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REPORT ON EXPERT GROUP VEETING HELD ON O AND 10 DECEMBER 1969

I. ' Classification of products

The Expert Group had to discuss a few remaining details of the system of
product categories it had established in its preceding mceting The expert of the
United States announced that he could agree to the proposal ‘to distinguish textiles
by the main. fibres haed- and the expert of the Europesan Economic Communities zave
his approval to having a number of sub-categories distinguishing the main non-
ferrous metals and their semi-manufactures. The Expert Group thus agreed to a
classification of twenty~threc product categorics and 119 sub-categorics on which the
main tavulation, Summary Taobulation IX, should be bascd. It wes agreed that this
classification and its definitlons were purely illustrative, solely for the purpose
of economic analysmo, and could be modified and further broken down if this were
considerced necessary for any further studies that might be undertaken. In this
connexion Canada expressed its concern with regard to the sector of transport
equipment where agricultural itractors and motor vehicles were aggregated together
with road motor vehicles. Since many countries were not able to make a statistical
distinction in this regard, Canada was prepared to agrce with the actual classifica-
tion of the scctor concerned but reiterated its viewpoint as to the importance and
validity of a more detalled breakdown which Canada might want to pursue at a later
stage.. The Group agreed that Canada could ask the secretariat to prepare an
additional paper summarizing the information from those countries in whose statistics
the distinetion was made, when this subject would be dealt with by the Commitiee on
Trade in Industrial Products. This information could then be discussed along with
the main tabulations. Several experts expressed the view, emphasized at an earlier
mecting, that this might also be necessary in other BIN headings, since somec of these
groupings cover an extensive number of products of which a more refincd analysis may
appecar useful.

IT. Detalled listings by countries

The EEC recalled its rccommendation to add an indication of the percentage of
the volume of trade for those items of the United States tariff which are covered by
several headings of the BETN. This could be done either in the detailed listings or
preferably in a separate table which would, at the same time, crver the concordance
between the Brussels Nomenclature and the tariff of the United Liates in both . :
directions. Tt was agreed that trade allocations should be included in the up-datod
detailed -listings of the US for United States tariff numbers which correspond to more
than one fouwr-diglt BIW heading. The United States would also supply the
secretariat with a condensed version of the concordance showing allocations at a
four-diglt BIN level for circulation as a working document. . This was already re-
ceived by the secretariat and will be appended to the final version of the US basic
listing.
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TII. Methods of calculating toriff averages

Introducing the dizcuczion onclternative methods of calculating teriff
averages, the scerotarist pointed out that all tariff averages which it is
possible to calculatve have some inadequacies from some points of view.  The
rasults of tiw cxperimental caleculations undertaken by the seeretariat based on
the tarlfis of the United States and the ¥uropean Economic Community and pre-
serted te thiz Group in four tables, indiceted that three of the formulas used hod
an upward, and threc a downward bias; and, furthermore, that weighting at the
tarlff line lovel had, in general, morc pronounced cffects than weighting at the
ilcvel of BIN headings. The problem before the Group was to agree on a minirmum
number of averages to be included in Summary Tabulation IX, it being assumed tinot
211 mombers of the Group wouldd be unable 1o agrce that any single average could
be considered a "trus" average. '

One expert regretted that the sample tabulations should have included cal-
culations for only two tariffs. The scecretariat explained, however, that the
two tariffs selected chould provide a useful indication of the results of the
methods selected for calculation of tariff averages because of the differences in
their structure both as regards the detail of the breakdown in various categories
and the variation of the tariff rates. :

One expert, while agrecing that therc was no single satisfactory way of
measuring the average level of individual tariffs, considered that two avercges,
Nos. 4 ond 5, should fulfil the needs of the Tariff Study; the first calculatcd
from national tariff lines weighted by the country's own most-favourcd-nation
imports, and the scecond, weighted by the country's own most-favoured-nation
inports up to the BIN heading level and then further reweighted by "world! imports
(including preferential and arca imports woighted at most-favoured-nation rates)
at the categcy level. He was rcconxmending the first average he had mentionced
because it was the most widcly used method of summerizing an individual country's
tariff schedule, and the traditional mecthod used in trade negotiations. He
further stressed that most-~favoured-nation imports only should be used for
weighting since policy makers and negotiators are interested in relating averages
to the zctual trade flows which are subject to these tariff levels. In addition,
he said that academic studics show that the degrec of downward bias inherent in
this method of calculation had already been considerably reduced and is relatively
modest as a result of the Kenmnedy Round concessions since the range of rates in
each country's tariff schedule was greatly narrowed and the degree of harmoniza-
tion increascd. Average No. 5 was recommended to provide an average which gives
more proper weight to individual dutics and corrccts any downward bias which
remains. By including preferential and intra-arca trade in "world imports" at
most-favoured-nation rates, the downward bias of weighting by o country's own
most~favourcd-nation imports at the tariff line level should be largely removed.
This average should thereforc be used because 1t seems to have the least inhercnt
bias and provides, for purposes of economic analysis, the most uscful measure of
comparing tariff levels among countrics.



