁering profits and causing retrenchment

on the supply side,or both.
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11. Accordingly, the following sub-groups would appear as an appropriate édditioﬁ to
the above c1a551flcatlon system:

Group A - measures resulting in a quantltatlve limitation of trade;

Group_B - measures exsrting their trade-rastrictive impact primarily

through prices and costs. |
12. This differe ntiation is 1mportant for purposes of assessing the llkely effect-of
a rarticular non~tariff measure, as well as for facilitating the choige of ]
liberalizaticn techniques. There are, of course, instances of the épplication_of
specific non-tariff measures where the distinction becomes blurred and the preéise
operation of a given non-tariff measure is subject to some doubt. |
13, Two aspects of jidentification remain to be considered, although neither will be
teken into account as explicitly in the following discussion as the categorlzatlons

oted above.

s

4, The first concerns uncertainty. Tariffs are known quantities, facing importers

14

nd exporters as certain costs to be considered in their calculation of market’

(6]

povenvial, prices, operating expense and profitability. Some non-tariff measures
iblt the same characteristics, Others, however, have the effect of imposing varying

cegress of risk and uncertainty on traders and their distribution channels. For

cxauple, the size of import quotas may not be fixed or announced, or import licensing

iy bo dlecrsbionary. Likewise, costQimposing non-tariff measures may be very variable
or unknown to the exporter or importer until after the contractual commitment has been
finalized. Such factors may cause buyers in the importing country to switch to more
certein sources of supply, while producers in the exporting country move in search of
more sacure markets. In either case, the distortion of trade/induodd by uncertainty
may add considerably to that attributable to the causative non—tarlff measures
thersclves. .
5. The second aspect relates to the application of non-tariff barriers in terms of
bizses, or lack thereof, with respect to individual supplier or destination countries.
It wiil becoumc clear that the great majoriﬁy of non-tariff barrier applications by the
dzveloped countries do not incorporate such biases, all imports or exports being treated
eliks regardless of origin or destination. In certain instances, however, discrimination
with recpect to origin: is in fact involved. On the import side, this is particularly
true i1 the case of certain quantitative restrictions incorporating biases based on

1

rast supplier relationships or bilateral agreements. In the case of exports, such
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measures may be used to deny products considered sensitive to certain countries, or
to limit access to low—ybst raw materials and intermediate products for subsequenﬁ
re~importation inrproéessed form,
16, In summary, all non-tariff measures appiied by the developed markst-economy
countries may be identified in terms of their intent, manner of cperation, asvects of
undertainty and discriminatory featurss. Each method of identification will be employed
in the detailedAdiscussion of the individual measures, those bearing particulariy on
exports of developing countries, and the prospects for liberalization. '

\ III, EFFECTS CF NON-TARIFF MEASURES
17. The evaluation of the precise effects of non-tariff measures 1s rather difficult
in the absence of the required information and data. However, it is possible to give
some indication of their likely effects on the importing and exporting countries!
respectiﬁe balance of trade, terms of tréde, level of aggregate economic activity and
employment, prices, industrial structure and income distribution.
18, A quantitative import restriction reduces by administrative action the flouw of
goods into the implementing country, with the result that the equation of domestic
demand with domestic supply and restricted foreign supply (imports) tends to cceus at
a price higher than that prevailing in the absence of the quantitative barrier. The
higher price and the reduced foreign market-share lead to an increase in domestic
output of the product in question, drawing additional productive resources into the
protected industry. If the economy has been operating at or nsar full employment, all
or most of the increase in domestic production of the protected import-ccmpeting goods
will be met by reduced output in other sectors. If it has hesen operating below full
employment, a net increase in output, real income and employment is 1ikely to result.
At the same time, the higher prices paid by consumers or users represent for the :10st
part real income transfers to domestic suppliers and to those treders fortunate snough
to be able to import under the quantitative restriction. ’Unless import licences
issued under the quantitative barrier are sold or auctioned to domestic buyers, the
government will realize no revenue gains as a result, In the presence of effactive
competition among foreign suppliers - resulting in a roughly ccnstant offer price -
the importing country's balance of trade will improve as @ result of the quantitative
restrictions, For a country imposing a quantitative non-tariff barrier, then, cue would
expect a shift in industrial structure toward the import-competing sector, increased
prices, some loss in productive efficiency, the proépect for increased naticnal product

under less-than-full employment conditions, and an improved balance of trade.
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19. At the same time,'if the protected pfbduct is itself a significant input for -
other domestic ;ndustries, further repercussions on prices, output and economic
tructurs will be felt which can accentuate or offset the primary effects of the
restriction. Especially the favourable balince of trade expectation is placed in -
doubt, as the rising costs of user-industries jeopardize their exﬁort performance.
20. Yet another impact of quentitative restrictions is their pdssible effects on
third countries. Such barriers imposed by one country tend to deflect ths activities
of foreign exporters to other potential markets, If they in turn threaten to disrupt
iwport-competing suppliers in these third markets, =2d dditional quantitative barriers
m2y be established as a result of this pressure. The general use of such restrictions
as commercial-pclicy devices may thus expand, to the detriment of all exporting nations.
21. Quantitetive import restrictions are applied for balance-of-payments reasons and
for the protection of domestic industry, although as & policy device they are relatively
inferior and costly alternstives to other commercial’ policies which could serve the
same purposes at less cost; Depending upon their application,'these:measﬁres could
ensur: a virtually comnlete separation’ of nationel farkets &and ‘inhibit organic
adjustmerts to intermational supnly and demand shifts.
22. Tor cxportirg countries, quant itative import controls impoSed by trading partners
will in the first instance prompt a scarch for alternative markets abroad, which ma 1y
entail price concessions to znsure the requ**ed volume of absorption - implying
‘negative balance-of-trade and teims- ofnt rade effects. In the absence of adequate
substitution among export mackets, outlets will be sought in the domestic marketb.
This has further deleteriove bnlrrce—of-trade imylicntions and some negative effects
on aggregate econonic activity as well, owing tc the reduced export volume. Finally,
if no ,subctitute markets can be found, production and employment will decline in the
affected industrey or stockpiling will take place, for a time 25 private inventory
accumlation and subsequently at public expense. None of these alternati ives 'is
inhereatly beneficial for the exporting country. Indeed, quantitative restraints on
its exports could result in structural readjustment costs Which, particﬁlérly for a
develconing economy, mey be high inceed. '
23, The conclusions noted here also hold, to a somewhat leésser evtent, for quanti-
tatively~-operating measures other than quotas and restrictive import licensing, such
as discriminatory procurement for public account, as Well as‘for'varibus uncertainty-

inducing measures which ultimately result in a contraction of trade. It should also
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be noted that quantitative non-tariff measures may be applied in a highly variable
manner, and are able to provide the précise degree of protection desired by the
importing country. This adds some elements of sporadic instability for the exporting
countries and for consumers and users in the importing nations.

2L, Cost-imposing non-tariff measures which ‘are applied in a variable manner operate
somewhat differently, although the effects may be similar. The importing country may
levy a variable charge on purchases from abroad, designed to raise the point-of-sale
price of the product to a level equal to or higher than that of the competitive
domestically-produced item. By itself, this would tend to cut the import share of the
market, raise the domestic share, increase prices, profits, prodﬁction and employment
in the import-competing industry, and generally result in aggregate and structural
effects similar to those produced by quantitative restrictions. Cne difference is

that the government may collect a charge essentially equal to the resulting inside-
outside price gifferential which, in the case of'quantitative barriers, accrues to the
government only if the licences are auctioned, andvotherwise goes to private traders
able to’import under the applicable restriction. Moreovar, cost-importing non-tariff
import restrictions may be coupled with'subéidies to import-competing suppliers,

using the revenues thus collected, and result in a two-fold restrictive effect on trade.
As in the case of quantitative restriétibnﬂ, it is possible for the goverrmment of the
importing country to adjust variéble chargzs in order to prevent more than the desired
amounts from entering the country. It does little good for the exporters to lower their
offer prices, since the variable charges may simply be raised to compensate for
reductions in offer prices. Consequently, the prices of variable import charges on
exporting countries are similar to those of quantitative restrictions. 7
25, In the sase of fixed non-tariff import charges, on the othér hand, the effects

may be quite differcnt. As in the case of tariffs, it is possible for exporters to
overcome such levies and so to avoid many of the effects of the rectriction. The
foreign =supplier simply lowvers his offer price so phat the final point-of-sale price in
thz importing country remains roughly the same. He may be assisted in this effort

by reduced profit margins of importers and internal distributors. TIn this way, the
volume of trade way remain relatively unaffected and the resulting structural,
employment, or aggregate-demand changes in boﬁh the importing or exporting country 'may
be substantially less severe. At the same time, however, the exporting country may

suffer a decline in its terms of trade and a somewhat more moderatc worsening of its
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balance of trade as its offer pfices are reduced, while the terms and balance ofxtrade
of thg importing cduntry will fend to improve. In the case of fixed cost—imposing
non—tariff measures, therefore, the effects may be much less marked than in the case
of quantitative barriers. This conclusion4Will‘not hold, of courée, if price ana
margin concessions by the exporter or the importef—distributors are impossible or are
refused. 4

26, It remains to consider briefly measures applied by the importing country which
bear on its own suppliers, instead of on imports. Of immediate concern to exporting
counﬁries is direct or indirect subsidization both of domestic, import-competing
producers and of exporters. Such assistance may take a variety of forms, including
direct payhents, tax conéessions, intefesf'subsidization, and so forth. 'in the case of
import-competitors, these aqtivitieé pefmit‘them to reduce prices on the home market
-and to compete more effectively with imports. If foreign sﬁppliers are unable to
counter this action, it will-be reflected in structural readjustmeﬁts, changes in
market shares and so on in both countries with effecfs similar to those of outright
import restrictions. Consumers and usér—induétries in;the country applying subsidies
benefit, whereas in the case of quantitative restrictions or cost-imposing non-tariff
' meésures these sectors are advefsely affected. Subsidization ofximport—competitors
may be as harmful as other férms of non-tariff trade distortions for exporting countries,
bﬁﬁ it may be less costly for the industry in the cbuntry‘applying thérsubsidy itself.
Subsidization of industries that are.simultaneously éxport competitors, on the other
hand, hés the additional tendency of reducing the‘share of foreign sﬁppliers in third
markets, unlessloffset by countervailing subsidies, for the benefit of consumers and
users in those markets. Tn this study, emphasis willlbé placed on subsidization of
import competitors, with less stress oﬁ the problen of gévernment alds to exporters.
27. Of less concern té trading partners; except in certain ciréumstances, are
restrictions placed by a country on its own exports. For example, a country may
:festrict éxports of high-technology capital equipment to countries which~threaten to
becoﬁe""disruptife" suppliers of products in the manufacture of which such eqﬁipment,
woula be used. The same holds true for the export of intermediate goods énd semi~-
manufactufes which may subsequently re—enfef the originating country in more highly
prbcéésed form. ' ._ 7 | o S

28.\ As in develpped‘market‘eCSnomy coﬁntries, quantitative‘import reétrictions and

other non-tariff barriers are also appliediby developing countries but for different
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'reasons, namely, for economic development purposes and to assist in conserving meagre
foreign exchange resources and in directing these resources to the needs of economic
developmeht. Their use as an appropriate tool for economic development in the
developing countries has been generally recognized. For instance, Part IV and also
article XVIII of the General Agreement on Tariffs and Trade provide that Contracting
Parties whose economies can only support low standards of living and are in the early
stages of development shall be free to deviate temporarily from the other relevant
provisions of the General Agreement.

