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IMPLICATIONS ON GATT SCHEDULES OF THE INTRODUCTION OF
THE HARMONIZED SYSTEM FOR COMMODITY DESCRIPTION

Note by the Secretariat

In reply to requests mace in the Committee on Tariff Concessions for
a secretariat document on the implications of the introduction of the
Harmonized System for Commodity Description on GATT Schedules, the
secretariat has prepared the following preliminary notes.

1. Characteristics of the Harmonized System

1. In 1970 a Harmonized System Committee was created within the
Customs Co-operation Council in Brussels with a view to studying the
possibility of establishing a "Harmonized Commodity Coding and Description
System" which would serve the needs of customs, external trade statistics
and forwarders. Such a System would greatly facilitate international trade
since the same code number would be used at any stage of a commercial

transaction (trade catalogues, transport documents, customs declarations,
insurances, etc.) .

2. The Harmonized System is based on a revised version of the Customs
Co-operation Council Nomenclature (CCCN) completed by the creation of
sub-divisions and referred to as "structured nomenclature". The
Harmonized System will most likely be based on 6-digit headings (with
freedom for governments to further split up headings and use more digits
if they so wish) and will represent an amalgamation of the CCCN (used by
most countries in the world with a few exceptions, inter alia: Canada and
the United States) and the SITC (the nomenclature elaborated by the
United Nations for statistical purposes and used by most .countries). In
the beginning of the work on the Harmonized System it was foreseen that
the CCCN would be maintained as a separate 4-digit entity, but it has
later been recognized that the co-existence of two international
nomenclature systems (with two different managing bodies), would cause
considerable technical difficulties. There seems therefore to be a growing
trend in favour of the establishment of one single system, the Harmonized
System, which would be put into force through the adoption of a new
Convention.
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3. The work on the Harmonized System is far advances. The
nomenclature itself will be ready in a few weeks and the explanatory notes
b-, the end of 1982. It is expected that the date for implementation or the
harmonized System, whiich will consist of the structured nomenciature

version of the CCCN and Explanatory Notes, willbe 1 January 1985.

4. In its present version the CCCN includes 1,011 headings. The
revised CCCN will consist of more than 1,200 4-digit headings and it is
estimated that the structured nomenclature at the 6-digit level will
practically quadruple the number of headings. To give an example,
heading 07.01 at present entitled "vegetables, fresh or chilled" will be
split up into nine newt headings covering specific vegetables or groups of
vegetables of particular significance in international trade. However, some
smaller industrialized countries have brought to the attention of the
Customs Co-operation Council their preference for the adoption of the
Harmonized System at a 5-digit level and the difficulties that their national
customs authorities would encounter should the Harmonized System be
compulsory at the 6-digit level. It is also clear that for many developing
countries a split up beyond the 4-digit level would be unnecessarily
complicated. It seems, however, that the problems of both these groups
of countries could be solved through the use of zeros for the fifth and/or
sixth digits; any special national sub-headings could then be introduced
at the seventh-digit level.

5. The fact that one tariff item will be split up in several new headings
should not in itself create a particular problem in respect of GATT
concessions because it would be simple to maintain the same tariff level
previously applied for the various new items. However, problems are
likely to arise when parts of items with different tariff levels will be
combined into one newheading. According to the Custorms Co-operation
Council regroupings of items or parts of items under one single hearing
will be quite frequent. Travel goods could be taken as a practical
illustration. Up to now, travel goods of all kinds and materials could be
found under various headings:

ex 39.07 Travel goods and similar containers of. moulded
plastic

42.02 Travel goods and similar containers of leather and other
specified materials

ex 44.27) Travel goods and similar containers of wood
ex 44.28)

ex Sect. XV Travel goods and similar containers of metal
(Chapters 73 to 81 )

The Harmonized System foresees that all travel goods be grouped
under heading 42.02 + additional digits which will cover articles of various
materials but will not necessarily reflect former classifications. Another
important case will concern Chapter 90 "Measuring, checking instruments
and apparatus, etc." where there will be no more distinction between
electronic and non-electronic equipment. In such cases, the country
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concerned could of course maintain the bound rates by splitting up the
new item in further sub-headings with rates corresponding to the previous
bindings and adding, if necessary, a 7th digit. Another possibility would
be to apply to any element of the new heading the lowest bound rate
previously applicable. These two solutions might however, in many cases,
be excluded for practical reasons and a renegotiation will then be
necessary.

