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SuORETARI.T NOTE ON 4 SYSTEM FOR RAPID EVALUATION
- OF TaRIFF-CUTTING FORMULAE

at its mecting on 7-10 July 1975 the Group "Teriffs" agrecd that the secrctariat
should prepare o sygteimn for rapid evaluation of the implications of differcnt turiff-
cutting formulac ol the oxports from devcloping countrics to devsloped countrics!
nar..cts when sueh PTormudac werc formally proposcd. Thce purposc of this notec 1s to
doserabe such a systcm, which could be developcd further in co-opcration with
intcrested dolegotions, and to obtain comments from the dclcgations conccrned before
the syston 1s iumplonmcnted by the Electronic Data Processing scrvices of the
sgerctariat.,

The wia of such a systom should be to provide o basis for an asscssment of the
results thot any gencral tariffecutting formula would producc in any given scctor or
sub-gcctor in which individuul devcloping countrics or all doveloping countrics cone
bincd have o substanticl cxport intcrost. Tho systcm should have enough flexibility
to scluet the suctor or scctors according to the particular nccds.

Given thcsc basic conditions, the system should provide answers to o number of
questions which a ncgotiator must aslk before he can dccide whether one gensral
formuls is proferablc to another formula. Somc questions to bc answered through the
gystcm are discussed bclow; it should bec understood, however, that the systci: would
po open=-ciided in the sonsc that ncgotiators could roquest additional inforiwtion from
it. The information would be given both on tariff line lovel and suitably
aggregated in scetoral sub-totals and totals,

Ln cvaluation of & genoral tariff-cutting formula from the vicwpoint of an
individucl dcvcloping cxporting country nmust consist, first of all, in comparing the
results which the formwla would producs in individunl import markects into which the
country in qucstion sc¢lls or intcnds to secll in the futurc, Thc basic facts avail-
able for cech markct arc as follows: '

(a) the n.f.n., ratc in forcc at proscnt, with its binding code, and the luvel
to which it would bc cut according to the formula tosted;

(b) the prcforsntial ratc undsr the goncralized gystem of prcefcerences and the
conditions under which it is grantcd;
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(¢j thc coount of total imports and inports fron the GSP countrics corbined
and fro.: cach developing country in qucstion undcr that line.

It roy be noted that the scerctariat docs not have informnation on nonetariff
barricrs on uzgnctic tape. However, a proposzl is currcntly beforc the WIB Group
for such inforaation to be collatecd, It may alsco be possiblc for individual
duveloping countrics to obtain a part of this information fro.: the country str ™ ss
which the scerctariat has clready supplied, subjcet to such verification as ey

be aceded.

unce these facts are estublished, the negotiator would be wminly interested
in two :dditional things: (i) tho competitive standing of his country's
wxporters 1n that particular rarket, and (ii) thc degrce of processing of
significant imports from his country, and the possibility (given partly by the
cscalition of tariff rates) of selling thesc products in = uorc highly proessscd
for.i.

«s Ior the first question, there would be no problunl of identifying the
princ.pel suppliers, and the amounts they supply, im the threc categorics:
wofone liports, GSP iiports, and other preferential inporits. The forule-
indicnted cut of the n.fon. ratc would enabls the negotictor to for: a judgemunt
¢s to the rclutive posation of the othcr two catcgories of suppliers. it should
be possible to supply informution for individual developing countries as well s
for developing ccuntries considered as a group. For a given scctor or product
category tariff lincs couid be sorted according to the above criteria. Thus,
sub-c..tegories could be created according to thc importance of supplius fromn
developang countries, the level of the duty applicable (ri.f.n. or GSP), the sizc
of the GSP nargin or the conditions under which the GSP is granted (c:aistence of
ceilings or tariff quotas, applicability to all or only sonc devoloping countrics,.

«8 for the second question, the computcr tapes do not contoin the crucial
infor 2tiorn on thc amounts of valuc added at diffcrent stagecs of proccessing.
vonethcless, tariff lines or sub-aggregated totals can be shown accordang to
their degrce of processing,

Jor the tiue being, the systen could only draw on the inforiwt.ion thet is
evaslable on the corputer tapcs of the Tariff Study, This docuncntotion covers
eleven dovcloped inport rarkets. The filss contain inport dcta gencroliy for
three years (1970, 1971 and 1972) and tariff data as of 1 Junuary 1973 (except
for australia, 30 June 1973). The trade flows can be distinguished cccording to
whether they arc entitled to m.f.n. treatuent, prefercntial troatncnt under the
GSP or othcr preferential systecus, or are subject to othur tariff treaticnt,

» The.GSP ipformmiion is bascd on the latest comrmnications rcecived by the
seerctarict, At presen@, however, it is in secveral respcets incouplcte. It
distinguishes prefcrential duty-free adnission frou admission under preferential
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positaive duties, bui in sone cases, information on the absolute level of the latter
1s not yet availabls in computerized forn, s nore serious defect is that it is
not vossible to determine the volune of trade actually bensfiting fron preferenticl
treatient. Thers ars several reasons for this, It is possible <o deteriiine

fro.. the secrstariat's files those products on which the preference is lindted

bty o teriff quote, ceiling or other limitation but the anouant of prefsrred

L.ports actually centering undsr these arrangcments is not inown. Furtnermors, in
nusreus cascs proefercnce is net granted to all items included in a tariff line
which 1s the snallest unit of information on the Tariff Study fils and connot be
sub-divided further. Finally, it is iuipossiblc to deteriiine from thc seerstarict
files whut proportion of inmports otherwisec qualified for preferenticl trectment
sct.sisss the rules-of-origin and other criteria applied under the genesralized
prefercnce scheues of individual donor countriss. '

Despite these limitations, the informetion evsilable in the secretariat in
combination with other information in the possession of the delegations could
enable them to make =2 beginning towards an assessment of implications of the
different tariff-cutting formulae for developing countries' sxoorts.