) IV. INVENTORY OF NON-TARIFF BARRIERS
29, 1In accordance with the considerations relating to a definition of non-tariff
measures and taking into account the possible effects of these measures, as well as
information available in GATT, a preliminary inventory of non-tariff barriers applied
by the following countries has been prepared: Australia, Austria, Belgium-Luxembourg,
Canada, Denmark, Federal Republic of Germany, Finland, France, Ireland, Italy, Japan,
Netherlands, New Zealand, Norway, Portugal, Sweden, Switzerland, United Kingdom and
United States of America. S
30. The inventory thus compiled was grouped according to Type I, Type IT and Type III
measures and divided into Group A and Group B categories, as explained earlier. All
products involved were identified according to both four-digit Brussels Tariff ’
Nomenclature (BIN) as well as five-digit Standard International Trade Classificatioﬁ,
{8ITC) pfoduct groups. This inventory will be found in Annex IT.
31, An effort has been made to incorporate in the inventory only'those measures the
existence of which has been confirmed by the implementing countries, and to exclude
those cases in which there is some doubt as to the existence of a particular measure.
This does not mean that the implementing countries agree that each measure identified
does in fact constitute a non-tariff barrier. It simply means that all such measures
come within the scope of non-tariff obstacles to trade as defihed for purposes of this ~
study. In each case, the implementing countries ars identified, and there is an '
indication as to whether a certain restriction applies to all products in the relevant
product group or only to some of them, For measures which affect all or most imports
and which cannot be identified according to specific product incidence, an attempt is
made to assess whether these are applied in a campreheneive‘manner and with probable

trade-restrictive effect, or whether they represenﬁ a more moderate application with a
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minor or uncertain impact on imports or exports. Finally, only manufactured and semi-
manufactured products are included in theiinventory.l . _
32, It is important to note that the information.available so far on non—tariff_?
obstacles to exports of developing countries 1is incomplete and that the invéntory
represents only a first step in an examination of these_obétacles. Geﬁérally fhése
countries lack the resources for undertaking the necessary investigations among national
export interests and in many cases presumably are not aware of the non-tariff barriers
facing their products in the developed countries, and consequently information is
needed from importers in the developed countries? ] |
33. The inventory, and the discussions based upon it, are organized along the
following lines: ‘

Type I ~ commercial policy measures, designed primarily to protect

- import-competing suppliers from foreign competition (import-directed),

or to assist exporting suppliers in expanding their foreign markets .

(export—directed):

Group A: Measures operating primarily through quantitative restraint
of trade: ‘ ]
1. Import quotas: globally administered (including unspecified
iﬁport quotas)
Import quotas: selectively or bilaterally administered
3. Licensing: discretionary and restrictive
4. Licensing: liberal, including licensing for statistical purposes
5. Export restraints of a "voluntary” naturé, imposed by trading
partners, both bilateral and multilateral
6. TImport prohibition: embargoes
7. Import prohibition: selective with respect to origin
8. State trading
9. Domestic-procurement practices by public units
10. Domestic~content and other mixing regulation

11, Export restrictions

1/ As defined in document TD/B/C.2/3, "The Definition of Primary Commodities,
"  Semi-manufactures and Manufactures" of 2 July 1965.
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Group B: Measures operating primarily through costs and prices:.
1. Variable levies and supplementary import charges, including
hinimum—price régimes and tariff quotas
2. Advance-deposit requirements . )
3. Anti—dumpiﬁg and countervailing charges o
4. Oredit or other restraints on imports through tﬁe financial
sector ) ‘
5. Tax benefits for import-competing industries
6. Direct or indirect subsidization of import-competing
industries, including credit subsidization
7. Internal-transport,charges. , .
Type 1T —‘measufes which are designed to deal with problems not directly
related to commercial policy questions, but which are from time to time
intentionally emplgred to restrict imports (import-directed) or to-
stimidate exports (export-directed): \ g
Group A: Measures operating primarily through quantitative restraint
of trade: \ H
1. Communication-media restrictions
- 2. Quantitative marketing restraints
Group B: Measures operating primarily through costsAand prices:
1. Packaging and labelling regulations, including mark-of-origin
rules
2, Health and sanitary regulations and quality standards
3. Safety and industrial standards and regulations
L. Border tax adjustments
5. Use taxes and excises
6. Customs clearance procedures and related practices
7. Customs valuation procedures and related practices

8. Oustoms clas<ification procedures and related practices.
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Type ITT - measures which are consistently applied with 1little or no intent

‘\to protect domsstic industry but which unavoidably produce certain spill-

over effects in the trade sector:

1.

9.
10.

34, In each instance, both the general nature of the measure will be examined, as

Government manufacturing, sales and tfading'monopolies
covering individual produéts .

Government structural and régionalldévelopment policy measures
Government balance of payments policy measures ‘ /
Variations in national tax systems

Variations in national social insurance and related programmes
Variations in allowable depreciation’methods
Government~financed research and development, and technology
spillovers from defence and other programmes

Scale effects induced by govermment procurement

Variation in national weights and measures standards

External transport charges.l

well as its particular bearing on exports of the developing countries and the

prospective consequences of its elimination as an obstacle to trade. Further, the
specific products affected will be identified and an effort will be made, where

appropriate, to indicate possible initiatives for the liberalization of each type

of non~-tariff measure.

1/ The problem of discriminatory transport charges by international carriers and

shipping conferences is the subject of a separate UNCTAD study.
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V. QUANTITATIVE RESTRICTIONS: QUOTAS (Type I.A,1-2)

35. Among\TypeﬁI meeeu;es, which operate by quantitatively restricting imports, ,
explicit quotas are the mest streightforward. As a tool of commercial policy, quotas
have borne the brunt of liberalization activity among the industrial countries since
the early 1950s, within the framework of the OECD, GATT and IMF. In broad terms, the
heaviest 1n01dence of. quotas rests on imports of processed agricultural products and -
textiles, in particular cotton textiles. '

36._ Except for temporary appllcatlons of an emergency nature, quotas are no longer
}used in the developed countries for balance—of—payments control; their protective
intent\is very much the primary obJective, Iﬁ tﬁe processed agricultural products .
secteriythe_restrictions tend to be applied in eupport of national agricultural
policies. In the case of textiles. and other menufactures with a high labour content
the appereht intent is to protect laggard or high-cost importfeompeting domestic
industries. | | ‘

37. Quotas may be applied at very‘short notice and at minimal cost, and can Be kept
‘"iﬁ reservé" on a contingency basis. ‘In addition, the threat of quotae mey be used to
bring about the desired reductien.of trade,without their actual application, primarily
through 5voluntary" or self-limitation of exports. Quotas also tend to limit trade
on account of their uncertainty, eten if they are not filled, as a result of )
variability or lack of publication of the size of the qeota concerned. This may be
particularly burdensome for developing countries, and there is some evidence that in
many cases quotas have remained unfilled. In addition, there is the problem of the
issuance of "buyers! quetas”, representing the apportionment of a general import quota
among the various interested importers. The individual buyers' quotas that result
nay be so smell that they are no longer iﬁteresting’to the importers or result in
orders that are impossible'to'fill economically by the foreign exporters..

38. The adﬁantages inherent-in the progressive elimination of quotas are clear. To
the extent that their incidence falls disproportionately on the developing countries,
these stand to gain accordlngly. V

39. A more detailed analysis of quotao, 1nclud1ng data concerning the countries
applying them, manufactured and senl-manufactured products or groups of products
from develeping countries; and also somelsuggestions for their iiberalizationfarev
contained in document TD/B/C.2/83 and Add.l. |
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VI. QUANTITATIVE RESTRICTIONS: LICENSING - (Iype I;A:i—é)

40. Closely allied to quotas is import licensing. Generally, quotas are administered
by means of licences, the issuance of which is halted as soon as a particular quota
is filled. There are many cases, however, where the quota within the limits of which
~ import licences are issued is unclear or even non-existent, and the licences are
essentially released on an ad hoc basis. This may be termed discretionary licensing,
end is restrictive of trade. On the other hand, licences may be{iséﬁed without being
based on quotas, in a relatively liberal mannecr.

41, 'The liberality of automatic import licensing varies a great deal from country to
country. On the one hand, there are cases where the application of licensing to a
wide veriety of items appears to be intended mainly for statistical purposes and for
observing market developments in the products affected. On the otherAhand, there are
also instances where imports are covered by automatic licensing based on past -trade
volumes, a method which in practice favours imports from traditional suppliers. Other
justifications for automatic licensing include statistical considerations, public
séfety, nationel security, collection of taxes and charges of various kinds, accounting
for bilateral commitments and exchange restrictions, watching over import prices,
détecting import trends, and so forth. | _4

42. Numerous technicalities and administrative procedures substantially increase the
trade-restrictive impact of liberal'licensing procedures. Aside from the widely
varying expenses and delays attending the securing of licences, there may be
significant delays in their issuance. In sone cases licences may be issued only &t
a specific location in the importing country, which may not be the normal place of
business of the importer or the place of importation.  Also, although the period of
velidity of import licences is normally six months, significantly shorter periods

. may on occasion be specified which preclude the orderly compliance with technical or
health formalities and the conclusion of import contracts. Even six months may be a
‘short period for certain types of transactions and certain foreign exporters,
particularly in developing countries. In addition, licences mey in certain
circumstances be issued freely only on condition that therimports in question are
"re—exported after processing, and not sold on the domestic market. Other requirements
include the identification of the end-user in the license application (so that the
building of inventories of the affected imported product becomes 1mpoa31ble) prior
certification that a similar domestic proguct is not avallable domestically, and no-

resale clauses which inhibit the development of secondary markets and add to the
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reluctance of buyers. Moreo{rer, any delays in issuance of the licence may be used to
apply various pressures on purchasers to "buy domestic" in certain particularly
sens1t1ve cases, where the final buycr ust be ldentlfled in the licence.
43. All these faCuors, any one of which may or mey not be apollc able to a given
reglme of liberal 1mport licensing - as well as the existence of "llcen51ng" 1tself -
serve to increase uncertalnty and risk on the part of exporters, iuporters, )
participants in domestic distribution channels, and end-users, with the formulation'of/
long;renge narketing and advertising plans‘increasing correspondingly in difficulty.
ks a result, liberal import licehsing is appropriately identified as a non-tariff
barrler, although the trade-restrictive effect would appear to vary widely.
44, Discretionary import llcens1ng is qulte different in that no doubt ex1sts of 1ts
role as a non~tariff barrier to trade or of the 51mllar1ty of its effects to those of
explicit quotas. In some ways, the restrlctlve effects of discretionary licensing
could exceed those of fixed quotas and licences 1ssued thereunder because of the
attendant increase in uncertalnty. At tlmes, the character of the underlying 1nport ’
restriction remains undefined. As noted above, it may be cntlrely uncertain whether
an implicit or explicit quota even exists, or whether applications for licences are
granted or denied on a purely discretionary basis. Thls "undeflned" charsacter of
discretionary licensing nay make business plunnlng very difficult.
45, In terms of llberallzatlon, the adoptlon of & liberalized and standardized set of
procedures for the issuance of licences, including precise definitions of the commodity
classifications to which they are applled, would be useful. Provision hight be nmade
for the publlcatlon of the exect quantltatlve restrlctlons under whlch the llcences
are to be issued and for the reservatlon of an upprox:.nate share for suppllers in the
developing countries. ,
46. A more detalled analysis of the various types of licensing at present appliedv
by selected developed market econory countries is contained in docunent TD/B/C.2/83
and Add.1. ” | |

VII. OTHER IMPORT RESTRICTIOND (Type 1.4.5-8)

47. Aside from the primary non-tariff obstacles affectlng the import trﬂde
quantitatively, -there are a number of secondary measures in eglstence that bear.
directly on imports: "voluntary" export_restraints, general and selective embargoes,
and State trading.