COM. IND/13

-

Page 5

In discussing the advantoges and disadvantages of the various methods,
several experts stated that averages calculcted directly from unweighted national
tariff lines werc more suitable for the purpose of the Tariff Study. The
weighting of customs duties by the country's own imports introduccd a downward
bias because of the fact that where duties were high or prohibitive, imports were
generally nil or negligible, whereas the latter were substantial where duties
were low or nil; as a result of such a weighting therefore, the importance of
the high rates diminished considerably and the low rates had an unduc influence.
Some exports added that the bias introduced by weighting by.a country's own
Imports, at the lovel of tariff lines, was not corrected by re-weighting BIW
averages according to the pattern of "world" trade at the category level as onc
expert had argued beocause, as the sccretariat had indicated, the offects of
weighting at the level of individual tariff lines were in ger.ral morc pronounced
than thosc of weighting at the more aggregate level of BI'W headings. Onc of the
experts said furthermore that as 2 result of the Kennedy Round the range of rates
in individual tariffs had been reduced to a limited oxtent only, and that it had
beon possible to achicve tariff harmonization only in c¢ertain scetors, and not in
the majority of cascs. )

In the view of scveral cxperts, a simple arithmetic average of national
tariff lines in cach BIN heading, then weighted by "world" imports at the cate-
gory level, i.c. the average No. 2, reflccted best the truc situation.. The
disadvangage of the downward bias, inhercent in any weighting by the country's own
imports, was eliminatcd if one sclected a simple arithmetic average, at the level
of individual tariff lines, and a weighting by "world" imports (including
profiorential and arca imports woighted at most-favoured-nation tariff rates) at
the level of BIN headings. In the abscncc of. any detailed statistical data on
"world" imports at the level ¢f individual tariff lines, such average would be
the best roflection of tariff preotection in individual countries. One’ racmber
pointed out, on the other hond, that the strong upward bias inherent in a simplec
‘ arithmetic average at the tariff line level is not fully removed by weighting by

"world" imports at the level of EIN headings. - Average No. 2 retains an. upward
bias as can be scen from the semple. calculations produced hy the sccretariat.

It was felt by certaln members.of the Group. that the simple arithmetic .
average, which would indieate the uppor limit of the range in which the corrcet
average would lic, should be shown aleng with its standard deviation which it
had previously becen declded to calculate. One momber suggested, howover, that
the meaning and uscfulness of simplc arithmetic averages of individual tariffs
was extremely limited as the results depended solely on the degrec of detail in
each tariff schedulc and bore no relation to actual trade-flows. In this
expert's view inordinate welght was given to tariffs charged on obscure products
which were insignificant in international trade, snd sincc tariff schedules werce
usually more detailed in highly protected, import sensitive industrics, the resulis
of this method had 2 strong upward bias. Furthoermore, wide variations in the
degree of this dotail among countrics make. international: comparisons based on
unwelghted averages highly suspect.
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Most of the experts who cxpressed an opinion felt that only two formulzs for
caloutating averzges should be chosen so as to indicate the range in which the
truc average might possikbly lic. They also folt that the ineclusion in the
tobulations of more than two averages would be confusing to users not possessing
speeialized stotistical training; especially so, since scparate averages would
be caleulated for {(2) all items and (b) dutiable items only, so that the usc of
twe formulas would result in four average figures, threc formulas in six, ute,
For this purncse thoy weould choosoe one avercge with unweighted tariffs at BTN
level and another average with weighted tariffs at this level should be included,
and they were willing To agrec that averages Nos. 2 and 4 would be appropricte.

One expert said he could accept the inclusicn of average MNo. 2 only if both
averages Nos. 4 and 5 werc also calculated. Othor experts were unable to acccpt
bothh Nos. 4 and 5 unless the simple arithmetic average as well as No. 2 werc
accepted. The cxperts then regretfully decided that, in these circumstances, it
would be neecessary to calculate thesce four averages, and it was suggested that the
tabulations be accompanicod by detailed notes showing the methods of caleulation
and the advantages and disadvantages of cach avorage. One expert expreésad the
“hope that the decision would he reconsidered in the capitals in the light of the
arguments adduced, and that it would be possiblc for the cxpert who had opposcd
it to concur in the sclection of “wo averages. Another cxport szaid he belicved
nis Govermment would be unablc te accept averages Nos. 2 ond 4 alonc in the light
of the points discussed in the Expert Group. He therefore believed the Group
should regard the seleetion of the four zverages indicated as a definitive
decision.

