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Executive Summary: Non-tariff Measures and Asia-Pacific Trade
A. As tariffs on traded goods have fallen on average over recent years, non-tariff measures (NTMs)
have emerged as one of the principal obstacles to trade.
Securing market access is often primarily conceived in terms of the removal of tariff barriers to
trade. In this sense, progress has been made over the past several decades. Multilateral
liberalization through various rounds of GATT/WTO negotiations, the growing number of free
trade agreements, and unilateral liberalization have all substantially reduced average applied
tariff levels on most products, although some sectors, notably agriculture, have retained
generally higher tariff rates. In addition, developing and least developed countries benefit from
non-reciprocal preferential access to developed, and some developing, country markets through
initiatives like the General System of Preferences (GSP) and, more recently, the adoption of
Duty-Free Quota-Free access for nearly all products from least developed countries (LDCs).
However, falling tariffs have exposed the importance of other obstacles to trade. Among these,
non-tariff measures are increasingly considered the most significant for exporters, and thus for
trade policymakers. Indeed, for developing economy exporters the ability to gain reliable market
access depends ever more on compliance with regulatory measures, many of which are beyond
the scope of traditional trade policy. Non-tariff measures encompass a diverse array of measures
applied to tradable goods. Many of these are often introduced for legitimate public policy
reasons—for example food or medicine standards, imposed on both foreign and domestic
suppliers, are designed to protect human health—but can nonetheless have substantial negative
impacts on trade, often unintended. In contrast, other measures may be introduced as a form of
‘disguised’ protectionism with the primary aim of discriminating against imported products.
Among the wide variety of NTMs, the focus in this report is mainly on ‘technical’ NTMs – one of
the most rapidly growing categories – though other classes of measure also remain important.
B. In recent years there has been a proliferation of new NTMs in Asia-Pacific economies. Developing
countries themselves are now the source for a large share of these new measures.
Globally the number of newly-initiated technical NTMs notified to the WTO has risen from
around 1,200 in 2002 to surpass 2,500 for the first time in 2013 (although improved recording of
measures may also be partly behind the rising numbers). The Asia-Pacific region accounts for
around a fifth of total new measures. This growth in the number of NTMs is a response to
general consumer demands for better health and environmental standards; as incomes have
risen in developing economies it is natural that regulatory standards have tightened. For
instance, regulations on levels of pesticides residues in fruit, or testing procedures for
pharmaceutical products have increased in number and stringency. But there may also be a less
benign factor at work: as tariffs have fallen, some countries are using NTMs, which are less
transparent and harder to monitor than tariffs, as their preferred tool to protect domestic
producers at the expense of foreign companies. Since the global financial crisis-induced
economic slowdown the number of technical NTMs introduced by Asia-Pacific economies has
increased in nearly all sectors.
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C. The proliferation of NTMs may be disadvantageous for developing economies in general, and
least developed countries in particular.
Developing economies may have less ability to meet the requirements imposed by NTMs where
they necessitate more advanced production processes or trade related infrastructure, for
example testing and certification facilities. Further, developing country exporters can suffer from
shortages of information on the implications of the NTMs faced by their export products.
Additionally, NTMs are also frequently applied to those products which are of particular
importance for developing economies; food and agricultural goods—often sectors where
developing countries have a comparative advantage—are some of the areas where NTMs are
the most prevalent.
It is not only NTMs in importing countries, such as technical standards which can harm exports
from developing countries. Other NTMs like export incentives in third countries can mean the
loss of export opportunities to rival firms. There is evidence that firms from least developed
countries have been substantial losers from export incentives (including those not in
contravention of WTO disciplines) introduced to support domestic producers since the global
financial crisis. One study finds that export incentives have the greatest impact on LDC trade of
any trade-distorting measure. It estimates that from 2009 to 2013, LDC exports would have been
31.5% higher in the absence of trade distortions, including export incentives, imposed around
the world (Evenett and Fritz, 2015).
D. Compared with tariffs, NTMs are relatively understudied and less well understood. Estimating
their impacts on trade and welfare is inherently more complex than in the case of tariffs.
NTMs are often contained in complicated legislation comprising multiple overlapping rules.
Unlike tariffs which can easily be compared across countries and products, NTMs tend to have
impacts on trade that are harder-to-measure and case-specific. Another major challenge is the
lack of comprehensive and reliable data on the scale of existing NTMs or accurate tracking of the
introduction of new NTMs: notification mechanisms through the WTO, while useful, were not
designed to produce comprehensive international data on NTMs. Likewise, because NTMs
originate in regulations from numerous different government agencies there is often no single
central repository for information on NTMs at the country level which can be used by businesses
or researchers. Until recently, there was no comprehensive and agreed methodology for
classifying NTMs thereby limiting comparability. Collectively these problems have impeded
efforts to understand the impacts of NTMs on trade and also made efforts for their reform more
difficult. Nonetheless, it is possible to use econometric techniques to estimate the scale of costs
imposed by NTMs. One recent study put the ad-valorem (tariff) equivalent of NTMs (averaged as
high as 26% in some sectors, and around 8% on average (Cadot and Gourdon, 2015).
E. The rapid expansion of Asia-Pacific economies over the past two decades has produced
substantial falls in poverty and rising prosperity for many societies, but the benefits have not
been equally shared. Progress in achieving future international development goals, will depend
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on ensuring that developing economies can continue to expand their trade and investment flows,
including through streamlining NTMs.
For the Asia-Pacific region as a whole, the share of the population living on less than $1.25 a day
fell from 55% to 21% from 1990 to 2010 (ESCAP, 2013). However, the benefits of the region’s
remarkable growth have not been equally shared; many least developed and landlocked
countries, as well as small island developing states, still face great obstacles to participation in
rising trade and investment flows, including from NTMs. Later in 2015 the international
community is expected to decide on a set of universal development objectives, the Sustainable
Development Goals (SDGs), which will replace the Millennium Development Goals. The SDGs
will guide and prioritize actions of national governments and international partners until 2030.
Poverty reduction and inclusive growth will be central to the SDGs. But the future success of the
region in meeting these ambitious goals will depend on the continued ability of Asia-Pacific
developing economies, and in particular countries with special needs,1 to benefit from expanded
trade and investment. Indeed, trade is likely to be explicitly recognized as one of the ‘means of
implementation’ through which the goals can be reached.
Improving access for developing economies to the markets of large developed economies, such
as the European Union, the United States and Japan remains essential. But access to other
developing economies—particularly the large emerging economies in Asia, like China and India—
has risen in importance. Asian developing economies now account for over 80% of all South–
South exports globally, and of these around three-quarters go to other countries in the AsiaPacific (UNCTAD, 2012). Weaker post-crisis growth in developed economies has heightened the
importance of South-South trade as a driver of future growth. Understanding the barriers to
South-South trade, alongside barriers in established markets, is thus of critical importance to
policymakers in the region.
F. Policymakers should renew their focus on streamlining NTMs in order both to improve their
overall competitiveness and also to remove obstacles to an expansion of trade by Asia-Pacific
developing economies. Actions will be required at the national, regional and global levels.
National governments must be the principal drivers of reform efforts and should incorporate
regulatory reviews of NTMs into their overall programmes reforms to enhance competiveness.
Non-tariff measures which unduly hinder imports harm the economies which maintain them,
particularly in a world of global value chains where exporting prowess depends on easy access to
inputs. Countries should therefore look to simplify and streamline the NTMs they maintain as
well as working with partners to gain better access to export markets. Because NTMs can serve
wider public purposes beyond economic efficiency, NTMs strategies based purely on eliminating
or reducing the number of NTMs would not be judicious. Instead, initiation of a national NTM
review process is important.