48. "Woluntary" or self-imposed export restraints are applied by exporting countries

fo their own suppliers to limit their sales tc‘certain.importing countries, In return,
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tne latter agree not to impose quantltatlve restrictions or other/ggirlers on their
'1mports from the affected country. In essence, the "voluntary" restriction is applied
in the hope of escaping what may be harsher neasures. Uncertainty may result from
this kind of restriction if the definition of the desired imporv levels remains unclear.
Such export restraints are generally settled on a bilateral basis, and the administrative
arrangements for their enforcement differ from case to case. The application of
"voluntary" export limitations to the trade of developing countries has thus far been
limited to certain products from developing countries. \
49. Total and selective embargoes or import prohibitions no longer constitute an
important component of the commercial policies of developed countries. Where they do
exist,; they are often based on non-economic considerations, health and safety demands,
ete. | (
50. State trading presents a more difficult problen since enterprises operating under
such a régime may discriminate against imports, either selectively or in general, in
the course of their day-to-day operations. The cases considered here are those where
State-trading enterprises in the market economy countries are responsible for importing
and exporting individual products but where domestic nanufacture, distribution end
- retailing are not in the hands of the State.}
51. State trading affords protection to donestic suppliers as a result of _
discretionary changes in import volumes bythe agency according to the state of the
domestic market. Moreover, the State-trading body has the power to determine mark-ups
and to fix the resale prices of the imported products on the domestic market. At the
same time, the State~trading enterprise can discriminate among foreign suppliers.
If the spread between the average foreign offer price and the domestic resale price is
large, its ability to engage in such discrimination is substantlal. The relative
importance of, the State-trading enterprise in the domestic market is also of
significance. Particular State-trading enterprises may also protect domestic suppliers
of the raw meterials or intermediate gocds from which the State-traded product is
made, by reducing the volume of imports‘or controlling the priées. A State-~trading
enterprise may also operafe along strict commercial and profit-maximizing lines, but
‘difficulties in determining precisely how much distortion is involved in any given
instance leaves no alternative to the inclusion of all such operations as non-tariff

rieasures.,

AN

1/ utdte—tradlng operations in the 3001allst countries of ‘Eastern Europe are not
- covered in this study.
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52, There is some scope for the liberalization of restrictive State-trading practices.
One suggestion has been-the binding of‘mark—ups applied by the State-trading enterprise
to imports, in order to ensure that foreign products are not priced out of the market.=
Kternatively, a fixed quota may be assigned to foreign suppliers, to be filled-in a
non-discriminatory manner, which could then be gradually increased.

53. Information about State-trading and monopolies operated in-selected developed
narket economy countries is contained in document TD/B/C.2/83 and Add.1l. This
information concerns the countries applying these measures as well as theé products

or product groups subject to State-trading and monopolies.
VIII. DOMESTIC PROCUREMENT (Type I.4.9)

54. "Buy domestic" programmes, unlike the non-tariff measures discussed

thus far, generally cover-2ll manufactures and senml-manufeactures and cxert

an impact on broad ranges of products, rather than on individual and easily
identifiiable items., They can be divided into two categories for analytical purposes:
(1) practices of national and sub-national govermment units and public authorities;
and (ii)'practices of business units directly or indirectly influenced.by government
in their procurement policies. The second group is the subject of a separate study
by the UNCTAD secretariat.

55. National government pfocurement practices discriminating against imports are
applied.eiﬁher explicitly or implicitly by virtually all dgyeloped narket econony
countries. Government procurement practices include those applied by Austria,
BelgiumgLuxembourg, Canada, France, Japan, Norway and the United States, in addition
to the. buy-domestic programmes of Dennark, the Federal Republic of . Germany, the
Netherlands, Sweden and the United Kingdom. As an example of explicit buy-domestic
regulations the:United States "Buy American' iAct of 1933 instructs federal agencies
generally to give preference to United States suppliers, while the Executive Order
No. 10582 of 1954 specifies the margin in favour of domestic suppliers at 6 per cent,

or at 12 per cent if the suppliers are small businesses or located in depressed areas.

1/ International Chamber of Commerce, Non-tariff obstacles to trade, Paris, ICC,
1969, p.4l, -




TD/B/C.2/R.1
page 18

At the same tine, Department of Defense directives since 1962 have glven United
States suppliers .a 50 _per cent margln for all of. 1ts purchases. Other deve10ped
'fcountrles apply criteria with similar 1ntent and perhaps even greater restrlctlve .i
effect, but they are often not codified or otherw1se vXDllCltLy stated ‘ ”‘
56. In many cases, offices in charge of central government procurement have w1de‘

_ discretlgn.ln their purchasing practices, and use this discretion to favour domestic
suppliers. This treatment nay be applied by means of restricted bidding, Qeélonly>‘
to domestic suppliers, or by "mutﬁal agreement! between the procﬁrement authorities
and domestic import-competing suppliers. Other devices used are limited{putlieatioh,\
of tenders for bids, exclusion of foreign suppliers by means of technical‘remﬂresents,
~ or non-publication of contracts ‘awarded. The first of these may be particularly
burdensorie for suppliers in the developing countries, who may not have access to'all
of the sources of information available to their competitors in developed cmquiesg~
and are thereby deprived of the opportunity to compete. Moreover,.the bidding times
rnay be so short that foreign suppliers cannot react gquickly enough,.another aspect:
that'mey negatively affect developing countries' competitive chances to-a
substantial degree. ‘Also, requiremnents may be placed on foreign firms that-they
establish legal residence in the importing country, that. they work with-or through-
domestic companies to gain access to government contracts, of that they first obtain
certain permits to trede which may be issued in.a highly restrictive manner.

57. In addition to such provisions favouring domestic suppliers, preference may . -
also be shown with respect to selected foreign bidders. Although perhaps less :
harnful to trade than outright domestic-procurement practices, arrangements may

exist within free-trade areas or common markets which favour suppliers located in

nember countries as compared with competitors in.thirdseountries. One exqpplevin
this category is the agreement within EFTA whereby suppliers in partner countries in .
principle have equal access to government contracts as domestic producers. . While
this practice represents a logleal component of the economic integration concept,
it does not diminish its importance as a device favouring the area suppliers.

58, Moreover, development aid is often tied to purchases in the donor country, a

practice which systematically excludes prospective low-cost suppliers in other” = =

R N T
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develOped‘eountries or in develop'ng countries.l/ This nay be particularly burdensone
in the case of the supply of various cap1tal~goods categorles As a direct result of
procurement restrlct ions attached to developnent ass1stance grants and credlts, the
value of such aid to rec1p1ent countries may be na terlailv reduced ~ the negative
impact dependrng upon the cost of procurement in the donor countrJ relative to that
obtalnlng among the uost efficient suppliers in third countries.

59. Finally, it must be noted that national purchasing agencies are not alone in

their discriminatien against foreigu suppliers; donestic or regional procurement
vractices may be as restrictive - and perhaps quantltatlvely as 1mportant - as similar
practices at the,nat;onal level. To cite once again the United States as an example,-
nany Svates and a large number/of eounty,rmunlclpal and spe01al—dlstrlct agencies
prectice procurement which favours the national origin of the products in guestion,

60. The second category of discriminatory procurenent - purchas1ng practices by
business units under the influence of governmont agen01es - may be quantltatlvely

less burdenscme but may be of specific importance in the case of selected manufactures»
and semi~manufactures. In addition, it is sonetlnes dlfflcult to separate procurement :
practices instigated by government units fron autonorous restrictive business

practices of private enterprises in market~economy developed countrlesr This is thel
subjecy cf another study by the UNCTAD secretaria’, | .f y

6i. Nationalized,. government~reguruted or government—Januenced bu51ness units in

nany counvries favour domestic suppliers in their procuremenu of selected 1ndustr1al
products. In some countr*es spe01al incentives and rebates are glven natlonal |
fabricators who .can prove that they have not nmade use of 1mported steel while in

others certain types of manufaCuuLed products 1nclud1ng Oaprtal goods such as .
electrical and telephone equipment, communications apparetus, electronic components,4
cargo containers, refrigeration equipment, newsprint, etc. are subject to "Buy donestic'

pracvices,

e ot ot s ot

— /

}/ See "The tying of aid" by Jagdish N. Bhagwati (TD/?/oupp 4) and also "Costs
and benefits of aid: an empirical study" by John A. Pincus (document TD/7/
Supn.10) in Proceedings of the United Nations Conference on Trade and Development,
Second Session, vol., IV, Problems and policies of financing, (United Nations
publication, Sales No. E.68.1I1.D.17), pp. 45-71 and 111-1/0 respectively.

s
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62, . In many~inStances’balance—of-péyEEnts7pressures cre employed as. "moral 'suasiont®
to convince domgstic nanufacturers or service industries to buy at home., . Government
procurement practiczs and those induced by'govérnment in the business sector may. .

~ increase 4n importance, in view of the growth of the public sector in developed
narket ‘economy -countries.