II. GATT Experience

6. At the time of the adoption of the Brussels Tariff Nomenclature in
1950, attention of the CONTRACTING PARTIES was drawn by the
"European Customs Union Study Group" to the difficulties which might
arise in connexion with the adjustment of GATT schedules for the
countries that would adopt the new Nomenclature.

7. The matter was taken up at the Fifth Session of the CONTRACTING
PARTIES in November 1950 where it was suggested by the Chairman that
"any adjustment of the schedules might be dealt with by reporting them to
all contracting parties and allowing a suitable delay for scrutiny; in the
absence of objections, the adjustments would be deemed to be approved
unanimously and this approval would be formalized in due course by means
of a protocol of rectifications" . At the same session, the CONTRACTING
PARTIES found that the adoption of the Brussels Nomenclature presented
no basic problem so far as schedules to the General Agreement were
concerned and agreed that a contracting party wishing to change the
nomenclature of its schedule could resort to the normal rectification
procedures.

8. At that time, only schedules annexed to the Geneva 1947 and
Annecy 1949 Protocols were affected. Governments considerably delayed
the transposition of their schedules into the new nomenclature and it was
only in 1958 that schedules in the new nomenclature started to appear in
Protocols of Rectification. In fact, the preparation of draft schedules in
the new nomenclature gave rise to extensive renegotiations under
Article XXVIII in respect of several countries.

III. Implications of the Introduction of the Harmonized System

9. It is clear that the introduction of the Harmonized System will mean
considerable changes in the national tariffs and, in. view of past
experience, it can. be envisaged that there . will also be extensive
modifications of the GATT schedules of the countries concerned. Many of
these changes can certainly be introduced in the schedules through the
rectification procedure but the adoption of the Harmonized System will no

doubt entail comprehensive renegotiations under Article XXVIII of GATT.

10. If Canada and the United States decide to adopt the Harmonized
System, renegotiations would be particularly extensive in their cases. For
the countries already using the CCCN, the need for renegotiations will
vary from country to country, depending on the extent to which their
customs duties are bound to GATT and to which extent their present
national tariff headings are subdivided.

1GATT/CP. 5/SR.3
2BISD, 3S/127
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11. Most industrialized countries have bound in GATT almost the totality
of their tariff items. A table showing the extent to which tariff lines are
bound in the countries participating in the Tariff Study is reproduced in
the Annex.

12. It seems highly desirable that contracting parties endeavour to
prepare as soon as possible their consolidated schedules in accordance with
the requirements of the Loose-Leaf System, so that rectifications and
renegotiations of old concessions in connexion with the adoption of the
Harmonized System could be carried out on a transparent and sound basis.
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ANNEX

IMPORTANCE OF GATT BINDINGS

COUNTRIES PARTICIPATING IN THE TARIFF STUDY

(percentages)

Share of bindings in
Tariff lines m.f.n. Imports

Agriculture Industry Agriculture Industry
excl. petroleum excl. petroleum

(CCCN ch.01-24) (CCCN ch.25-99 (CCCN ch.01-24) (CCCN ch.25-99
excl. 2709-10) excl. 2709-10)

United States 90 100 96 100

Canada 90 97 98 99

Japan 64 98 66 79

European
Communities 63 99 79 100

Austria 65 37 78 93

Finland 59 98 88 99

Norway 70 90 94 97

Sweden 48 98 79 97

Switzerland 55 99 66 100

Australia ..

New Zealand 56 44 76 63

Ten tariffs
combined 66 92 81 96

It has not yet been possible to compile post-MTN data for Australia. On the
basis of 1975/76 imports and pre-MTN tariff, the bindings were as follows: agriculture,
23 per cent of tariff lines and 39 per cent of m.f.n. imports; industry, 14 per cent
and 29 per cent, respectively.

Note: The estimates refer to the post-MTN tariffs and to imports in 1977 or 1976 and
cover full and partial bindings. The national tariff nomenclatures have been
used. MFN imports include imports entitled to GSP. The figures are preliminary
and will be revised when all consolidated schedules in loose-leaf form are
available.