1

The category of ‘Countries with Special Needs’ (CSN) comprises least developed countries, landlocked developing
countries, and small island developing states. In the Asia-Pacific there are 31 countries under these categories. For more
information please see: http://www.unescap.org/our-work/macroeconomic-policy-development/countries-special-needs
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Regional and bilateral trade agreements can also be useful vehicles for countries to simplify
standards and procedures, as well as streamlining border controls. However, streamlining NTMs
can be a long and complex process and the record of preferential trade agreements in
supporting NTM streamlining in the Asia-Pacific region is mixed. Standards harmonization and
mutual recognition of requirements are particularly valuable in trade agreements as they avoid
the higher costs that businesses face when they have to produce products that comply with two
or more different standards.
At the global level, a number of initiatives are being undertaken to provide more comprehensive
data on NTMs. UNCTAD in collaboration with other agencies has also been pursuing the
Transparency in Trade initiative to improve the collection, uniformity, and availability of NTM
data. However, it is to be hoped that this effort, while already representing a significant
achievement, will continue to expand country coverage to get near-universal data as far as
possible. Further, work will be needed to continually update and review the data to ensure it is
kept relevant and up-to-date. The international community also needs to step-up assistance to
developing countries to further enable exporters to meet the standards required in export
markets.
G. This study attempts to bring together existing evidence on the occurrence and trade impacts of
NTMs in the Asia-Pacific region and to contribute to an improved understanding on their impacts
on the trade of developing countries.
The focus of this report is particularly on their consequences of NTMs for developing economies
and also South-South trade. This is because (i) barriers to South-South trade need to be tackled if
it is to fulfil its potential as a future driver of growth; and (ii) regional developing economies are
increasingly the source of new NTMs as well as being their ‘victims’. Chapter 1 provides an
overview of global and regional trends in trade, tariffs and non-tariff measures and highlights the
growing importance of NTMs. Chapter 2 surveys methodological problems that arise when
evaluating NTMs and trade. Chapters 3 and 4 consider in more details two of the most
prominent and widely-used types of NTM, respectively Sanitary and Phytosanitary (SPS)
Measures and Technical Barriers to Trade (TBTs). Chapter 5 concludes by reviewing mechanisms
for streamlining NTMs and promoting developing countries’ trade, particularly at the regional
level.
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Chapter 1: The Growing Importance of Non-tariff Measures
1.1 Non-tariff measures in the context of global trade
Since 1980, trade has grown rapidly across all regions of the world. Average annual growth in
merchandise exports rose from 5.6% during 1981-94 to 8.9% in the 1995-2010. In the two periods
annual trade growth outstripped global GDP growth which in both averaged 2.2%. More recently,
trade has risen more slowly, though rates of expansion still remain slightly ahead of global GDP
growth (WTO, 2015a). Developing countries, especially in the Asia-Pacific region, have been at the
centre of these rising trade flows. Between 1990 and 2010 both India and China averaged annual
double-digit export growth. Other regional economies like Thailand, the Republic of Korea and
Indonesia also saw rapidly increasing exports. Asia-Pacific developing economies now account for
over 30% of global merchandise exports (figure 1.1).
Developing economies now increasingly trade amongst themselves, as well as with established
advanced economies. Trade among emerging and other developing economies was 8% of total
world trade in 1990 and now stands at around 25%. WTO predictions are that this may reach 30% by
2030 (WTO, 2014a). The Asian region has been at the centre of South-South trade growth. Asia now
accounts for over 80% of all South–South exports, of which intra-Asia exports account for around
74% (UNCTAD, 2012). These trends continue to be driven by weak post-crisis growth in established
developed economy markets, combined with rising demand for intra-regional imports in large
emerging markets.
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Figure 1.1. Global merchandise exports and the share of the Asia-Pacific developing economies
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Growing global trade has been supported by liberalizing changes to trade policy, in terms of lower
tariffs; average applied tariffs today are now considerably lower than in 1995 (figure 1.2).
Multilateral liberalization through the WTO, the growing number of free trade agreements, and
unilateral opening have all substantially reduced average tariff levels on most products, although
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some sectors, notably agriculture, have generally higher rates of protection. By 2012, the average
level of applied tariffs had fallen to 10% or less in many developing countries, and in OECD
economies the average uniform tariff equivalent of merchandise trade was less than 4% (World
Bank, 2012). Governments adopted market opening in response to the perceived failures of import
substitution as an industrialization strategy, and the corresponding shift to outward oriented growth
strategies based on participation in international trade and attracting foreign investment. Given the
successful reduction in tariff barriers to date, the potential benefits from further tariff liberalization
in future are thus more limited; developing countries also already enjoy preferential access to
developed country markets, in many cases, under schemes like the General System of Preferences
(GSP).
Figure 1.2. Global average applied tariff rates
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Today, given these falls in tariffs, reliable market access has come to depend as much on compliance
with regulatory measures in the destination market as with the absence of prohibitive tariffs. It is
thus non-tariff measures (NTMs) which are often the primary obstacle to increased market access,
especially for developing economies. But what are non-tariff measures? NTMs encompass an
enormous array of diverse policies that impact on imported and exported goods and services.
Examples of common NTMs would include carbon dioxide emissions standards for cars, limits on
permitted pesticide levels in fruits and vegetables, product labelling requirements for tinned foods,
or certification procedures for medicines and pharmaceutical products.
While there is no single agreed definition of what does and does not constitute a non-tariff measure,
they have been broadly described as “policy measures other than ordinary customs tariffs that can
potentially have an economic effect on international trade in goods, changing quantities traded, or
prices or both” (UNCTAD, 2009b). One recent attempt by the WTO, UNCTAD and other agencies to
devise a more comprehensive classification system divides NTMs related to imports into ‘technical’
and ‘non-technical’ measures; and then separately considers measures affecting exports (see table
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1.1; table 2.1. provides a more detailed breakdown). This classification system covers both NTMs
where data is collected through notification to the WTO (or alternative methods) and others where
no systematic collection currently takes place.
Table 1.1. Classification of non-tariff measures

Imports

Technical

Non-technical measures

Exports

A SANITARY AND PHYTOSANITARY MEASURES
B TECHNICAL BARRIERS TO TRADE
C PRE-SHIPMENT INSPECTION AND OTHER FORMALITIES
D CONTINGENT TRADE-PROTECTIVE MEASURES
E NON-AUTOMATIC LICENSING, QUOTAS, PROHIBITIONS AND
QUANTITY-CONTROL MEASURES OTHER THAN FOR SPS OR TBT
REASONS
F PRICE-CONTROL MEASURES, INCLUDING ADDITIONAL TAXES AND
CHARGES
G FINANCE MEASURES
H MEASURES AFFECTING COMPETITION
I TRADE-RELATED INVESTMENT MEASURES
J DISTRIBUTION RESTRICTIONS
K RESTRICTIONS ON POST-SALES SERVICES
L SUBSIDIES (EXCLUDING EXPORT SUBSIDIES UNDER P7)
M GOVERNMENT PROCUREMENT RESTRICTIONS
N INTELLECTUAL PROPERTY
O RULES OF ORIGIN
P EXPORT-RELATED MEASURES

Source: UNCTAD, 2013, p. 9.

Under this classification system, NTMs are differentiated via a hierarchical tree structure into 16
chapters—denoted alphabetically—with each chapter containing three further levels of subbranches. In contrast with the former UNCTAD Coding System of Trade Control Measures, some new
categories of Sanitary and Phytosanitary (SPS) and Technical Barriers to Trade (TBT) measures have
been introduced including: export measures; trade-related investment measures; distribution
restrictions; measures related to intellectual property rights; and rules of origin. “Procedural
Obstacles” are also introduced: these refer to issues arising from the processing of application of an
NTM rather than the NTM itself (World Bank, 2013).
Some NTMs are employed directly as instruments of trade policy with intentional direct impacts on
trade, for instance quotas, subsidies, trade defence measures and export restrictions. Other NTMs
are introduced, at least ostensibly, in terms of other public policy goals, such as public health or
environmental protection. Determining the intent behind NTMs can be important for trade
negotiators and should inform the policy response to them. However, irrespective of the underlying
intention—whether to address legitimate market failures or as a form of ‘disguised’ protectionism—
NTMs can have significant restrictive impacts on international trade and lead to distortions in market
outcomes.
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Box 1.1: A Question of Terminology: Non-tariff Measures or Non-tariff Barriers?
Those coming new to the field of trade studies may be confused by the seeming overlap between
usages of two terms: non-tariff barriers (NTBs) and non-tariff measures (NTMs). Frequently,
academic and economic studies will refer to “non-tariff barriers” whereas official publications, such
as those from international organizations, will refer more often to “non-tariff measures”. But is
there any real difference? Or are the two terms totally interchangeable?
Properly understood, NTBs are a subcategory of NTMs. If by non-tariff measures we adopt the
UNCTAD definition that of NTMs as “policy measures other than ordinary customs tariffs that can
potentially have an economic effect on international trade in goods, changing quantities traded, or
prices or both” this can encompass a very wide array of regulations affecting traded products. Of
these, NTBs are those measures which are protectionist either by intent or effect. Indeed, while
NTMs are generally thought of as depressing trade volumes by raising costs, there may be occasions
where they actually serve to boost trade. For example, when well-defined product standards are
available, developing country exporters may be able to efficiently prove that their products are of
sufficient quality and thereby gain market access which otherwise might have been impeded by
reputational effects. To determine whether a particular regulation is an NTB or an NTM requires
deep analysis of why it was introduced and what its impacts are for traders seeking market access.
Whether a measure should be seen as an NTM or NTB is important in determining the correct policy
response. Protectionist NTBs should generally be targeted for removal, whereas in the case of other
NTMs it is important to evaluate their impacts on trade alongside the wider public purpose—such as
consumer safety—that they have been introduced to serve. Regulatory reviews to ensure that NTMs
do not impose any undue obstacles to trade may therefore be the appropriate response. Chapter 5
in this report considers the process of NTM and NTB reform in more detail.