63. With respect ‘to government procurement, standardized procedures and codification -
of purchasing practices at the national level would contribute greatly to liberalization
of government procurement practices. For'thié purpose, countries which do not gt.
present apply systematic procurement regulations might adopt standardized procedures
and codified purchasing practices which could eliminate ruch of the arbitrariness

and discretionary action that now cause uncertainty for foreign suppliers.
Procurement regulations might, for example, make provision for the publication of
policies, allowing to the largest possible extent forfinﬁernational:tenders, longer
duration of bidding time, etc. '

64.  However, there are difficulties in bringing about the liberalization of public .
procurement, even on a naﬁional levei. In maﬁy cases intimate contacts with _
domestic business firms and the resulting evolution of technical specifications and -
designs can easily make foreign firms uncompetitive from the start. Constitutional -
and other legal difficulties, the multiplicity of selective purchasing devices.used,
as well as the precise nature of -any bargaining that might lead to successful
liberalization, all indicate the extent of the difficulties that will be involved.
The problem is even greater with respect to domestic-procurement practices. at the
sub-national level, particularly where the national government has little direct

authority,
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IX. DOMESTIC~-CONTENT REGULATIONS AND EXPORT RESTRAINTS (Type I.A. 10-11)

65, There are two further non-tariff obstacles to trade which operate in a
quentitative manner: domestic-content regulations and export restrictions. The
overall effect of both is relatively less restrictive, although they may have a
specially restrictive effect in individual cases. ‘
66, Domestic-content regulations include mixing, milling and other rules designed to
enforce a given domestic value-added in products sold within the national customs
frontiers. The intent generally is to provide import—competihg suppliers with a
certain share of the market and to ensure them of additional processing of imported
intermediate and raw materials. In addition, such measures may be designed to protect
domestic suppliers of raw materials in primary or semi-manufactured form, so that their
narkets are preserved in the face of foreign competition,
67. Liberalization in the case of domestic-content regulations could proceed by means
of codes of behaviour, under which the participating governments would agree not to
impose further regulations of this nature and to liberalize those that now exist.
68. Export restrictions, on the other hand, work quite differently. First, they
nay be designed to impede the development of industries abroad which would then compete
with domestic suppliers of manufactures. For example, a country may have highly
efficient producers of a certain semi-manufactured product, but further processing
into finished goods may be highly labour-intensive and therefére more cl‘neaply’j done
abroad for subsequent re-import in processed foi'm. In order to protect domestic
nanufacturers of the finished product, without resorting to quantitative import
restraints or tariffs, export restrictions may be effective. Sccond, it may be desired
to conserve the natural-resource base underlying certain manufactures and semi- |
manufactures in order to assure long-range comparative advantage or to provide for the
national security. Third, export restrictions may be used to deny access to products
which may be. of a sensitive nature or to inflict economic hardship on other countries,
6. The fact that export restrictions are at presént limited in scope does not me‘an‘
that they are not of importance for the developing countries particularly in areas of |
production where final assembly of the products concerned is highly labour-intensive,
X. ' VARIABLE LEVIES AND SUPPLEMENTARY IMPORT CHARGES (Type I.B.1)
70, After the foregoing consideration of non-tariff obstacles to trade that operate
primarily as quantitative impediments of imports and exports in the form of commercial-
policy measures, it will be useful to examine those mecasures which operate with trade-
restrictive effect primarily through costs. The first category of these measures - one

which has galned rencwed prominence in recent years -~ is that of variable levies.
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71l. The most .important party applying variable levics is the EEC, which applies them

as part of its common agricultural programme. The system, composed of fixed and
variable elements, ensurcs the maintenance of high internal prices for farm products and
the exclusidn of imports that would threaten these price levels. As a programmé'
oriented towards a certain degree of self-sufficiency in agricﬁlture, the EEC system
involves the determination of the percentage of self-sufficiency desired as regards -
particular pfoducts, the pfice level that will ensure attainment of the objective and
the variable 1ev91 necessary to meintain this price level.

72. The EEC variable levy system is of significant interecst to the developing countries
with respoct to their exporﬁs of processed agricultural products. The system is
applied to most of the basic agricultural commodities and to products ﬁrbcessed from
them.l/ | , _ /

73. Although the system appliecd by the countries of the EEC is the most notable form
of the operation of variable levies, other countries also apply various types of
variable levies and variable imbort charges to certain types of imports.

74. In addition to the protective effects attending variable levies and import charges,
such restrictions may also have important side-effects. .The variable elements in the
levies may change frequently and abruptly with shifts in domestic market conditions,
Qith the consequence that it becomes impossible for foreign suppliers to formulate
prices or plan their future activities. Moreover, changes in levy or surcharge rates

" may not be announced- sufficiently in advance, and consequently bear especially heavily
on suppliers in developing countrics. In the case of the EEC there scems tc have been
some difficulty arising from differing interpretations among the member countries of
the regulations concerning the precisc levies applicable to certain processed foods
containing varying amounts of thc basic cormodities to which the variable levy system
is applied.

75. There would appear to be some scope for the developing countries to obtain
reductions in the fixed elements of the EEC variable levies as well as in the level of

self-sufficiency in the EEC as regards products of export interest to them.

l/ For details of the system, see document TD/B/AC.5/5f

2/ 1In this connexion it may be recalled that the EEC has generally removed the "fixed
element® of protection with respect to imports from the associated overseas
developing countries and territories. Moreover, the EEC is prepared to reduce
the "fixed element" of protection with respect to imports of certain processed and
semi-processed agricultural products from all developing countries in the context
of the general scheme of preferences (see TD/B/AC.5/24/Add.l).
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XI. ADVANCE DEPOSIT REQUIREMENTS, ANTI-DUMPING DUTIES, COUNTERVAILING
CHARGES AND CREDIT RESTRICTIQNS (Type_I.B. 2-4)

76. Apart from cost-imposing non-tariff measures involving import surcharges and

variable levies, a number of the measures>rcpresent equally clear-cut examples of
protective intent, This category includes praéticeé that require importers to deposit
funds with.custbms or other agencies well in advancéfof the time of import, measures

to offset alleged dumping by foreign suppliers - which may be easily misused with
protective intent - and credit restrictions imposed on importers;orrtheir distribution
channels in order to impede purchases from abroad. ’

77, Avance—deposit requirements werc iﬁtroduced in the United Kingdom early in 1968
for a limited duration covering most manufacturcd and semi-manufactured imports, as a
balance-of-payments control measure.l/ In amount equal to 50 per cent of the value

of importsrwas required to be deposited, at no interest, with the Customs Office for a
period of six months, a procedure that at prevailing interest rates could be considered
equivalent tb.a general import surcharge of between 2 and 3 per cent.g/ Waere
financing is especially costly or difficult to obtain, these measures could impose

an increased burden. - ‘

78. Somewhat different afe the prior import deposits imposed by Japan, involving a
deposit of between 1 and 5 per cent of value of imports upbn application for a licence
by the importer; these percentages are subject to variation. The system is closely
tled to the Japanese licensing regime, and its object is to ensure that applications -
for licences actually are followed by the import of goods. At times, however, the
requirements have been raised to a maximum of 35 per cent, as during the balanée of
payments crises of 1961 and 1964. On the other hand, these deposits yield interest

at the rate of 2,555 per ceﬁt, and normally remain on deposit for only seven to 30 days.
79, Anti-dumping and‘counterVailing measures pose a problem, because of difficulties
in the definition of'”dumping",3 and in determining whether goods are being sold on the

1/ It must however be mentioned that many products of export interest to the developing
countries such as preparations of meat, fish, crustaceans or molluscs, cocoa and

cocoa preparations, preparations of vegetables, frult or other parts of plants,

woven fabric of jute, essential oils, etc. have been exempted from these requirements,
However, some products of particular interest to the developing countries, in
particular cotton textiles, are subject to the scheme.

2/ The- Government of the United Kingdom announced on 20 October 1969 the decision to

T extend the import deposit scheme covering the same range of imports for a further
twelve months from 5 December 1969. The rate of deposit was reduced from 50 to 40
per cent. The period of deposit - 180 days - remains unchanged.

3/ The GAIT defines dumping as cases where Y.., products of one country are introduced
into the commerce of another country at less than the normal value of the products...’
The "normal" valuc may be defined as either (a) the comparable price of the product
when sold for consumption or use in the exporting country; (b) The highest comparable
price of the product when sold for export to a third country; or (3) the production
cost of the product in the exporting country plus a reasonable margin. See General
Agreement on Tariffs and Trade, Basic Instruments and Selected Documents, Vol. IV

(Geneva: GATT, 1969), p.l0.
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home market by foreign Sﬁppiiérg Below full cost and whether it causes or threatens
meterial injury to domestic industries, However, imbort prices may wéll>be below prices
in the exporting country, both being above total cost, simply on account of a differencs
in the demand elasticities prevailing in the two markcts and the impbssibility of
resale between them. This is the case of pride discrimination betwecn markets, a
standard business practice. Moreover, in time of severe cxcess capacity;‘forcigﬁ
suppllurs may vry to sell in the home market. bblOW total unit cost but above Gariable
cost, thereby helping to cover ‘their lebd charges and minimizing their losses.

80, Anti-dumping measures and countervailing charges may be zpplied on a contingency
basis in all developed countries, but have becn meniionced 3s’snccific trade obstacles
in the case of a number of dev loped market econoemy countr1°s. '

. 8l. - Unlike the other measures discussed 1n this soctlon, credit restrlculons on tde
financing of imports are rarely applicd on.a contingency basis and generally embody a
clearly protective intent. They are designed to render importers or purchasers of
imports less able to do business by increasing the cost of obtaining credit and
limiting the availability of credit from standard sources. Partlcularly in tlHuS of
high intefest rates and general monetary restraint such obstacles, by using the -
financial sector for trade-restrictive purposes, can be quite burdeﬁsome.

82. An cxample of the sxtensive use of credit measures is the practice employod by
Japan, where all long and mgdium—term credit arrangements come under the control of
the Ministry of International Trade and Industry (MITI). In the casc of consumer
goods, for examplc, deferred payments are limited to four months, and financing of
imports over periods exceeding 120 days ppbars to be rare, Selected credl restraints

also appear to exist in oth r developod rarket economy countries,

XIT. DIRECT AND INDIRECT SUBSIDIZATION (Type-I.Bs5—7)

83. A final group of non-tariff measures classified under Typc I involves direct and

indirect subsidization by governments of import- and cxport-competing industries in
developed market economy countries which may take a variety of‘forms. The subsidies
including the granting of tax relief, deferments, rebates, special cxemption,
increased tax write-offs, entitlement to proceeds of charges levied on imports, credit
subsidization, expansion loans, investment grants, government finance export promotion
programmes, subsidized transport rates, etc. A detailed analysis of the variocus
forms of direct and indirect subsidizaﬁion’is contained in document TD/B/C.2/89 -

“and Add.l. -
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XIII. QUANTITATIVE MARKETING OBSTACLES (Iype IT.A.1-2)

84. The second category of non—tariﬁf obstacles to trade - including measures which
are not in themselves comnercial-policy devices but which may have substantially the
same effect - comprises policies and practices that in ‘many cases are considerably more
difficult to identify and to libéra]_,ize than are primarily protective devices, This
group of restrictions has been subdivided into two parts: those operating primarily in
a quantitative manner, and those whose effects are basically exerted on prices and
costs. The first of these contains only two readily-identifiable barriers, both of
which fall under the heading of marketing restrictions,

85. In view of the growing importance of the communications media in general marketing
efforts, restrictions of a kind that limit promotion of sales of products to the
general public or to specilalized consumers and users may be applied with notable effect
to discriminate against foreign-produced goods. Trade in media items such as cinemato-
graph films and television tapes may also be the object of restrictions of this klnd
While presumably a cultural measure, such restrlctlons may be used with protectlve
intent to stimulate the development of a domestic f].lm industry. In view of the
growing film industries 1n certain developlng countrles, such as Lat:Ln Amer:l.ca, their
interests would be served by llberallzatlon :Ln this area.

86. Réstrictions on the use of media of comlmmlcatlon concern consumer goods such as
alcoholic beverages and manufactured tebaeeo. preduvctsf A ban on television advertising
of cigarettes is, for example, in prospect in some countries and exists in others. At
the same time, alcoholic beverages are also subject to similar restrictions in some
developed countries. Liberalization of advertising restraints might be difficult,
especially in the case of measures related to sanltary and health purposes.