IV. Discussion of Summory Tobulation ITI comprising imports from developing
countrics

A secreot riat proposal for a scpirate tabulation o. imports from developing
countries was distributed during the mecting and the experts werc not able to
study it prior to the mecting. Onc cxpoert recalled an carlicr proposal according
to which separatc tabulations should be produced for cach developing country
listing imports from that country into cach of the countrics included in the
study. . This would show all tariff lincs in BIN order, the most-favourcd-nation
rates, the valuc of total imports and of imports from the developing country in
question. Such tabulations could be provided for cach developing country, listing
its oxports to ecach of the othor countrics in the tariff study. Another cxpert
reminded the Group that this information was available from published statistics
or on magnetle tape in the importing countrics and could be obtained directly from
them. The experts from developing countries agrecd that information on actual
rates of tariffs applicable to particular products of interest to developing
countrliecs was rcadily availablc in the published literature. ‘The purpose of the
summary tabulation which the seerctariat was being requested to prepare was not
merely to collcet information on actual rates of tariffs btut to provide a basis
for furthoer analyses by the Committce on Industrial Produets of the tariff problems
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faced by developing countries, as a result of peak rotes and tariff differcntials
which applicd to their prodﬁcts. in its proposal the secretariat had suggested
that imports from developing countrics should be listed by tariff lines, arranged
into the product categories and sub-categories carlicr agrecd upon by the Group.
The: Jisting could either be exhaustive or seleetive according to some quantita-
tive criterion, such as a minimum percentage share of imports from developing
countries in total imports entering under cach tariff line. Responding to an
expertfs question, the scoretariat tentatively cstimated that the choice of

1 per cent of such imports as a eut-off point would lead to the ineclusion of
about 40 per cent of all tariff lines, on the average, in the tabulation.

Cne cxport noted that such a mechanical lmstmng of imports from developing -
dountrics would be likely to show that, cven in individual product categories or
sub-catogorics, the Jarge countrics inecluded in the study were importing differcnt
products; a tarif? summary basced on such a sample would not be comparable between
the dmporting countrics studied. Moreover, as rcgards cach- ind"strial country's
tariff, such a culcul ation would not PGflCCu propcrly the tariff structure which
dcv;loplng countrics arc faccd by. : )

The exports agreed that full inter-countery comparability could only be
censured in the tabulation under discussion by procceding on the basis of an agreed
list of products imported from developing countrics. In this casc, individual
importlng countries’ toriff rates on identical products would be determined,

verazged and compared. ‘It was realized, however, that this procedurc was not
feasible, first, for the difficultics inherent in establishing such a list and,
sceond, because it would then be necessary to cstablish the definition of cach
listed product in the tariff of cach country - since the same product may be
covered by o diffcrent number of tariff lincs in ¢ach national tariff - and the
amount of work this would involve exceeded the capocity of the secrctariat.

Another difficulty mentioned related to &d valorem cquivalents of specific
dutiecs to which imports from developing countries might be subjected. The
cxperts from developing countrics stated that in most product categories, the
developing countries supplicd itoms of lower quality and value, and that there-
fore the incidence of any specific duty was highor on imports from doveloping than
from developed countrics. Conscquently, they considercd it important that, where
speeific duties were lovied, scparate ad valorcm equivalents should be calculated
from unit values of imports from developing countrics only and that such ad
valorem cquivalents should be used in the tariff averages of this tabulation.
BExperts from two dcveloped countriecs sald it would be possible for them to supply
such special ad valorcm equivalents, but scvercl othor cxperts rescrved thelr
position as they had to consult their statistical scervices first. It was thus
neeessary to postponc further discussion of this problem until a later meeting.

In view of the shortcomings of both possible approaches to such a tabulation -
i.c. cstablishing a common list of products importcd from developing countries and
a listing or sclectlion of imports from developing countries by the computer - one



COM.IND/235
page 6

of thc experts proposcd o compromlse solution, consisting in the sclection ond
tabulation of BTN headings in which Imports from develoning countrics were par-
ticwlerly strongly reproscicted. Intor-country comparability being fully onsurcu
at the level of BIN hcading, the oxperds wore willing to consider this proposal.
It was agreed that the scerctariat should consult the experts from developing
countries on the basis of suggestions made during the mecting as well as ithe
original scerctariat proposal and formulote a procise proposal which couid be
considered at the next mooting of the Export Group, oxpected to be held towards
the ond of Moreh or carly April 1970. It was conphasized that the new pronostl
should be distributed sufficicntly in advance of the next mcoting. ‘

V. Other business

. The Expert Group also discusscd its future programme of work. The _
secrctariat noted that tabulations as complex as those agreed upon by the Group
would have to be accompanicd, when tronsmitted to the Industrial Committce, by
concisc explanatory notes. As it was important that the notes should be both
exact and ecaslly understandablc, the sccrctoriat would preporce a draft but would
like the exports themselves to correct and endorse the text. This could be part
of the business of thc noxt mecting of the Group in March or April.

One expuert pointed out that requests might be expected from other governments
as well as international and private organizations, even universitics, for the
information which the seerctariat had asscmbled in the course of the Tariff Study.
Sinecc this would have both political and cost implications, it would be useful to
have this problom considered in advance. It was agreed that such a discussion
should talke place.