One of the most common forms of NTMs is Sanitary and Phytosanitary (SPS) measures. These are
concerned with food safety and animal and plant health. SPS measures are introduced to ensure
that food sold to consumers is safe to eat—by socially acceptable standards of risk—while ensuring
that strict health and safety regulations are not used as protectionist tools to limit the competition
faced by domestic producers. To date, SPS standards have been more widely and more rigorously
applied in developed country markets reflecting higher consumer demands and more developed
testing and regulatory regimes. To the extent that developing country producers, particularly in the
important export category of agriculture, have difficulties in meeting these standards, SPS measures
can be a critical obstacle to market access for exports from developing and least developed
countries. In recent years, as developing country consumers have become more sensitive to issues
around food safety and placed more demands for consumer protection on public bodies, there has
also been increased usage of SPS measures in developing countries, with potential impacts on SouthSouth trade. Chapter 3 of this report explores these issues in more depth.
Technical Barriers to Trade (TBTs) are another important and commonly used form of NTM. These
regulations and standards set out either the specific characteristics of a product—such as its shape,
size or design and performance—or they can refer to the production process and methods used in
its manufacture. For instance, automobile standards may define safety or crash-test performance
criteria, or alternatively set engine efficiency requirements. TBTs are generally introduced in pursuit
of legitimate policy objectives such as the protection of public health and safety but on occasion
TBTs impose requirements that are in excess of those needed to meet their professed objectives and
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can function as a form of ‘disguised’ protectionism. Chapter 4 focuses on the trade impacts of TBTs
for developing economies in the Asia-Pacific.
Both SPS and TBTs have consequences for trade because exporters seeking market access for their
products need to: identify and understand the requirements; potentially upgrade their products or
processes if standards are not being met; and produce evidence to demonstrate compliance with
the regulations or standards. Together the costs involved in performing these steps can be onerous,
and companies may lack human resources with the requisite knowledge about how to adapt.
Further, when standards differ significantly between countries, this can cause additional costs and
complications as exporting to different markets would require parallel processes and thus reduce
economies of scale. As compliance costs are often fixed, such policies are a particular barrier for
small firms. As with other forms of protectionism, barriers to trade imposed by NTMs can raise costs
not only for foreign producers but also for domestic consumers and importers who are denied the
benefits of cheaper or more varied imported products.
Despite their widespread usage, the impacts of NTMs on international trade—and on the benefits
from trade—have been relatively understudied. A primary difficulty is the lack of comprehensive
data and information on the extent and number of NTMs in effect. In contrast with tariff schedules
through which WTO members annually collect and publish comprehensive data on the tariffs they
apply on difference products, there is no equivalent for NTMs. Instead, data is continuously collected
through the self-notification of new measures (or changes in old ones) by members of the WTO. The
data provided are, however, incomplete as the notification mechanisms were not designed to
provide a comprehensive survey of NTMs. Further, gathering data on NTMs can be costly and time
consuming. Relevant information is often contained within lengthy and complex legal and regulatory
documents, which are themselves spread across numerous different government ministries and
regulatory agencies. Few governments, especially in developing countries, provide a single
repository of all NTMs that businesses or researchers can consult, although there are efforts to
improve on this situation.
Additionally, even when information on NTMs is available, estimating their impacts on trade or on
the benefits from trade, for example by quantifying the costs they impose, is not simple. Because
NTMs are so heterogeneous, comparing costs is difficult. As one report notes: “Unlike tariffs, NTM
data are not merely numbers and their effect on international trade is often subtle, indirect and
often very case-specific” (UNCTAD, 2013). Further complications arise because NTMs are often part
of a package of measures rather than being a single instrument. For instance in the agriculture
sector, NTMs are often bound up with tariffs, tariff-rate quotas and other interventions (like
subsidies) with complex inter-connections. Some studies (e.g. Fugazza and Maur, 2008) have tried
to provide comparative estimates of the impacts of NTMs across countries and sectors using
econometric estimations; these can provide some useful comparative estimates but may be
inaccurate at the sector or product level as they are not sensitive to the varieties of NTM.
Alternatively, more focused ‘bottom-up’ studies (e.g. USITC, 2008) have traced the impact on NTMs
on specific products in specific countries. These estimates may be more accurate but do not
facilitate the comparative work that broader estimates facilitates. These issues are covered in more
detail in Chapter 2.
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1.2 The growth of non-tariff measures
Concerns over the consequences of non-tariff measures are not new. As far back as the original 1947
GATT agreement, policymakers have been worried about trade restrictions arising from instruments
other than tariffs. However, there are good reasons to think that their importance as an influence
on, and potential barrier to, trade has increased over time. For developing countries, in particular,
NTMs can be an onerous obstacle. It is important to distinguish four separate reasons for why this
may be the case.
First, as tariffs have fallen the relative importance of NTMs has risen. The full impacts of NTMs on
trade may have previously been concealed as trade was deterred by high-tariffs. Now as those tariffs
are reduced, companies may be encountering NTMs when they attempt to take advantage of the
newly ‘open’ market. As one author puts it: “The lowering of tariffs has, in effect, been like draining
a swamp. The lower water level has revealed all the snags and stumps of non-tariff measures that
still need to be cleared away” (Baldwin, 1970). Measuring the precise impact of NTMs on trade, and
making comparisons with tariffs in terms of the costs they impose, is difficult (this issue is discussed
further in Chapter 2) but some analyses now suggest that in many sectors NTMs are as great, or
greater, obstacles to trade than remaining tariffs in terms of the costs they impose on imports
(UNCTAD, 2012). High levels of NTM protection are particularly notable—across all country income
groups—on imports of agricultural and food products and may particularly limit developing
countries abilities to compete in these markets (figure 1.3).
Figure 1.3: Estimates of overall levels of restrictiveness faced by exports (percentage)
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Second, the absolute number of NTMs has risen in recent years, increasing the overall amount of
regulation affecting trade. This has been a result of growing consumer demands for increased
product safety and greater environmental protection which have encouraged governments to
tighten existing rules or introduce new policies. Globally the number of newly initiated technical
NTMs notified to the WTO has risen from around 1,200 in 2002 to surpass 2,500 for the first time in
2013 (although improved recording of measures may also be partly behind the rising numbers). The
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Asia-Pacific region accounts for around a fifth of total new measures (figure 1.4). Developing
countries, as their income level rises, also tend to impose NTMs in larger numbers. Countries have
therefore adopted increasing numbers of technical regulations (which are mandatory) and standards
(which are voluntary).
Figure 1.4: Growing numbers of initiated TBT and SPS measures
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Third, patterns of global production and trade are altering as an increasing share of economic
activity takes place through cross-border ‘global value chains’ (GVCs). The production of many
products is increasingly dispersed across many countries with intermediate parts and components
crossing borders numerous times before final assembly.2 Countries participating in international
trade do so decreasingly by producing a product in its entirety, rather they now specialize more in
performing specific tasks at different points in the supply chain. To export, therefore, is by necessity
to import. In this context, barriers to the efficient sourcing of imports, for instance through NTMs,
can harm prospects for participation in GVCs and thus for trade-led economic expansion more
generally. For multinational firms seeking locations for production, even small inefficiencies caused
by NTMs can deter investment. Because even modest reductions in non-tariff border barriers can
support much-larger cost savings and efficiency gains for businesses in complex global supply
networks, tackling these issues is increasingly a priority (Yi, 2003).
Fourth, since the global financial crisis, there is evidence of increased use of non-tariff measures as a
protectionist tool. In the face of risks to domestic employment and prosperity, governments have
faced increased political pressures to increase the levels of protection given to domestic producers.

2

A counter-point to this perspective has recently been suggested arguing that increased production of parts and
components domestically, especially in China, is now slowing the spread of cross-border value chains. This may partially
account for why world trade is no longer growing substantially faster than world GDP growth (see WTO, 2015a).
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As flexibility over tariffs is constrained by multilateral and preferential trade agreements, non-tariff
measures have provided an alternative means of providing protection (GTA, 2014). As not all nontariff measures are subject to WTO disciplines, and monitoring is often inadequate, NTMs can be a
useful vehicle for ‘disguised’ protectionism. Indeed, since 2008, import tariffs—the most transparent
form of trade-restrictive measure—have been used less than other NTMs including TBTs and SPS
(WTO, 2012). The heaviest initiators of NTMs in the Asia-Pacific region almost universally were more
active in introducing new measures in the period 2008-2013 as compared with the five years prior to
that (figure 1.5). Big surges in the usage of NTMs were particularly notable in markets such as China
and Republic of Korea.
Figure 1.5: Top initiators of technical NTMs in the Asia-Pacific region

Source: ESCAP calculations based on WTO I-TIP database. Accessed March 2015.

1.3 Consequences for developing countries
The proliferation of NTMs, in particular the frequent and growing use of SPS and TBT measures
(table 1.2), raises particular concerns for developing countries. First, where these measures impose
quality and safety standards that are above multilaterally accepted norms, the cost of compliance
can be higher in low-income countries because their capability for meeting the requirements is more
limited. Infrastructure gaps, weak export services and less advanced production and testing facilities
all play a role. Developing countries are often required to outsource services like laboratory testing
and certification of food products which can be expensive. These higher costs can erode the
advantages that developing countries have from lower labour-costs.
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Table 1.2: Percentage of products covered by types of measures, selected economies

Technical
measures
(SPS and TBT)
Price controls
Quantity controls
Other

1999
36%

2010
52%

1%
16%
2%

2%
8%
8%

Source: Nicita and Gourdon, 2013.
Note: Data is averaged across the 29 countries for which new NTM data was available as of 2011. For full list see
Nicita and Gourdon, 2010, p. 12.