87. Apart from restrlctlons of this kind, other marketing controls have to do m.th the
precise composition of “the imported product or its container, or relate to mandatory
technical standards ‘and norms. In many such instances, the restrictions may be based
on technical grounds (e.g., sealed-beam versus bulb-type automotive headlamps). In
others, a protective intent may exist which is secondary to the primary purpose of the
measure but nevertheless may play an ilmportant role 1in influencin‘g trade in /the
affected products. Regulations as to marks of origin might also be burdensome when
enforced literally and may inhibit sales of the product. Restrictive regulations
specifying who may and who may not carry out marketing and advertising activities may

also exist.
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88, Some developed market economy countrles 1mpose strict technical standards,
restrictive branch—offlée controls on forelgn firms (whlch tend to limit their
marketlng-actlvltles)»andqothor marketing restrictions on manufactured and semi- -
manufactured products from developing countries. ’

89. One way of liberalizing such measures may be to moderste the specific technical
standards and other marketing requirements contained in government regulations
controlling the sale of the items affected. Especially in the case of origin markings
i1t would appear that a great deal could be done to restrain their trade’ restrictive
impact. In cases where precise standards cannot be avoided, the recommendations of
international standards organizations might be followed. Harmoniiation in this area
“would especially benefit the developing countries which might’otherwise find it
difficult or impossiblc to determine and accede to varioﬁs foreign standards for a
single line of exports. Moreover, standard publication of national regulations applied
in each developed country could be of assistance to the export efforts of the

developing nations.

XIV. PACKAGING AND LABELLING REGULATIONS, SAFETY STANDARDS
AND HEALTH REQUIREMENTS (W‘ype, II1.B.1-3) ‘

90. Wide varieties of imported manufactures and semi-manufactures aréjaffected by
packaging and labelling regulations, safety standards and health requlrements‘ V
'Xlthough some of these are hardly protective devices, many are of spec1flc concern to
“the developlng countries, both because the cxports of tlb products in questlon ccounu
fof a large share of their total exports, and because they tend to flnd it espesla_ly
dlfflcult to satisfy many of the regulations. i

al. Packaglng and labelllng regulations may 1mposc adlelonal cssts on manuchuurers
1ntend1ng to sell their products in the couniry ma 1nt3.1n:|.nU such ubdndhras. M"rk—OI—
origin regulatlons and luoelllnc rcoulrenbnts provide’ bhu mos<T w1dcry~used exsnoles
Difficulties may be traced to the require ed languagu or languages, spe01flcatlons of”
content, and the measurement system employcd as stated 'on the product or 1u° A
contalner.‘ For exporters faced with serving a wide varlety of drfferent natlonal
markets, such requlremenus 1mplj ‘short packaglng runs, various toollng costs, ‘and
other expenses. It is neverthcless reasonable that 1mporu1ng qounurlos be permluted
to spec1fy that products sold in the domestic market state the orlgln of thp
merchandlse, its descrlptlon and its quantlty in thelr own national language dr“'
'languuges. Cost reductions could be achieved through multiple-language labelllng to

the extent practicable and specifying contents both rn metric and in English units.
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92, Protective and trade-restrictive elements, howevér, enter the picture when
requirements permit labelling only in %he language of the importing country or specify
that contents may be indicated only in the customary domestic measuring system.

" Periodic changes in these requirements may imposé additional costs and uncertainties
on fbreign exporters. Of particular imﬁérténée secms to be information specifying

' precisely what the relevant 1abellihg reduiremeﬁts are, for without it suppliers,
especially in developing countries, are faced with the risk of having shipped
unacceptable merchandige énd facing large‘lbsses. In the absence of such information,
even with relatively innocuous and_constaht requirements, the trade-restrictive effect
- could be substantial, ﬁLastly,~marks of ofigin and other markings may be requiréd that
are particularly costly, such as die-stamping of metal parts, which may substantially
raise costs and reduce the saleability of imports. All such measures bear s#n
additional restrictive element if they are not imposed on domestic products,'or are
imposed on them in a less rigorous mannér than on imports.

93. Perhaps even greater scope for cosﬁ—imposition and trade-inhibition is available
to importing countries through the application of packaging regulations, which may
specify the size, shape and material of the cbntainers in which mefchandise is packed.
The stipulation thét‘cans, packages and bottles must be of a certain size or shape can
raise the costs of foreign suppliers considerably or drive them from the market
altogether. Since the required specifications generally conform to those in standard
use by import-competing producers, the effect of such requirements is often restrictive
of trade. The problems of differing packaging'standards is clearly more burdensome
than in the case of labelling requirements becausé of the much greater costs involved.
Again, in all these cases the availability'of information about current standards, as
well as the costs of meeting them, may pose disproportionate difficulties for the
developing countries. ' “

94. A number of developed market eéonomy countries apply stringently administered and
restrictive‘labelling regulations to a wide range of manufactures and semi~mgnufactures,
in particular consumer goods such as prepared and preservedvfood produqts,'cgrtain
types of garments and other goods and these may be relatively more burdensome for the

developing countries.
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95. A number of measures may be considered for reducing the trade-restrictive effects
‘of packaging and labelling regulations affecting products of -export: interest to
developing countries., Wider publicity might be. given to the precise standards
currently in force, the nature of the control and approval mechanism and any changes in
such regulations. This would considerably reduce risk, would be especially useful for
the developing countries and would reduce the impact of simple differences in national
packaging and labelling requirements. Delays in the administration'of regulations
could be shortened and the costs involved in obtaining the necessary approvals.reduced.
Efforts could be made to harmonize existing standards and to elaborate genefally
acceptable labelling and packaging standards. In this connexian, consideration might
be given to the establishment of more liberal standards relatlng to the. 51ze, shape
and naterial of containers and to labelling in particular languages.

96. Safety requirements and standards also pose a problem, particularly in an-
administrative sense, because of the multiplicity of national and sub-national
government agencies as well as non-governmental organizations that are involved.
Particular problems arise in ccnnexion with construction materials, electrical
-appliances, plumbing and heating and air conditioning equipment, owing to variations
in national and local building codes, electrical standards and fire regulations.
Similarly, various kinds of pressure vessels, electrical apparatus, rubber products,

- transport equipment and safety apparatus are subject to control hy numerous public and
industrial bodies responsible for setting standards. In some cases, regional
vafiations in requirements make even internal tracde difficult.

97. Costs imposed on foreign suppiiers are similar to those described earlier in
cpnnéxion with packaging and labelling requirements for mass-produced products,
necessitating increased tooling costs, short production runs, and so forfh.r In meny
cases; the gaps in information and the costs involved in securing approval represent
a problem in that foreign suppliers often find it more difficult.to meet the require-
" ments than do domestic producers. Such standards might also be used deliberately to
impede imports. It should also be noted that in-certain cases inspection by private
‘or public bodies can only be carried out during manufacture or -in the importing

country, a requirement which may excludé‘foreign suppliers entirely.
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98. As'1n the case of packaging and labelling regulations, wide publicity could be .
given to safety and technical standards affecting products of éxport interest to 7
developing countries. . -

9. In view of the nature of the products subject to safety requirements and stahdards,
the immediate gain to developing countries from such efforts might be smaller,than in
the case of corresponding action relating to labelling and packaging regulafipns; but
the long~term benefits could be worthwhile. ;

100. Governments might agree, where practicable, to accept each other’srsafetj and
industrial certifications, either on a multilateral or on g bilateral basis, ahd 7
encourage . international standards organizations in their efforts towards tﬁe hérmoni—
zation and elaboration of uniform staﬁdards. In cases where standards are specified in
national legislaticn or are laid down by regulatory bodies, considerationvmight be
given to Bringing these into line wlith existing international norms. However, the
elaboration of these measures is exceedingly complex and will take a considefable
length of ~time. » ‘

101, Perhaps of more immediate concern to the developing countries than technical and
safety standards are health regulations applicable to manufactured and semi-manufactured
food products and other animal and vegetable items of which .they are major suppliers.. -
In this respect co-ordination and liberalization may be more difficult because of the
nature of the products involved and the direct bearing of the regulations on the

health and welfare of the public. Moreover, developing countries may be at a ‘
disadvaﬁtage in that there exists a feeling that standards prevailing in developing
areas are lower and enforced with greater laxity than in the developed countriés, with
resulting differences in the severity of standards imposed or inspections required.

102, Of particular® concern in-the matter of health regulations is the inspection of
production facilities,  which necessarily has to be carried out on the spot, and the
enforcement of penalties for the sale of substandard merchandise, which may be
difficult or impossible if the supplier is located abroad. Another problem arises from
the inspection process of imported products, which may be very time-consuming and
costly, and could in extreme cases result in product spoilage or have other effects

that may negatively influence the subsequent saleability of the product. This again

B e L e s e e i ‘*;~****"—'~'“~-'~~<;~ s e e i e e <y




TD/B/C.2/R.1
page 30

raises the question of unccrtainty, since the exporter may find his products rejected
on inspection even though he has met all of the health standards of which he was
awere, and makes it more difficult to meet the delivery time specified in contracts -
with buyers. There are also considerable differences among the developed market-
economy countries as to tolerable levels of bacteria content, and as to permissible
content of insecticides, certain chemicals, food colouring matter and certain food
additives. In certain cases there is the problem of import prohibition on public
health grounds. |

103. Moves in many developed countries to expand the range of consumer-protection
législation covering most food and non-food consumer goods, even if applied in a non-
discriminatory manner with respect to imports, may extend the role of such obstacles
vo trade substantially in the future. Also, even though there is little clear-cut
evidence that discrimination as between different foreign suppliers exists in the
application of health standards, there appears to be some concern that psychological
blases are reflected in the inspection process, especlally as regards goods originating
in the developing countries.

104. In evolving measures for liberalizing the-trade restrictive efforts of health
’regulations affecting imports of export interest to developing countries,
consideration might be given to the following: wide publication of. existing health
requirements, inspection regulations, attendant time delays and costs, clearance
procedures applied in developed market ecenomy countries and multilateral or bilateral
agreement on inspection certification of rrocessed and semi-rrocessed food products.
105. hLgreement might also be ébught on standardized inspection procedures at the port
of entry, costs, and time requirements, in order to reduce further the discretionary
element and the risks involved. Furthermére, the developing countriesvthemselves _
might take the initiative, either on a regional basis or as a group, of egtablishing
among themselves a uniform set of health and safety standards on a product-by-product
basis. Such standards could be devised in consultation with the appropriate _
authorities in the developed importing countries with a view to satisfying as many of

the existing requirements as possible.
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XV. TAX MEASURES (Type II.B.4-5) ‘
106. Another set of measures coming within the Type II category - dealing primarily -

with non—tradg—related problems but periodically employed for protective purposes -
concerns practices involving the taxation of imported goods. . A distinction is made -
between these'measures‘and‘the tax aids to import-competitors and exporters (Type I1.B.5),
tradefrestrictive intent. of which is generally primary, and not secondary and .
essgntially’fi;pal as in the present case.. Two groups of fiscal levies are discussed:
(i) border taxes, and (ii) excise and use taxes. The incidence of border taxes,.
however .justified, falls specifically on imported products., The incidence of "excise
and‘use‘taxes falls both on home-produced and on imported products. §

107. -A great deal of effort has gone intc the analysis of the border-tax adjustment
‘problem, both in the GATT, the CECD, the EEC and a number of national public and \
private Bodiesl . In genéral, those developed countries which rely heavily on indirect
taxes for fiécél revenue, mostly in Western Europe, maintain that the attendant system
of export drawbacks and compensatory charges on imports does not constitute an
important restrictive element with respect to trade. On the other hand, countries
relying primarily on direct taxes and other sources of fiscal revenue - whose exports
nonetheless face compensatory import charges in the former group of countries without
having benefited from drawbacks, and whose imports from them do not face compensatory
charges but have been subject to drawbacks - maintain that a significant distortion of
trade is at least possible, and probably occurs in fact. This issue is currently under
active consideration.