NTMs can also discriminate against developing countries because information about them is lacking.
Many businesses in developing countries, especially SMEs, may lack the resources to analyse and
understand the NTMs that their exports face. When destination markets do not make information
about applicable NTMs available through a central repository, it can be costly and time-consuming
to discover which regulations require actions to ensure compliance. This can be a big barrier to
potential first-time exporters and tends to favour established exporters who understand the
required procedures over new market entrants.
Stricter administrative procedures which are frequently applied to more imports arriving from
developing economies, especially the least developed countries, can also give rise to discrimination.
Another cause of difficulties for developing countries is the common application of NTMs in product
sectors where developing countries have a comparative advantage. Examples include agricultural
products such as fruit which developing countries are often able to produce but which are subject to
stern testing and certification requirements in markets like the European Union. In sum, the overall
restrictions on trade created by NTMs may be structurally biased against developing countries even
though this is unintentional.
Further, even when barriers in destination markets are reduced, developing countries can still lack
the capacity, in hard or soft infrastructure, to be able to take advantage of export opportunities.
Technical assistance and capacity building, for instance under Aid for Trade, therefore remains
necessary. Efforts to increase this assistance are part of various proposals for improved LDC-oriented
terms negotiated under the Doha Round in the special LDC package agreed at the Bali WTO
Ministerial Conference in December 2013 (WTO, 2013). The particular types of NTMs which are of
most concern will, of course, vary by region and country depending on the structure of its exports.
Earlier studies found that, for instance, the Asia-Pacific region was particularly affected by technical
regulations, notably labelling, on garments. In contrast, Latin American developing countries were
more impacted by SPS regulations on agricultural products (OECD, 2005).
Not only do NTMs affect the overall export prospects of developing countries, but their impacts
extend to distributional impacts within developing countries as a consequence of their differential
operation on firms of different sizes and households. NTMs can therefore have important
consequences for welfare, poverty and inequality. For instance, tightening product standards in
export markets can alter the structure of the supply chain in the producing country. In general,
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higher standards favour larger producers over smaller firms or households. A study of fruit and
vegetable exports from Senegal to the European Union found that tighter EU standards induced
“structural changes in the supply chain, including a shift from smallholder contract-based farming to
large-scale integrated estate production” (UNCTAD, 2012). This, overall, had positive impacts on the
welfare of local households though it altered the mechanism through which they benefitted towards
labour markets rather than product markets. In other words, as a consequence of higher standards
poor households earned more by working on large-scale farms than through contract farming as
small producers.
It is not only NTMs in importing countries, such as technical standards which can harm exports from
developing countries. Other NTMs like export incentives in third countries can mean the loss of
export opportunities to rival firms. There is evidence that firms from least developed countries have
been substantial losers from export incentives (including those not in contravention of WTO
disciplines) introduced to support domestic producers since the global financial crisis. One study
finds that export incentives have the greatest impact on LDC trade of any trade-distorting measure.
It estimates that from 2009 to 2013, LDC exports would have been 31.5% higher in the absence of
trade distortions, including export incentives, imposed around the world (Evenett and Fritz, 2015).
Box 1.2: Private standards: A ‘hidden’ form of non-tariff measure?
‘Non-tariff measures’ principally refers to regulations maintained by public sector agencies such as
government ministries and agencies which regulate private actors, generally businesses involved in
importing or exporting. But private firms can also play a role in determining standards which can also
affect trade, for instance by setting product requirements for their suppliers. These standards can
impede, distort, or enhance trade and affect welfare in the same way as ‘traditional’ NTMs do.
Unlike NTMs, however, private standards are not covered by WTO disciplines on their usage; nor is
comprehensive data collected on their proliferation or impacts.
Standards can be set by different agents in the supply chain, including private entities dominating
certain sectors, or non-market entities such as NGOs, industry associations, or multi-stakeholder
coalitions. Buyers like big retailers may set their own standards to differentiate their products and
ensure that their products have a consistent quality level. Firms may choose to do so individually.
For example, Tesco and Carrefour have their own standards, namely Nature Choice and Filière
Qualité, respectively. Alternatively, a group of buyers with common requirements may decide to set
standards jointly. For example, several European supermarket chains and major food suppliers
jointly formed the GlobalGAP (formerly known as EurepGAP), an international private body that
voluntarily sets standards for the certification of production processes of agricultural (including
aquaculture) products.
According to the International Standards Organisation (ISO), standards are used to ensure that
materials, products, processes and services are consistently fit for their purposes. Private standards
are not a homogenous group as they differ in objectives, scope, areas to which they apply, and
targeted customers. Standards can apply to either ultimate (regulating supply, differentiating
products, advancing ethical goals) or operational objectives (e.g. ensuring food safety and quality).
Private standards, especially in the agricultural sector, have existed for many years. Yet their role
and influence on international trade have become increasingly important since the 1990s because of
the spread of complex international supply chains and rising consumer demand for product quality
and safety, especially in the wake of various food poisoning scandals.

17

Private standards can benefit producers by offering cost reductions, improved market access,
enhanced product quality, and an improved corporate image. Producers may also benefit from the
value-added created by some standards which allow them to charge a higher price. Standards can
also be beneficial to consumers, in as far as they promote health and well-being. Environmental
standards can likewise have positive consequences for the use of natural resources.
Nevertheless, private standards can be problematic. The processes through which standards are
developed are not always adequately transparent, participatory, or based on scientific evidence.
Standards may not be applicable universally and compliance (as well as demonstration thereof) is
costly since it requires capital, time, and skills. Private standards become restrictive when they are
de facto mandatory for suppliers. Thus, producers not adopting certain standards may not be able to
access certain markets and may therefore be excluded from the market. This issue becomes
particularly severe for small and medium enterprises, especially in developing countries, where the
lack of infrastructure and services makes compliance difficult. Additionally, the interplay between
public and private standards is very complex. Private standards may complement, replace, or be
more stringent than public standards. This refers to the issue of harmonization between public and
private standards, or better the lack thereof, which creates inefficiencies for policy goals and opacity
for all relevant stakeholders.
Recognising some of the challenges imposed by private standards, particularly for developing
countries, WTO members agreed in March 2011 on five “actions” for how WTO members might deal
with private sector standards for food safety and animal and plant health. The first of these actions
was to secure a working definition on private standards. However, as of April 2015 disagreements in
the WTO SPS Committee have prevented the emergence of even an agreement on the definition.
Sources: FAO (2009); ITC (2011).
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Chapter 2: Non-tariff Measures: Issues with Classification, Data and
Evaluation
NTMs have been acknowledged as the ‘new frontier’ of trade policy and are increasingly a priority
trade policymakers and trade negotiators, but like all frontiers the terrain is less mapped and less
understood and new discoveries are still being made. In contrast with tariffs, NTMs have been
historically relatively understudied although this is now changing through a number of new
initiatives described below. Further, the spread of post-financial crisis protectionism has made this
work more urgent (Mikic and Wermelinger, 2010). The reasons behind the lower level of attention
given to NTMs by trade analysts and economists is primarily a function of three inter-related issues
which collectively make the study of NTMs and their interrelationship with trade and welfare
considerably more complex than in the case of tariffs. These are:






Questions of classification: A fundamental issue that has problematized the systematic
study of NTMs has been a lack of precise consensus about what exactly constitutes a NTM
and how they should be classified.
Shortages of information: At present there is no single, unified, comprehensive repository
of information on NTMs. Indeed, even at the national level many governments have not
attempted to place all the regulations that may impact on trade into a single database.
Clearly, without being able to easily and accurately count the number and type of relevant
NTMs, the study of their impacts on trade and welfare is hugely problematized.
Difficulties with impact evaluation: Because NTMs are not expressed as numerical values
like tariffs, but are often complex pieces of regulation—often introduced to address market
failures—to assess their impacts on trade and welfare is challenging. One approach has been
to construct Ad-Valorem Equivalents (AVE) that equates the impact of NTMs with certain
tariff levels, though this is not without its problems.

The rest of this chapter explores some of these issues in greater depth, and considers recent
initiatives and efforts which are attempting to improve the situation. For policymakers to make
progress in ensuring that NTMs are effective in meeting their public policy goals while not imposing
unnecessary trade-restrictive barriers, a first step must be the availability of comprehensive
information and comparable data.
2.1 Classification of NTMs
In attempting to secure a common definition of NTMs, as mentioned above, UNCTAD has suggested
the following formulation: “policy measures other than ordinary customs tariffs that can potentially
have an economic effect on international trade in goods, changing quantities traded, or prices or
both” (UNCTAD, 2009b). However, given the enormous variety of different policies that might
conceivably impact on international trade, in order to facilitate analysis and discussion there is a
need for both: (i) some consensus on boundaries as to what does or does not constitute and NTM
and (ii) among agreed NTMs some kind of common classification system so they can be counted,
mapped, and evaluated in a uniform comparative way.
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Until recent years, there was no single agreed standard for defining or classifying NTMs. Two
alternative methods were embodied in different taxonomies used by UNCTAD and the WTO. This
proved a major impediment to better understanding of the impact of NTMs on trade. Recognizing
this imperative, in 2006 the then Secretary-General of UNCTAD established the Group of Eminent
Persons on Non-tariff Barriers (GNTB), which drew from international organizations, academia,
governments, and civil society. The main purpose of the GNTB was to discuss the definition,
classification, collection and quantification of NTMs so as to identify data requirements, and
consequently to facilitate the understanding of the implications of NTMs (UNCTAD, 2010; Basu and
Kuwahara, 2010).
In order to carry out the analytical work on NTBs, the GNTB established a Multi-Agency Support
Team (MAST). This had participation from the: Food and Agriculture Organization of the United
Nations (FAO), International Monetary Fund (IMF), International Trade Centre (ITC), Organization for
Economic Co-operation and Development (OECD), United Nations Industrial Development
Organization (UNIDO), World Bank and World Trade Organization (WTO). MAST also included
members of the United States Department of Agriculture (USDA), the United States International
Trade Commission (USITC), and the European Commission (UNCTAD, 2010). United Nations ESCAP
participated as an observer to the process.
Under the guidance of UNCTAD, MAST was set up with the following objectives: (i) to provide a clear
and concise definition of NTMs; (ii) to develop a classification system of NTMs to facilitate data
collection process and analysis; (iii) to devise ways to collect efficiently the information on NTMs,
taking into account existing mechanism of collecting specific elements of NTMs by each member
agency; and (iv) to provide guidelines for the use of data, including their quantification methodology.
The most significant outcome to date has been the updating and modification of the old UNCTAD
Coding System of Trade Control Measures (TCMCS) classification on NTMs. The revised classification
adopted in 2010 and updated in 2012 (table 2.1) takes into account both the economic significance
of NTMs as well as the difficulty in collecting and classifying data on NTMs. It is expected to be
adapted over time to reflect trends in international trade and evolving data collection needs.
Unlike the previous TCMCS classification, the new classification includes a considerable number of
subcategories on SPS and TBT, and introduces various ‘chapters’ of measures such as “trade-related
investment measures”, “export measures”, “distribution restrictions”, “restrictions on post-sales
services”, “subsidies”, “intellectual property” and “rules of origin”. As a major change, the new
classification also introduced the concept of “procedural obstacles” which does not refer to the issue
of an NTM being discriminatory, but rather to the burdensome process of an NTM’s application or
implementation. These could include arbitrary or inconsistent application of rules by public officials
or non-transparency in terms of absent or inadequate information being provided. The revised
classification does not make or imply judgments on the legitimacy, adequacy, necessity or
discriminatory impact of any NTMs. Instead, it is organized to provide information and clarification
of new or existing measures and to improve their comparability across countries (UNCTAD, 2013).
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Table 2.1: UNCTAD classification of non-tariff measures
A1 - Prohibitions/restrictions of imports for SPS reasons
A2 - Tolerance limits for residues and restricted use of substances
A3 - Labelling, marking and packaging requirements
A4 - Hygienic requirements
A SANITARY AND PHYTOSANITARY MEASURES A5- Treatment for elimination of plant and animal pests and
disease-causing organisms in the final product (e.g. postharvest
treatment)
A6 - Other requirements on production or post-production processes

Technical
B TECHNICAL BARRIERS TO TRADE

C PRE-SHIPMENT INSPECTION AND OTHER
FORMALITIES

D CONTINGENT TRADE-PROTECTIVE
MEASURES

Imports

E NON-AUTOMATIC LICENSING, QUOTAS,
PROHIBITIONS AND QUANTITY-CONTROL
MEASURES OTHER THAN FOR SPS OR TBT
REASONS

F PRICE-CONTROL MEASURES, INCLUDING
ADDITIONAL TAXES AND CHARGES

Nontechnical
measures
G FINANCE MEASURES

H MEASURES AFFECTING COMPETITION

I TRADE-RELATED INVESTMENT MEASURES
J DISTRIBUTION RESTRICTIONS

A8 - Conformity assessment related to SPS
B1 - Prohibitions/restrictions of imports for objectives set out inthe TBT agreement
B2 - Tolerance limits for residues and restricted use of substances
B3 - Labelling, marking and packaging requirements
B4 - Production or post-production requirements
B6 - Product identity requirement
B7 - Product-quality or -performance requirement
B8 - Conformity assessment related to TBT
B9 - TBT measures, n.e.s.
C1 - Pre-shipment inspection
C2 - Direct consignment requirement
C3 - Requirement to pass through specified port of customs
C4 - Import-monitoring and -surveillance requirements and otherautomatic licensing measures
C9 - Other formalities, n.e.s.
D1 - Antidumping measure
D2 - Countervailing measure
D3 - Safeguard measures
E1 - Non-automatic import-licensing procedures other than
authorizations for SPS or TBT reasons
E2 - Quotas
E3 - Prohibitions other than for SPS and TBT reasons
E5 - Export-restraint arrangement
E6 - Tariff-rate quotas (TRQ)
E9 - Quantity control measures, n.e.s.
F1 - Administrative measures affecting customs value
F2 - Voluntary export-price restraints (VEPRs)
F3 - Variable charges
F4 - Customs surcharges
F5 - Seasonal duties
F6 - Additional taxes and charges levied in connection to servicesprovided by the government
F7 - Internal taxes and charges levied on imports
F8 - Decreed customs valuations
F9 - Price-control measures, n.e.s
G1 - Advance payment requirement
G2 - Multiple exchange rates
G3 - Regulation on official foreign exchange allocation
G4 - Regulations concerning terms of payment for imports
G9 - Finance measures, n.e.s.
H1 - State-trading enterprises, for importing; other selectiveimport channels
H2 - Compulsory use of national services
H9 - Measures affecting competitions, n.e.s.
I1 - Local content measures
I2 - Trade-balancing measures
I9 - Trade-related investment measures, n.e.s
J1 - Geographical restriction
J2 - Restriction on resellers

K RESTRICTIONS ON POST-SALES SERVICES
L SUBSIDIES (EXCLUDING EXPORT SUBSIDIES
UNDER P7)
M GOVERNMENT PROCUREMENT
RESTRICTIONS
N INTELLECTUAL PROPERTY
O RULES OF ORIGIN

Exports

P EXPORT-RELATED MEASURES

P1 - Export-license, -quota, -prohibition and other quantitativerestrictions
P2 - State-trading enterprises, for exporting; other selective exportchannels
P3 - Export price-control measures
P4 - Measures on re-export
P5 - Export taxes and charges
P6 - Export technical measures
P7 - Export subsidies
P8 - Export credits
P9 - Export measures, n.e.s.

Source: UNCTAD, 2013.
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The new UNCTAD classification system, if it becomes widely used by data collection agencies,
governments, and researchers, will do much to help standardise and clarify work on NTMs and
provide a common ‘vocabulary’ for their discussion. The new classification cannot, however, be seen
as definitive. Indeed, some types of policy measures which arguably discriminate against foreign
producers—for instance state subsidies for firms in the form of ‘bail outs’—are not included. Thus
organizations like the Global Trade Alert which monitor protectionist policies, will continue to
measure a wider range of trade-restrictive NTMs than those captured under the UNCTAD
classifications (GTA, 2014).
2.2 Gathering information on NTMs
A lack of information or transparency on the existence, scope and applicability of NTMs can cause
problems for businesses seeking to export and also for researchers and policymakers attempting to
conduct evidence-based assessments of the relationship between trade and NTMs on which to base
policy decisions. Beyond information costs, transparency in rules and regulations is necessary for
effective processes of regulatory streamlining. At present, publicly available information on nontariff measures, on which the majority of research is based, comes from a number of sources all of
which are in some way limited or deficient. Some of the major data sources are described below.
WTO notifications
Notifications by WTO member states are an important source of information on NTMs and help
increase the transparency of new regulations. Many studies, including this one, rely to a greater or
lesser extent, on notification data—available through WTO databases—to form a picture of trends in
NTM usage over time. However, the notification system retains several defects and needs
improvement if it is to enhance overall transparency and serve as a more comprehensive source of
information on NTMs.
Original multilateral involvement in NTMs dates from the 1964-1967 Kennedy Round of negotiations
and took the form of ‘reverse notification’ whereby exporters would inform the GATT Secretariat of
obstacles they had encountered in accessing the market of another member. However, the
notification system in close to its current form was established in the Uruguay Round of negotiations
which also led to the creation of the WTO. The Ministerial Decision on Notification Procedures
restated the commitment of members to the notification of measures and also established the role
of the WTO Secretariat as the custodians of a central registry of notifications. Currently 24 areas are
covered, these include agriculture (special safeguards, tariff quotas, export restrictions, domestic
support, and export subsidies) and preferential agreements.
Compliance, however, with these notification requirements is generally thought to be low. While
there is not a clear method for evaluating compliance, the relatively low numbers of new NTMs
recorded worldwide when placed against the known widespread usage of TBT and SPS measures by
governments indicates that prima facie compliance is far from comprehensive (GTA, 2014). One
problem may relate to incentives: when few countries are thought to comply, those correctly
notifying the Secretariat are effectively engaging in a form of ‘self-indictment’ which would draw
unfavourable attention to their policies by making them seem relatively more ‘protectionist.’ The
costs involved in compliance in terms of gathering data and co-ordinating between respective
national ministries and agencies may also deter better information sharing. A lack of disciplines
against those systematically underreporting new NTMs does little to enhance behaviour.
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In addition to improving compliance, other problems with the notification system include vagueness
on which products (as specified by HS code) the notified regulations apply to. Other areas where
information is commonly lacking include precise dates of implementation. Further, because
notifications are only for new or altered measures, the substantial body of regulations which
precede the introduction of the notification system are not captured unless they themselves are
altered or updated and then correctly notified. Finally, it is worth mentioning that the WTO
classification of NTMs used for notifications was, until recent efforts under the MAST initiative (see
section 2.1), different to that used by UNCTAD and others thereby making comparability of data
more problematic.
Specific Trade Concerns
Analysis of data on “Specific Trade Concerns” (STCs) raised at the WTO can support our
understanding of the prevalence and impact of NTMs. Members of the WTO can raise these
concerns in relevant committees, such as the SPS and TBT committees, when their exporters
encounter particular problems with market access if they believe the problems stem from
governments introducing measures that are counter to commitments in the WTO agreements. The
numbers of concerns raised have continued to rise over time (figure 2.1 shows TBT-related
concerns). This is likely to be a consequence of the growing number of TBTs affecting trade. Though
while the rising number of concerns is prima facie worrying, it may also signal that the STC-process is
increasingly recognized as being of value to member states as a way of raising and dealing with
problems encountered in their trading partners.
Figure 2.1: Number of specific trade concerns per year in the TBT Committee
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The raising of STCs usually leads to commitments from the country responsible for the regulation in
questions to, at least, exchange further information and undertake bilateral consultations. Members
will often subsequently report back to subsequent committee meetings especially if there has not
been a satisfactory resolution of the issue. Raising an issue as an STC can also help raise support