108;“Iﬁ;trade among indirect-tax countries, any distortions that exist arise from
overgompénsation or unde}compensation of the effective tax burden by means of border
tax adjustments.during thé export-import process. Such distortions are probably minor
and are likely to decrease further with the progressive adoption of value-added,tax
systems in the Western European countries. In trade with other countries, however, the
problem ié more serious and revolves around the question whether other kinds of taxes,
mu%icﬁlarly direct taxes, are or are not reflected iﬁ product prices. The problem is
further comblicated by the large number of direct and indirect taxes levied on producers
in some of these countries by State and municipal units, at least some of which are
unquestionably reflected in . prices. DMoreover, owing to the wide variations in tax
systems in the developing countries, the exports of some of them may likewise . be subject
to this particular obstacle to trade.

e ——

1/ See, for example, Organisation for Economic Co-operation and Development, Border Tax
Adjustments and Tax Structures in OECD Member Countries (Paris, OECD, 1968). See
also document TD/B/C.2/89 and Add.l.
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109.  Qver .and above the border-tax~adjustment problem itself, there is the question
relating to other types of border charges. The problem of valuation of imports for the
purpose of border-tax application may also be the source of some additional difficulty.
110. Among the developed market-economy countries under discussion here, Denmark,
France, the Federal Republic of Germany, the Netherlands and Sweden currently apply
value~added taxes, while Belgium and Iuxembourg are due to convert to this system on

1 January 1971l/. hustria, Finland, Ireland, Norway and Switzerlandrétill apply sing1e¥
or multiple-stage sales or turnover taxes. A1l undertake border tax adjustments; and

~ only Australia, Canade, Japan, New Zealand, the United Kingdom and the United States do
not apply such practices. In the case of these countries as well, all imports are
subject to whatever sales taxes exist, while in most cases exports are generallyexemptai
111. The valuation base for the border tax is usually the duty-paid c.i.f. import
value of the products in question, subject on occasion to a discount by a fixed amount.
In other instances, the countervailing charge consists of a relatively broad ‘range ofA
percentages, levied according to the nature of the imported product, and appears to bear
no systematic relation to the domestic tax itself. o '
112. There are few immediate initiatives that the developing countries could take in
the area of border tax adjustments. The compensatory import charges imposed by
developed countries represent a potential area of liberalization for imports from the
developing nations. However, if charges imposed on imported products only compensate
for taxes levied on the same or similar domestic products, partial or full . execption
of products from developing countries from such compensating charges would accord to
these products a preference over domestic prodﬁcts. This will not be the case if the
preference accorded concerns only the import charges in excess of taxes levied on |
domestic products. ‘

113. Use taxes, excise and other charges on imports represent a more scattered problem
and generally do not affect the entire spectrum of imported products. Many such levies
are of a revenue~producing type, intended by the implementing government primarily te
deal with matters not related to trade. Although many such levies are applied to both
domestically-produced and imported items, subtle discrimination is apparent in some
instances. The applicable tax rates may be steeply progressive by value or according te
certain physical characteristics of the commodity in question} with the result that
imports tend to fall at the high end of the tax scale and competitive domestic
products at the low end. |

_/ A1) EEC countrles are scheduled to use this system Consequently, Italy is also due
to convert. to this form of taxation. See document TD/B/C. 2/89 and Add.l.
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114. Also, the valuation base for such taxes is almost exclusively the duty-paid

c.i.f. value in the case of imports, a feature giving additional potential bias :
depending on the individual rate of duty. In some cases the taxed producﬁs are not
produced atrhome, while substitute items which are supplied domestically bear a

lighter tax burden or none at all. Moreover, ceftain taxes may be inordinétely high,
depressing consumption of the affected products and, even in the absence of protéctive
intent, bear unduly heavily on exports of trading partners. '

115. Among the individuel commodities affected, many developed market eéonohy coﬁntries
inpose heavy but non-~discriminatory consumption taxes on alcoholio beverages and
manufactured tobacco. ‘Perfumes, cosmetics and jewellery articles are also subjebt to
heavy taxes. These levies are also imposed on a number of cther products éuoh-as
mechanical lighters, fruit flours; vegetabie waxes, ecoffee exbracts, mineral waters,
motor fuels, furs, agglomerated cork, certain carpets and floor coverings and
automobiles.

116, The developing countries stand to benefit from general liberalization in this
field. They could indicate all such taxes of direct concern to them for inclusion in
vhatever liberaiization programme might be evolved for this type of measure. In this
connexion, there may be room for tax modifications in the case of individual manuféctures
or semi-manufactures of special interest to the developing coﬁntries.

XVI. CUSTOMS CLEARANCE, VALUATION, CLASSIFICATION AND
RELATED PRACTICES (Type II1.B.6-8)

117. Another set of cost-imposing obstacles to trade within the category of Type II
involves customs clearance procedures and customs practices which may be used in a
naimer that clearly constitutes a barrier to tradel/. So long as tariffs prevail,
customs procedures and the related costs are unavoidable. Hencc their existence should
not per se be considered a non-tariff obstacie. Yet when there is a notable divergence
from "standard" procedures which results in added costs and uncertainties, longer
delays, and the imposition of high customs duties, it is possible to speak of a non-
tariff obstacle and to suggest the possibility for its liberalization, with attendant
benefits for foreign suppliers. At the same time, customs procedures provide scope for
discretionary or arbitrary action which may be used in a protective and discriminatory
manner on an ad hoc basis, with the additional imposition of occasional high degrees of

risk on traders.

1/ The GATT provisions covering these questions are contained in Articles VII end VIII.




T0/3/G.2/R.1
page 34 »

118, Customs cléarance, procedﬁres and port charges encémpass a variety of

measures. Aside from the tine lapse and the resulting uncertainties, 51gn1flcant
costs may be associated with thenm, including expensive correction of errors, monetary
penalties and_flnes. Lack of standardization in this respect may likewise pose
problems. These problems}afe dealt with in the Customs Co-operation Council (cce),
and oﬁher international organizations ashwell as the Economic Commission for Europe

to secure simplification of formalities and reductions in costs.

119. At the custons frontier itself, costs, uncertainties and customs-service

delays are. attributable to a number of sources. Customs offices may be understaffed

or maintain short or irregular hours. Certificates of origin may be required either
as standard practice, in the case of certain products, or sporadically, on occasion
apparently in the discretion of the officials in charge. Customs invoices are
required in a number of instances, demanding thorough familiarity on the part of the
exporter with valuation regulations. Incidental fees or taxes may be required to be
paid on importation, or customs stamps may have to be purchased. These costs appear
..to arise particularly in connexion with the endorsement of certificates of origin,.
the levying of landing or traffic taxes, and so forth. There nay also be provisions
which prevent the return of duties paid on items found to be defective and
subsequently re-exported, or the duty-free imporfation’nf goods destined for re-
export may be prohibited. Moreover, there may be the danger of disclosure of
business secrets in cases where exporters are required to indicate the process of
manufacture of products and prices paid, information which subsequently may come to
the knowledge of the fofeign importer or final purchaser. :

120. Each of these practices represents a sdurce of costs, delays, uncertainties

and other negative influences, including problens invoived in contracting for firm
delivery times, poésible losses through spoilage of perishables,-and increased
difficulties in formulating -intermediate-range marketing plans. Apart from exﬁlidif'
customs matters, inadeqnate port and warehousing fécilities; of‘high transfer costs
and similar port considerations - to the extent that they are under the control of

the government - may also be considered under this category of non-tariff obstacles.
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i2i. Practices applied to imports in the developed market-economy countries include
regular customs-inveice requirements, regular certificate-ol-origin requirements,
sporadic demands for origin certificates and endorsement fees, traffic and landing
taxes and peidiodic customs service delays. These, of course, apply also to.
ranufactured and semi-manufactured imports from developing countries.

122, There are a number of possible avenues for the liberalization of consular ‘
ferpaiities, customs procedures, and other transfer costs. . So far as consular and
customs formalities are concerned, simpiification and standardization provide the
besv solvtion. Ffforts currently heing made to reduce the variety and complexity
of rejulred documerntation will doubtless continue. Even more promising is the
ghantardizacion of documentation and of the procedural aspects of customs clearance,
including tre elinination of documents such as certificates of origin and their
replecement with far simpler though equally effective devices. Similar
cropiirication may be possible for cusfoms invoices.

123, A11 such measures hold some premise of gain for the deveioping countries,
sirce the incidenze of customs corplexities may well be unusually great for their
axporters. Buat all nariies concernel are likery to gain from procedural
snplificotion. including those ilmposing the measures, as a result of reduced

orzruting costs and greater efficiency. The reduction and standardization of fees
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other costs would yield similar benefits. Lastly., the adequacy of port and
casvons facilities. though their inadequasy is sometbimes an inmportant barrier to
irpoits, is probably best handl:d on en ai _hoc basis.

12/. Ferhaps somevhat nore serious are customs valuation practices and procedures,
which vary coasiferccly from country to country and which somctimes allow for a
great deal of discretionary action on “he part of custons officials. Such procedures
nay «iifect 211 imoorts, or they may bear especlally on individual products or,
product groups.

125. There are a number of problens related to valuation as appiied by developed
zarket economy cotntries. First is that of c.i.f. versus f.c.b. valuation;
varigtions in bremspont charges and insurance costs affect the valuation and hence the

customs charge if goods are valued on a c.i.f. basis but not if vaiued on an f.o.b.



TD/B/C.2/R.1
" page 36 '

basis. Second, in theiqase'bf contractual ties between buyers and sellers, many
countries;’iﬁcludihg those Subscribing”to the Brussels Convention on the Evaluation
- of GOOdé for Qustohé Purpcses, replace the invoice value of the goods in question.
with a "normal' value - to reflect the price of the goods in the absence of such
contractual ties - for purposeé‘bf applying the customs charge. This ledds to
discretionary actiohs in‘defining both "contractual ties" and "normal value", and
appears to bear partlcularly'on trade-narked products and on industries where close
close tles between buyers and sellers represent standard practice. '

126, uystematlc or sporadic "uplifts" may be applled to invoice prices on a regular
basis in certain countries as a standard practice for raising customs valuation, with
“a gréat;deal of létitude sonetines allowed to customs officials in determining the
amount of ﬁhe.upiift. The timing of protective pressure and the application of

uplifts in many cases indicate that a commercial-policy function is being performed.

Even in countries which apply the Brussels definition of value (BDV), de facto
upllfts arée sometimes achieved by basing customs value on the domestic sales price

of the 1mported product minus a given margin, while other countries simply raise the
invoice value by a set percentage figure.

127. The existence of a wide variety of veluation methods in countries not applying
the BDV poées a serious problem. In some cases, valuation is based on prices of
compérable donestic products or, a valuation which has a still more distorting effect
on the basis of what domestic suppliers say they qoﬁld sell a product for if they
produced it - in the case of products not prescently supplicd by import-competing
nanufactures. In others, customs valuation may be based on the normal sales price of
the impbrfed‘product in the country of origin or the export value, whichever is
'highef; with thé'conseQuence that differences in costs and margins which naturally
exist between the two values are ndt taken into consideration. Because foreign
values are often difficult or impossible to determlne with accuracy, considerable
discretion and arbitrariness may be involwved.

128. Valuatlon may a1so be based on other more or less arbitrarily deternined values,
variously termed eair! values, "constructed" values, and so on. Special valuation

prattices affect individual products  in casés where the physicel characteristics of
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the product, such as the degree of alcohollc content or the strength of dyestuffs,
determine the establishment of thu customs value. An additional element of uncertainty
is involved when foreign—market values are verified ex post facto and the importer is
subsequently lieble for supplementary charges arising out of the investigation.

129. There is ample scope for the liberalization of custohs classification practices.
The existence of tariff schedules and nomenclatures differing from the BIN leads to
complications and uncertainties, sinply becauee of their differences. Additional
problems arise out of the greater complexity of systeme that do ﬁot employ the BIN
classification and from periodic changes and amendments in schedules. These problems
are often attributable to the difficulty, especially for supplier developing
countries, of determining beforehand precisely what the applicable tariff rate for

a given product will be, and to discretionary classification by individual customs
agents. ‘

130. Furthermore, the classification mayvvary according to whether or ﬁot the
1mported product is produced at home - for example, under the "made in Canada"

régine - and whether or not a given product is a substitute for another product on
which a hlgher rate of duty is imposed ~ for example, under Australia's 'substitute
notice" system. Packaging can also be used as a characteristic of discrimination

in classification' different tariff rates hay be applied to the same import
accordlng to whether it is shlpped in bottles or barrels, or in large or small
packed gquantities. _ _

131. Aside fron being subject to the aﬁplication of nomenclatures differing fron
the BTN, manufactures and semi-nanufactures subject to discriminatory classification -
practices'include‘textiles, chemicals, alcohols and glycerol, certain alcoholic
beverages end various other manufactures. Anong these, textiles and food products
are of especial export'interest to the developing countries and probably represent

those most ekposed to this type of non-tariff obstacles to trade.
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XVII. COTHER NON-PROTECTIVE MEASURES (Type III. 1-11)::

132, There are a number of policies, programmes and practices applied by the developed

-market econony countries that undoubtedly have a bearing on imports. and exports but that
exhibit no discernible protective intent, In view of their possible impact on the
trade of developing-countries, ahd the meagre or non-existent prospects for modifying
then or mitigating their presumed trade—restricfive effects, a brief discussion will
suffice to indicate at least their existence and general character.

133, One measure in the category of Type III which can be readily identified and the
ineidence of which can be determined is the use of government monopolies.  These
generally possess the exclusive right to sell and/or nmanufacture indiviaual products
either natignally or fegionally within a country. Their existence is -usually justified
on soclal security, or fiscal grounds, and their activities in the import-export field
are simply extensious of their predom;naﬁtly national activities. - A distinction 1s thus
drayn between government or government;sanctioned monopolies of prodﬁction and
distribution on the-one hand, and State-trading enterprises which are active exclusively
in the international area, on the other hand. In the latter.case, some cormercial--
policy intent is present- and prospects for modification of restrictive practices may
exlst. . In the former case, any trade-restrictive actions may be incidental to the
nmonopolies! primary functions. . ' |

134. State nonopolies may affect trade in ways very similar to those characterizing
restrictive business practices. Sales monopolies may buy or not buy from whomever they
choose, whether domestic or foreign suppliers, and preferences may be shown to domestic
products. Moreover, in the case of most sumptuary sales monopolies, the purchasing
policies are oftten closely governmed by the nature of consumer or user demand. - Produc-
tion monopolies will, of course, favour their own products .and import only whatever is
needed.to make up deficiencies in output or satisfy a particular demand - in which case
the imported product nay be so\priced as to be non~-competitive with the domestic item.
135, In various developed market econory countries, State monopolies prevail in the
following product groups: cereal meal and flours, alcoholic beverages, antibiotics,
vaccines and nedicaments, certéin yarns and cordage, various fertilizers, vegetable
alcaloids, snokers! supplies, ethyl alcohol, and tobacco products.1 Tt is virtually
impossible to estimate the trade-restrictive effect of such monopolies on the trade in

and sales of manufactures, which undoubtedly might vary greatly from one case to another.

1/ For a detailed analysis, see docurent TD/B/C.2/83 and Add.l.



TD/B/C.2/R.1
page 39

Wnereas there may be little chance of a major change‘in nonopoly legislation for reasons
of trade liberalization, it would be possible for monopolies in'déveloped narket

eéoromy countries to give consideration in their policies to suppliers fron developing
couniries.

136. Beyond this, there are a variety of government neasures that affect trade.

Regional industrialization and other structural policies implenented by the developed’
countries nay affect the trade sector to a greater or lesser degree. Taxes based on
location, and financial and transport incentives, may affect both imports and exports,
as mey public procurement that discriminates as betwecn regions. Efforts to assist
various disadvantaged population groups, particularly through the artificial stirmlation
nf labour-intepnsive industries, may have an important bearing on imports in high-labour-
205t countries. ' . A

137. Perhaps of greater overall importance are balance of payments policy measures which
can have various effects on the trade sector and even differential effects on different
oroducts, depending on domestic and foreign supply and demand conditions. Donmestic
cconcnic restraints for balance-of-payments purposés'tend to affect all imports; but
al7’ect some more than others, depending on how the restraint is brought ebout.  Measures
istended to encourage a switch in éxpenditures, through non-tariff and other measures

= '

spseially in emergencies, may leave the trade sector vulnerable as compared with the

case of direct interference in the financial sector. Even devaluation will have

2rentiel effects on trade in individual products, depending on the responsiveness of

e
e

~2ign and domestic suppliers and consumers or users to price changes.

Pt

735, Trade may be affected by differences in national tax‘syétems, qulte apart frcen the
Lorder tax question discussed earlier. There 1s little question, for example, that
direct tax systens and rates of tax applied to business firms affect their future price
enl guality comvetitiveness in the international marketplace through their ability to
re'nvest earnings. Likewise, the nesture of depreciation schenes and other tax write-offs
can have an important long range effects as can - in the more imhediate context of
selative cost levels - the nature of the national social insurance programie and other
preducer-boine charges and variations therein.

139. Somewhat different are spillovers of govermnment military or civiiian procurenent
prograrries. Much of the government-sponsored research and development work in the
nilitary and related fields can be and in fact is easily applied in business and may

have an irportant export or import-competing impact. Sinilarly, government purchases

of certain items may provide the necessary volume of production to render export or
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1mport—compet1ng productlon fea51ble and to lower costs and prlces " In some cases,
capltal equlpment flnanced by the government may be used for subsequent non—government
productlon, whlle the_publlc sector itself may take the initiative in the formation of
cotisortia’ and in flnan01ng the design stages of products that could not otheruise be
produced , 7 L |
140, It may also be approprlate to conslder differences in national weights and neasures
standards as an obstacle to trade in that such standards impose certain costs and have
been shown to be amenable to change.u Transport rates and policies by international
carrlers nay also have effects on trade. These are the subject of separate UNCTAD
studies. . ,

XVllI.. FREQUENCY OF DIFFERENT TYPES OF NON-TARIFF BARRIERS
1/1. knnex I summarizes information about different types of non-tariff barriersrthat
are ltemized in Annex II.  Individual measures have been counted at the level of five
or four-digit SITC_and fonr—digit BTN headings or sub-headings, as they are given in
Annex-II. Each measare_listed has been counted as one, irrespective of whether it
covers all or only'pariyof the relevant SITC or BTN heading., The linitations of
Annex II naturally apply also to Annex I; it is based on available information, which
is more conplete for some types of non-tariff barriers than for others. The types of
barrier for which the most conplete information is available are import quotas,
licencing requirenents, and State trading. Relatively incomplete information exists
for "voluntary" export restraints and domestic procurenent practices.
142, It should be’noted that the number of non-tariff barriers of a particular type is
not intended to be an index of the over-zll quantitative effect of that type of barrier.
However, it glves sone 1ndlcatlon of the number of itens involved.
143. There are a number of sub-groups of non-tariff barriers .of which no examples are
glven 1n Annex I. In most of these cases, the type of barrier in question is such
that it is generally applled across the board, not just to selected products.  This is
true of sub—groups I47, IB2, IIIZ, I113, IIT4, III5 and IIT6. A small number of other
sub-groups concern relatlvely intangible types of barriers which are difficult to relate
specifically to partlcular products (III7 and III8) or which do not result fron specific
governmental actions (III9 and I1IT10). For none of these sub—groups\are'restrictions
listed in Annex IT or Annex I, but their absence fron the list should not be taken to-

inply that the barriers concerned do not exist, or that their effects are unlmportant
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144. It may be seen from Annex I that Type I nmeasures - those specifically designed to
protect domestic producers or assist domestic exporters - are numerically the nost
important, accounting for 1,900 out of a total of 3,000 restrictions listed, or about
62 per cent, Most of the renaining restrictions arc of Type II, and only 83 Type III
restrictions are listed.

145. Wiihin Type I, Group A neasures, consisting of those operating prinarily through
quantitative restraints on trade, are predominant and account for over 90 per cent of
ths total. The largest sub-group here is IA5 - export restraints of a "voluntary™
nature - 444 of which are listed, most of them bilateral.  Global quotas (IAl) arc
next in importance with 313 restrictions listed, followed by selective or bilaterally
adninistered import quotas (IA2).under which heading 273 restrictions are listed.
There are also 219 examples of discretionary and restrictive licensing (IA3) and 203 -
cases of liberal licensing (I44). State trading and domestic procurenent practices
(IA8 and IA9) each account for fewer than 100 restrictions, although the latter group
nay be under-reported, since a number of countries appéar to apply domestiﬁ procurenent
practices to virtually all public sector purchases (see paragraph 55). '
146. Within Group B, over 65 per cent of the restrictions listed are variable levies,
supplementary import charges and similar measures (IBl). -
147. Of the Type II measures - those intentionally employed from tinme to time to
restrict imports or assist exports, though designed primarily for other purposes -
almost all the measures listed operate primarily through costs and prices, and hence
are in Group B, Those listed most frequently are safety and industrial standards and
regulations (IIB3), of which there are 379 cases. Custons classification procedures
(1IB8) and customs valuation procedures (IIB7) are also important, with 246 cases and
187 cases listed respectively. The other major sub-group is that of health and
sanitary regulations and quality standards (IIB2), under which 126 measures are listed.
Packaging and labelling regulations, including mark-of-origin rules (IIBl), use and :
excise taxes (IIB5) and customs clearance procedures (IIB6) are numerically fairly
unimportant.