23

from other members who may also be affected by it, thereby increasing pressure on the country
maintaining the measure.
Examining data on the raising of STCs can therefore provide valuable insights into which issues are
currently at the top of the agenda for exporters—and their national representatives—as potential
impediments to trade. Unlike with notifications, members are clearly incentivised to raise concerns
as this may help exporters gain improved market access if improved information is provided or
compliance procedures with the regulation are improved. However, the repository of STCs raised
still falls far short of being a comprehensive database on NTMs. Notably, it require measures to be
brought to the attention of national representatives by exporters which may not always occur or
national representatives may choose not to raise an STC.
Business Surveys
Direct questionnaires of firms can also be a valuable source of additional information and increase
the transparency of NTMs. As the principal subject of NTMs, and with first-hand day-to-day
experience of trading conditions, businesses often hold information useful for determining: (i) which
types of NTMs are the most burdensome, or excessively strict; (ii) which sectors are most affected by
NTMs; and (iii) which trading partners maintain the most burdensome NTMs. Additionally
businesses can help identify when there are ‘procedural obstacles’ in which problems spring not
from the strictness of the regulation per se but from its application. These surveys can also be used
to monitor progress, for instance in regional integration, and help policymakers identify particular
bottlenecks.
A well-established programme of business surveys on NTMs is managed by the International Trade
Centre, Geneva. This programme conducts large-scale surveys of exporting and importing
companies, across various sectors and sizes, about their experiences with burdensome regulations
and procedures. In order to attempt comprehensive coverage of important economic sectors, the
NTM survey, according to the ITC, “covers at least 90% of the total export value of each participating
country (excluding minerals and arms). All sectors with more than 2% share in total exports are
included in the survey” (ITC, 2014a). Thus far, country coverage of the NTM surveys has been more
extensive in Latin America and Africa than in the Asia-Pacific region. Nevertheless, to-date surveys
have been or are being undertaken in: Bangladesh, Cambodia, Indonesia, Kazakhstan, Sri Lanka and
Thailand (box 2.1).
The downsides of the survey approach are that respondents are self-selecting and results depend on
the subjective impressions of businesses as to what constitutes an ‘impediment’ (which may vary
according to cultural, political or economic background). Further, businesses lack perfect knowledge
and may sometimes misattribute other problems, such as in the general business environment, to
NTMs. A deeper problem arises from adverse selection in which only exporting companies are
surveyed, that is those who have already overcome many of the regulatory hurdles. Perspectives
from companies deterred from trade by NTMs are thus lacking (this problem has been likened to
asking camels to evaluate the environment of the desert). Nevertheless, information gained via
survey can be useful to policymakers allowing them to quickly focus in on the regulations or markets
where trade-restricting NTMs appear to be most prevalent. These measures can then be
investigated further to see if there is scope for regulatory reform in order to enhance efficiencies
without compromising the ability of the regulation to secure the intended public good.
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Box 2.1: Using business surveys to gather information on NTMs: Results from Thailand
The International Trade Centre (ITC) has a well-established business survey programme on NTMs. In
partnership with the Department of Trade Negotiations of the Ministry of Commerce, Thailand, in
2013 ITC conducted a survey of 1067 Thai exporters (340 of which provided detailed responses on
how they are affected by NTMs). The survey results show that 38% of Thai exporters are affected by
NTMs; these companies reported 862 cases of burdensome regulations. The former figure is
significantly lower than the cross-country average of 56% based on the results of 21 ITC surveys in
other countries. The vast majority of regulations (96%) were imposed by importer countries whereas
the rest concerned export-related and, to a lesser extent, private standards.
Interestingly, nearly 50% of all NTM regulations were imposed by developing country trading
partners. While the EU had by far the largest number of NTM trade impediments, ASEAN countries
accounted for over 20% of NTM cases and China around 7%. For example, Thai rice exporters face
important quantitative restrictions in ASEAN countries, mainly Malaysia and Indonesia. Similarly,
Thai exporters face problems of HS code misclassification and misalignment when exporting to
major export destinations such as China, Republic of Korea, and Japan. Thai exporters also cited the
lack of information on quality and safety requirements of various countries including, Nepal,
Bangladesh, Japan, and Republic of Korea.
Figure 2.2. Thailand’s percentage shares of exports and reported NTMs cases, by export
destination (percentages)
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Among all the burdensome NTMs faced by Thai companies, 47% were technical measures which
typically include technical requirements (i.e. SPS measures) and conformity assessment procedures.
Issues related to rules of origin accounted for 38% of reported NTMs. The importance of such issues
differs significantly by sector. Out of all burdensome regulations reported by manufacturing
exporters, 48% are related to rules of origin while conformity assessment accounts for 30%.
Conversely, agro-food exporters face more difficulties with technical requirements (32%),
conformity assessment (31%) and rules of origin (11%).
The survey also explores why individual NTMs are problematic. More than 50% of the NTMs were
judged burdensome because of procedural obstacles compared with only 16% because of the
strictness of the measure itself or difficulty in complying with it. Thai exporters reported 1179
incidents of procedural obstacles hindering the export process, two-thirds of which take place in
Thai agencies, primarily at the Department of Foreign Trade of the Ministry of Commerce, as well as
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embassies of partner countries. Procedural obstacles can be grouped into three main types: (i)
delays in obtaining relevant documentation (29%); (ii) excessive numbers and types of documents
required (24%); and (iii) high fees and charges imposed by Thai agencies. Corruption accounts for
less than 1% of the cases reported, one of the lowest shares among the surveys undertaken by ITC.
Source: International Trade Centre (2014a).

The Transparency in Trade initiative
Related to the MAST programme to improve the collection of NTM data which led to the new
classification system (refer to box number 2.1). UNCTAD in collaboration with other agencies has
also been pursuing the Transparency in Trade initiative to improve the collection, uniformity, and
availability of NTM data. A multi-year, multi-agency programme, Transparency in Trade has five
major components: (i) developing tools—MAcMap and the World Integrated Trade Solution (WITS)
(providing access to trade and trade barrier information); (ii) tariff data collection; (iii) non-tariff
measures data collection; (iv) trade remedies (antidumping, countervailing duties, safeguard
actions); and (v) policies affecting trade in services. Since 2009, teams of national consultants,
working alongside government ministries, have collected data in over 50 countries with more being
added.
This data is being collected according to the uniform new classification system and is thus intended
to facilitate cross-country comparisons. So far in the Asia-Pacific, data is publicly available on six
economies: Bangladesh, China, India, Nepal and Pakistan. Data has thus far been gathered on NTM
Chapters A through to E, that is: SPS, TBT, Pre-shipment inspection, contingent trade protective
measures and non-automatic licensing etc. This has allowed more robust sectoral analysis of the
prevalence of NTMs across those countries thus far surveyed (see Cadot and others, 2014). As would
be expected SPS measures affect, on average, a large share—around two thirds—of both live animal
products and vegetable products but much smaller shares, often below 5 percent, in other sectors.
In contrast, TBTs are much more pervasive across a broader range of sectors (table 2.2). Of the 18
sectoral groupings considered, only two had frequency indices of less than 20%.
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Table 2.2: Frequency indices across economic sectors
(percentage share of products with at least one NTM)

Live animals
Vegetable products
Fats and Oil
Processed food
Minerals products
Chemical products
Rubber and Plastics
Raw hide and skins
Wood
Paper
Textile
Footwear
Stone and Cement
Base Metals
Machinery Electrical Equipment
Motor Vehicles
Optical and Medicals instruments
Miscellaneous goods

SPS

TBT

C: PreShipment

D:
Contingent

67.9
68.9
61
65
5.5
8.8
4.5
15.7
14.9
3.4
3.6
2.2
4.3
4.2
5.7
2.4
2.2
4.1

29.7
31.6
51
56.9
27.3
45.6
49.8
18.4
16.5
27.6
47.1
44.4
29.3
35.3
36.5
42.5
35.6
31.6

6.1
6.5
10.4
12.1
3.4
5.7
6.4
3.7
3.9
6
13.4
7.5
5.4
11.1
6.3
6.3
9.7
5.7

1.4
1
1.6
1.6
1.3
1.5
1.4
0.6
0.6
1.4
1
1.1
1.1
1.5
1.2
1.7
1.2
2.1

E:
Quantity
control
6.7
5
5.3
8.6
2.7
3
2.7
12
0.7
3.1
14.8
3
1.5
8.8
4.8
8.7
2.6
2

Source: Cadot and others, 2014.