148. Most Type III measures - these involving spillover effects on the trade secctor -
are of tie sort that either applies across the board to all imports, or are relatively
difficult to identify. The only sub-group which is relatively easy to identify, and
fcr which cases haﬁe been listed is III1l - government manufacturing, sales and trading

monopolies.  Eighty-three cases covering individual products are given in Annex I.
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7 A NOTE. ON -SOME- ALTERNATIVE APPROACHES FOR' DESGRIBING
If,ﬁ!ﬂ TNCTDENGE OF NON-TARIFF. BARRIERS

1. Annex II (columns 21 and 22) 1ndlcates roughly the 1n01dence or frequency of
appllcatlon of the various types of non-tariff measures taken _together.on products or
product groups of export 1nterest to the developlng countrles -The figures given: in:
the above-mentloned columns are intended, to provide only an ordlnal ranking, and no-
51gn1flcance should be attached to. thelr absolute levels. More refined and -reliable
1ndlcators of the 1nc1dence or restrictiveness of the measures  may :be devised, but
lack of the requlred 1nformatlon dld not allow their use in ithe’ present study. 1

2.2 There are a number of ways of descrlblng the incidence of non-tariff barriers. -
These 1nclude the degree of 1nten51ty with which non-tariff measures’are applled Dby
1nd1v1dual 1mport1ng countrles (cross-country comparisons; of non-tariff- usei); “ the
degree of vulnerablllty to such barriers of, individual exporting countries;.. the
susceptlblllty of 1nd1v1dual products or product groups to the imposition -of..non-tariff
measures, and the 1ntens1ty w1th whlch individual types of non-tarlff barriers-are:
applled as 1nstruments of commer01al policy relative to other types of trade!méasures,
1nclud1ng tarlffs. TFach of these has its own merits and limitations, ;and:the .choice’ ﬂ
of any one of them depends to ~some extent upon the objective for which an: ‘analy$is- of

‘ incidence 1s belng sought and on, the avallablllty of the required information and”data.
3. Columns 21 and 22 of Annex II attempt to describe, in rather' crude terms, the
1n01dence of the non—tarlff barrlers covered by the present study, on the basis of the
number of non—tarlff barrlers encountered Two methods were chosen because of ‘their
relatlve 51mpllclty and also because the data required for their application are ‘more
readily avallable.. Furthermore, they give some indication of which products or ’
product groups appear to be more heavily subjeect to non-tariff barriers - 1nformatlon ‘
which would be useful 1n the con51deratlon of these megsures as applled ‘to -exports of
interest to the developlng countrles . ' R

4. The methods used for estimating the 1n01dence of barriers are based on indices:
designed to reflect the intensity ofrnon-tariff barrier applications to individual =%

products or product groups, such that: - (i) .the more countries apply non-tariff -

_/ The 1nventory of non—tarlff measures is not intended at_this .stage to cover each
-and every type of non—tarlff measure nor all the products affected by such measures.

N\
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barriers on a product, the greater is the incidence of non-tariff measures on that
product, and (ii) the more frequently countries apply multiple non-tariff barriers to
a product, the greater is the incidence.

5. To arrive at the figures in column 21, the number of non-tariff barriers in
selected developed market economy countries applied to a product was counted.l/ This
sum may be used to reflect the incidence of barriers2 in comparison with corresponding
values for other products, or it may be divided by a constant to produce an unweighted
index which may be compared with other types of indices constructed subsequently.

The figures in column 21 of Annex II represent such an index and the constant used is

the number of developed market economy countries including the EEC applylng the

3

non-tariff barrlers.—/
6. 3ince it is reasonable to assume that the size of the market protected by
non-tariff bvarriers is relevant in the consideration of the incidence of the barriers,

€.g. that a Type 1.4.1 measure applied by a large economic unit or market to a product

;/ As mentioned earlier, there are a number of non-tariff barriers generally applied
to all types of imports and not just to selected productb. These are not
covered in these estimates.

g/ The assumptions are: homogeneity of non~tariff measures; no redundancy as
between individual non-tariff measures in the case of multiple applications; the
degree of redundancy between these measures and tariff is zero; the size of the
market is of no importance for the incidence of the application of non-tariff’
measures.

Some of these assumptions may be relaxed; for instance, all the non-tariff
measures may be ranked according to restrictiveness and weighted accordingly, or
possible redundancy of non-tariff measures may be adjusted by means of the
reciprocal of the applicable tariff rates in each instance.

g/ The index Vj given for product j in column 21 was defined as:

Vj = Nl + N2 + "'.Nn

I

Where Vj represents the unweighted incidence of non-tariff barriers applied
by selected developed market economy couniries including the EEC to product j,

Ni represents the number of non-tariff barriers of type 1 applied by selected
developed market economy country or economic unions (BEC), (N equals 1 to 38), and,

I represents the total number of countries or economic unions under
consideration (I equals 20).
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tends to have a greater impact on exports of developing countries than the same
measure applled by a smaller economlc unit or market, some adjustments to the 1ndex
would be desirable. In this case, some indicator of market size would have to be
integrated into the calculation of the 1nc;dence of barriers, so that heavier weight
is given to cases of non-tariff protection of large markets and less weight to its
application to smaller markets. Such an indicator might simply be derived from a
rankfordering of countries or the gross national products of the various countries
applying the non-tariff barriers. The latter was used in\arriving at the figures in
Column 22 of Annex II since data for gross natlonal product are readily available.

7. The figures in Column 22 were calculated as follows: the gross natlonal product
of each developed market economy couhtry,'including the EEC, applying thernon—tarlff
barrier was multiplied by the number of nou-tariff measures imposed by it, the results
summed over all 20 applying'units, and the total divided by a constant made up of the
combined GNPs of all the units applylng non~tariff barriers. The figures in

Columns 21 and 22 may be compared for an 1ndlcatlon of the influence of market size, as
measured by gross national product, on the results. The figures in Column 22 give an
ordinal comparison of the incidence of non-tariff measures on the various products or
product groups.ﬂ The larger the index number, the greater is the incidence of non-
tariff barrlcrs applied to that product, adjusted for the market size of the applylng

units.

1/ 1In the equation, this took the form:

N, (Y

1 () + ... N (¥)

1) ¥ N2 2 S n 'n
wj =

Y.
i
1
Where Wi represents the (weighted) incidonce of non-tariff barricrs applied by
developed market economy countries including the EEC to product j adJusted for the
market size of the applying country or customs union, :

II‘\/' B

i

N: represents the number of non—tarlff barriers by country or customs union 1,
. N equals 1 to 38,

Ys represents the gross national product of each developed market economy
country or customs union as an indicator of market size (for customs union,
combined GNP of membgr countrles), and, : -

-
-

-

Y. represents the combined GNP of all countries or customs unions

i . .
1 under consideration.

e

e
i
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8. Some additional insight might be obtained into the incidence of non-tariff
berriers by applying trade data and estimating trade-weighted incidence rates on the
basis of one- or two-digit major SITC product groups. For example, for each one- or
two-digit product group the percentage of individual products subject to non-tariff
neasures could be calculated for each country or customs union and for a1l the
developed market economy countries combined.

9. Also, the percentage of the country's imports entering under non-tariff barriers
might be illuminating, and this could be calculated in respect of major cormodity
groups or total imports for individual develéped riarket economy countries and customs
unions and for the combined developed market econory countries. The resulting index
would show the over-all volume of imports into developed market economy countries
that is subject to non-tariff barriers and its importance relative to their total
imports., l

10. As nentioned earlier, the methods employed in describing the incidence of barriers
are an attempt merely to give some rough indication of the susceptibility of individual
products or product groups to non-tariff measures or which product or product group
tends to be subject to a high degree of application of such measurcs. They are not
intended to indicate the degree of intensity with which these barriers are abplied,
the degree of vulnerability to such measures of individual developing exporting
countries or the restrictiveness of the non-tariff mneasures.

11, Ideally, it may be desirable to move away from the concept of the incidence of
barriers to a description of the restrictiveness of the non~tariff measures applied
to products of export interest to developing countries. Subject to the availability
of the necessary information and trade data, it nmight be useful to attempt sone
estimates which involve the celculation of a hypothetical trade volume 6r one that
would be achieved in the absence of non-tariff barriers, which could be compared with
the actual trade volume in the presence of these restrictions. This could be done in
a number of ways.

12. For instance, prices of products prevailing within the country or region protected
by non-tariff barriers may be related to comparable prices prevailing outside the
country or area which, in this case, might ideally be the c.i.f. price of the lowest-
cest suppliers plus the applicable tariff. This would yield net domestic-external
price differentials, and approxinate values representing demand elasticities night be
applied to determine. the hypothetical trade volume and the degree of restrictiveness

of the non-tariff barriers as calculated. Alternatively, hypothetical trade volumes



TD/B/C.2/R.1
page 46

rnay be derived directly from imports by analysing the import structure of countries

that do not apply, or apply only very few, non-tariff restrlctlons, adjusting for )
differences in the economic varldbles between countries which apply and those whlch do
not apply non-tariff barriers and for ulfferences in tariff levels. ' Another . )
possibility might be to determine the reaction of a countryt!s imports to the imposition:
of a particular non-tariff barrier and to estimate its restrictive éffect,\after
accounting for changes in other relative variables. | '

13, The first approach would yield a net price difference attributable to the non-’
tariff barrier, which could be converted into a tariff equivalent. The other two
nethods would yileld volune éffects which can in turn be converted into tariff
equivalents by applying apprbpriate values for the price elasticity of demand. These -
tariff equivalents of non-tariff restrictions could then be combined with the 7 |
applicable tariff rates in order to work out composite estimates of tariff end non-tariff
protection. The net domestic-external price differentials, una&justed for the applicable
tariff rates, could provide the cémp051te protective rates, ' i |
14. Any of these analytical téchniques could result in a detailed product-by-product”
analysis of non-tariff barriers to imports of export interest to developing countries,
‘but its usefulness would depend on meaningful price comparisons, accuracy of the

elasticity values applied, and other factors.
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nay be derived .directly from imports by analysing the import structure of countries 

- that do not apply, or-apply only very few, non-tariff restrictions, adjusting for -
differences in therecoﬁomic variables between countries which apply end those which do
not apply non-tariff barriers énd for differences in tariff levels. ' Another.
possibility might be to determine the reaction of a country!s imports to the iﬁposition'
of a particular non-tariff barrier and to estimate its restrictive éffect,‘after |
accounting for changes in other relative variables. / '

13. The first approach would yield a net price difference attributable to the non<
tariff barrier, which could be converted into a tariff equivalent. The other two
nethods would yield volume éffects which can in turn be converted into tariff
equivalents by applying apprbpriate values for.the price elasticity of demand. These
tariff equivalents of non-tariff restrictions could then be combined with the 7
applicable tariff rates in order to work out composite estimates of tariff end non-tariff
protection. The nect domestic—external’price differentieals, unadjusted for the épplicable
tariff rates, could provide the cdmposite protective rates., - ' ‘
1. Any of these analytical tebhniques could result in a detailed pfoduct—by—product*
analysis of non-tariff barriers to imports of export interest to developing countries,
but its usefulness would depend on meanirigful price comparisons, accuracy of the

elasticity values applied, and other factors.