2.3 Quantifying and evaluating the impacts of NTMs
Inherently more complex than tariffs, evaluating the impacts that NTMs have on trade, as well as on
broader welfare, is complicated. Economic theory provides well-established theoretical grounds for
a strong presumption that lowering tariffs and other border taxes will be beneficial for overall
welfare. Empirical studies show levels of trade and welfare are both positively correlated with lower
tariff rates (Orden and others, 2012). While a similar presumption could be offered for dismantling
NTMs, this needs to be more carefully evaluated. As many NTMs—for instance regulations
protecting consumer welfare—are introduced to tackle market failures arising from externalities, the
welfare effects of their removal are less clear. In comparison with tariffs, it is harder to draw direct
linkages between NTMs, trade and welfare using, for instance, microeconomic partial equilibrium
models. Tariffs are generally recognised as driving up prices, thereby creating ‘rents’ which impose
costs to overall consumer welfare. The impact of standards such as NTMs is more complex: they will
generally reduce a products’ supply by making production more expensive but demand could
potentially move either up or down depending on whether the response to higher prices is stronger
or weaker than an increase in consumer demand for the newly regulated (and presumably now safer
of higher quality) product (see for instance Deardorff, 1999; UNCTAD 2012).
One common method for initial analysis of the impact of NTMs is to measure the proportion of
products covered by one or more NTM (the “frequency ratio”) or, alternatively to measure the
proportion of trade value (the “coverage ratio”). These can provide some insight into the incidence
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of NTMs, but they fail to capture the varied effects that different NTMs have on account of their
multiple forms. A further problem is that policy responses to these types of analysis are often
framed in terms of removing NTMs in their entirety, thereby making the lowering of the two ratios a
measures of ‘success’ (World Bank, 2013). However, as NTMs are often introduced to serve
legitimate public demands for better product safety or environmental protection, total removal may
not be realistic, and in any case should be based on a wider analysis (see below). Further, with many
NTMs the real problems affecting businesses are often the result more of misapplication of the
regulations, or the costs of compliance, rather than the stringency of the NTMs themselves –
elements that will not be captured by this ratio analysis.
Box 2.2: Coverage ratios and frequency indexes: using new data from the Asia-Pacific
The newer and more comprehensive data being collected under the Transparency in Trade initiative
is allowing for more accurate calculations of coverage ratios and frequency indexes. Data is currently
available for the six Asia-Pacific developing economies which have so far been comprehensively
surveyed (for NTMs under chapters A to E of the UNCTAD classification). In China, Sri Lanka and
Pakistan coverage ratios are approaching 1, that is, nearly all imports by value are subject to at least
one NTM. In contrast, the two LDCs covered—Bangladesh and Nepal—have considerably lower
ratios. This supports the contention made above that as countries become wealthier the degree of
regulation in the economy increases. In all countries frequency ratios showing the proportion of
total products subject to at least one NTM is considerably lower, ranging from less than 40% in
Nepal to around 70% in China.
Figure 2.3: Coverage ratios and frequency indexes in selected Asia-Pacific economies

Source: CEPII, 2014.

More broadly, researchers interested in quantifying the impacts of NTMs may be concerned with the
following kinds of questions: (i) are trade flows smaller (or larger) than they would be without the
NTM?; (ii) are import prices higher than they would be otherwise?; (iii) if the NTM were removed or
reformed what would be the consequent impacts on trade, economic welfare, output, or
employment?
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Price and quantity gap approaches
Where NTMs impact on trade by restraining imports, this is likely to be observed as either reductions
in quantity or increases in price. These may be direct objects of interest, or as inputs for further
estimation work that can simulate broader impacts on GDP or welfare. In order to undertake
simulation modelling, the effects of NTMs are often considered or expressed as ‘price gaps’ or ‘tariff
equivalents’. The difference between the price of imports under the NTM and the lower price (or
‘world price’) that would exist were the NTM to be removed can thus be easily modelled as the tariff
equivalent. This allows easy comparisons between NTMs and tariffs as barriers to trade and makes
possible cross-sectoral and cross-country comparisons. Computable General Equilibrium models can
then be deployed to simulate the impacts of NTM removal on trade and welfare in a manner
analogous for tariffs. Calculations of price gaps require the determination of a point in the supply
chain at which prices can be compared. As goods move from producer to consumer there are
various mark-ups along the supply chain. Generally, NTM price gaps comparisons have chosen to use
the CIF (cost-insurance-freight) price which represents the price in the importing country including
insurance and freight costs, but not tariffs. Often multiple policies may impact on the final cost of a
product. In some cases, by examining their impacts at different points in the supply chain it might be
possible to estimate the cost impacts of the different policies within the final price. In other cases,
the policies may be best understood as acting together and reform or removal may needed for all
policies before an observable effect is detected. An alternative method for estimating NTM impacts
is to calculate ‘quantity gaps’ between the amount of trade observed and the amount predicted
under ‘normal’ conditions by gravity modelling or other techniques.
Between these two techniques—price gaps and quantity gaps—calculating price gaps is generally
preferred by analysts as it measures the difference between two observed values: a distorted (NTMbased) price and a non-distorted price. In contrast, quantity gaps rely on estimating the difference
between one observed figure (imports under the NTM) and one estimated figure, which itself is
subject to various uncertainties. Thus Ferrantino (2012) writes: “Even when price gaps are ‘massproduced’ using an econometric framework, the econometric properties of these estimates is likely
to be preferable to estimates of quantity gaps, since there is generally less cross-country variation in
prices than trade flows.” However, if data on price gaps is absent, for instance where NTMs are so
onerous as to stop trade in its entirety, then quantity gaps may be preferred.
Box 2.3: Calculating Ad-Valorem Equivalents
Various methodologies to study the impact of NTMs on trade flows have been proposed and used in
the literature including inventory measures (frequency index and the coverage ratio) or computation
of price gaps. Estimation of ad-valorem (tariff equivalents) is one of the most common approaches.
Calculation of AVEs makes comparisons of the effects of tariff and non-tariff barriers more direct,
and allows policy makers to gauge the sectors or products where the impact of NTMs is most
pronounced.
Several different methodologies can be employed to calculate NTMs. One approach used in Looi Kee
(2009) utilized econometric-intensive approach and estimated ad-valorem equivalents (“AVE”
henceforth) of non-tariff barriers for each country at the tariff line level. They estimated the impact
of NTBs on import demand and then integrated such estimates with import demand elasticities. This
allowed them to transform quantity-impacts to price-effects (ad-valorem equivalents). The equation
they used is as follows:
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ln ms , j   s   s ,k C kj   s , j NTM s , j   s ,k C kj NTM s , j  s , j ln 1  tars , j   u s , j
k

k

where ms,j is the is the import value of good s in country j evaluated at exogenous world prices,
k
which are all normalized to unity so that imported quantities equal ms,j , tar is the tariff ; and C j are
a set of variables that control for k factor endowments (agricultural land, capital, labour force, GDP,
etc.). The effect of NTMs at the country level is estimated by the interaction term between the
k
NTM dummy (for the presence of a NTM) and the vector of factor endowments of the country C j .
This model produces quantity effects of NTMs that need to be translated into ad valorem
equivalents using import demand elasticities. Once ad valorem equivalents of each NTM are
computed, then it is also possible to aggregate them so as to obtain indices of the overall level of
protection at country level. Although AVEs provide useful information, it is important to note that
they may not alone provide a sound basis from which policy recommendations can be drawn. A high
AVE score related to an important and science-based NTM would not necessarily imply that the NTM
should be removed if the societal benefit it was providing (in terms of, say, consumer protection)
were worthwhile. It might however, be cause for policymakers to consider whether similar levels of
protection might be provided in less trade-distorting ways.
Source: Lee, Nicita and Olarrega, 2009.

Once price or quantity gaps are calculated, trade impacts can be considered in greater depth.
Systematic studies of the overall trade impacts of NTMs are relatively few but there are good
reasons for thinking that the trade impacts from NTMs are large. One estimate of the effect of NTMs
found that in 14 of 26 global regions, the ad valorem (tariff) equivalent rates for NTMs were higher
than the average tariff rates (Fugazza and Maur, 2008). Sector or product based studies have also
often found that NTMs impose larger costs than tariffs. A more recent study attempted to estimates
AVEs by sector (averaged across countries) making use of the more comprehensive data available for
some countries under the Transparency in Trade Initiative discussed above (Cadot and Gourdon,
2015). Several different econometric estimations were used, producing varying results: the average
total AVE across sectors was estimated at 8.8% (table 2.3). Despite these variations however, the
relative standings of difference sectors remained similar. As would be expected, animals and
vegetables are the most affected by SPS obligations, whereas vehicles also figured prominently as a
sector with high TBT AVEs. Compared to global average applied tariffs of around 8% in developing
countries and 2% in developed countries, if these estimates of the AVEs of SPS and TBTs are broadly
correct, then NTMs clearly play a significant role as barriers to trade in some sectors.
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Table 2.3: AVE estimations of NTMs: results by industry (with importer characteristics)

Live animals
Vegetables
Fats and Oils
Beverages and tobacco
Minerals
Chemicals
Plastics
Leather
Wood products
Paper
Textile and clothing
Footwear
Stone and glass
Pearls
Metals
Machinery
Vehicles
Optical and med. Instr.
Arms
Miscellaneous
Work of arts
Average

SPS (A)
12.9

TBT (B)
10.1

Other (C, D, and E)
3.2

Total
26.2

10.3
6.9
8.0
1.6
1.1
1.3
2.8
4.7
0.8
0.8
0.7
1.8
1.0
1.4
1.6
0.4
0.7
0.0
0.7
0.0
2.8

8.1
7.8
7.5
6.6
5.6
4.7
2.2
1.4
1.7
4.2
3.2
4.9
4.3
3.4
4.6
9.3
7.5
0.5
4.4
2.6
5.0

1.3
0.5
1.8
0.8
0.7
0.4
2.6
0.4
0.7
1.4
0.9
0.6
0.7
0.8
1.0
1.2
1.6
0.3
0.3
0.0
1.0

19.6
15.2
17.3
9.0
7.3
6.4
7.6
6.5
3.2
6.4
4.8
7.3
6.0
5.6
7.1
10.9
9.9
0.8
5.3
2.6
8.8

Source: Cadot and Gourdon, 2015, p. 15.

Trade cost-based approaches
An alternative methodology for estimating the impact of NTMs comes from the broader literature
on trade costs. Trade costs can be broadly defined as all the costs incurred in getting a good to a
final user, other than the marginal cost of producing the good (Anderson and Van Wincoop, 2004).
They thus play an important role in determining countries’ trade performance and explaining
patterns or trade. Major sources of costs include transportation and logistics, policy barriers (tariffs
and non-tariff measures), information, and legal and regulatory costs.
Determining overall trade costs between countries is not straightforward, nor is disentangling the
different cost drivers, to determine, for instance, how sizeable the costs imposed by non-tariff
measures are in relation to other factors. Approaches to determining trade costs generally adopt
one of two methods, both of which make use of the standard gravity model of international trade.
The traditional “bottom-up” approach, starts from the factors believed to determine trade costs and
then estimates an overall level of trade costs by summing the factors together. For instance, using
this approach, Anderson and Van Wincoop (2004) estimated that the trade costs in a developed
country may be as high as 170% ad valorem (and are likely to be even higher in developing
countries). This headline figure was attributed to different factors as follows: 21% transport costs,
44% border-related trade barriers (of which only 8% was due to traditional trade policies such as
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tariffs, and the rest to other factors including NTMs), and 55% wholesale and retail distribution
costs. The remainder was made up of “secondary” factors among which are cultural and currency
barriers.
In contrast, some more recent research has taken a “top down” approach whereby trade costs are
inferred from observed trade patterns. Using a gravity model, expected trade values between
countries can be estimated based on factors including their economic size and geographic proximity.
Estimated values can then be contrasted with observed trade and the size of trade costs inferred
from the scale of the disparity. These trade costs can then be decomposed using as many observable
factors as possible. Studies taking these approaches have shown the importance of non-tariff
measures in determining trade performance. Arvis and others (2013) show that non-tariff measures
and other non-traditional forms of trade policy are a particularly important determinant of trade
costs, and now determine overall trade costs performance to a greater extent than tariff rates. They
also show that membership in preferential trade agreements, especially those that go beyond tariff
cuts to deal with non-tariff measures can be important ways of reducing trade costs. More generally,
the authors show observable trade cost proxies can capture only around 50%-60% of the observed
variation in trade costs; they therefore judge that the sizeable non-observable component is likely to
be driven by non-tariff measures.
Duval and others (2012) attempted to estimate econometrically the determinants of agricultural
trade costs both within the Asia-Pacific, and between the Asia-Pacific region and other country
groups. The authors found that that direct tariff costs accounted for only a small portion of overall
agricultural trade costs in the Asia-Pacific region, ranging from zero to 20%. The remainder, which
was calculated as the difference between total comprehensive ad-valorem trade costs and applied
tariff rates, consisted of non-tariff measures as well as any form of other costs such as distance,
culture, history, logistics infrastructure and services, exchange rates, the business environment, level
bureaucratic border and behind-the-border procedures. Interestingly, when considering the trade
costs of ASEAN developing countries with OECD countries, the contribution of distance to trade costs
dropped markedly whereas non-tariff measures became key determinants.
Supply-chain analysis
‘Global’ studies of NTMs are primarily useful for allowing sectoral and cross-country comparisons.
These are useful to policymakers in helping identify areas where NTMs seem particularly
distortionary. However, the broader the study the more likely it is to rest on econometric estimates
with attendant consequences for uncertainties. There is thus also a useful role for more specific,
smaller-scale studies focusing on the impacts of one particular policy or product. Ideally analysts
should choose areas where there is both a troublesome policy which has been highlighted (for
instance in business surveys) as being of concern, and also an observed economic effect.
Whether price, quantity techniques or trade cost techniques are used, a supply chain perspective
can provide valuable complementary insights for policymakers. This attempts to identify the precise
locations in the supply chain at which various policies have an impact either by increasing costs or as
absolute constraints. Breaking down the supply chain into component parts helps identify priority
areas from a trade facilitation perspective.
Moving beyond the impacts of NTMs solely on trade, it is important to also evaluate their wider
impacts on, for instance, GDP, employment or welfare. Simulation models developed for broader
32

trade analysis can be adapted for these purposes. Approaches using both partial equilibrium models
(focused on a single market) as well as general equilibrium models (which capture inter-industry
relations). Some of the most sophisticated approaches to date combine these two approaches
(Ferrantino, 2012).
Nevertheless, as NTMs are often introduced to tackle real or perceived market failures, even the
most sophisticated economic analysis may not be able to answer some questions as to their efficacy
which are essentially political i.e. how much risk should the government be willing to expose
consumers too, or what is the role of the state in driving consumers to make decisions based on
environmental considerations? In this context, the tools of regulatory impact assessment are often
the most appropriate complements to formal economic analysis. These can help identify the market
failure at issue; estimate costs; and inform a broader debate on the goals of public policies and the
distribution of the burdens imposed by regulations. Some more discussion on regulatory
streamlining follows in Chapter 5 of this report.
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Chapter 3: Sanitary and Phytosanitary Measures
3.1 Introduction
A high priority for all governments is ensuring the availability of safe food for consumers and
preventing or limiting the spread of pests and the outbreak of diseases among plants and animals.
Policies with these goals are generally referred to as sanitary (human and animal health) and
phytosanitary (plant health) measures, or commonly referred to as SPS measures. They can be
diverse in nature and include: inspection regimes for imported products; requirements for specific
treatments or processing of products; or maximum pesticide residue levels in fruit and vegetables.
SPS measures apply to domestic production of food and animal health, but to the extent that
imported products can have consequences for local human or plant welfare, then SPS measures may
result in restrictions on trade.
By itself, the fact that SPS measures can be trade restrictive, does not necessarily count against
them; all governments accept some restrictions on trade in the interests of public health and safety.
However, domestic producers can put governments under pressure to introduce measures which
exceed what is required for health protection, thereby limiting the competition faced from foreign
suppliers. When used as a tool of protectionism, SPS measures can be extremely effective; their
technical complexity can make them difficult to challenge while the ostensible public health
rationale is a convenient defence.
Not all SPS measures are trade restrictive. When SPS measures help streamline information
regarding the safety, quality and specifications of products then they can potentially reduce trade
costs. Consumer demand for products with stringent SPS regulations may increase as quality
assurances increase consumer confidence. The effects of SPS measures can thus be diverse,
encompassing trade disruption, trade diversion and trade creation. “The effects of SPS measures and
TBTs on trade are also often related to compliance costs, lack of technology, weak infrastructures
and poor export services, all of which may impede developing countries in meeting SPS standards
and requirements and overcoming TBTs” (UNCTAD, 2012).
The risk that SPS measures can be used as a trade barrier was the motivation behind the SPS
agreement in the WTO (box 3.1). The purpose of this agreement is to ensure that SPS measures are
scientifically justified and transparent and do not result in unnecessary barriers to international
trade. This is of increasing importance as in recent years, the use of SPS measures as trade barriers
for imports has increased considerably. This creates serious problems for many Asia-Pacific
exporters, particularly in least developed countries who may find it challenging to meet the
requirements.
Box 3.1: The WTO Agreement on Sanitary and Phytosanitary (SPS) Measures
Trade can bring pests and diseases across borders or introduce food or other products with
detrimental consequences for human health. It is thus natural that governments seek to contain
these risks through regulation. The WTO SPS agreement builds on previous GATT rules and was
established during the Uruguay Round of negotiations, coming into force in 1995. The 1947 General
Agreement on Tariffs and Trade gave WTO member countries the right to apply measures necessary
to protect human, animal and plant life and health. Since SPS measures can act as barriers to trade,
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governments feared the use of such measures for protectionist purposes. Therefore, it was
necessary to set clearer and more detailed rights and regulations on food safety and animal and
plant health measures affecting trade.
The WTO agreement defines SPS measures as those that: “Protect human and animal life from risks
arising from additives, contaminants, toxins or disease-causing organisms in their food; Protect
human life from plant- or animal-carried diseases; Protect animal or plant life from pests, diseases,
or disease-causing organisms; Prevent or limit other damage to a country from the entry,
establishment or spreads of pests.” SPS measures are judged to include all laws, decrees,
regulations, requirements related to: end product criteria; processes and production procedures;
testing; inspection; certification and approval procedures; quarantine treatments (associated with
animal and plant transport and the materials required during their transport); statistical methods;
sampling procedures; methods for risk assessment; and packaging and labelling.
The agreement allows member countries to implement scientifically-based measures to protect
public health within their borders. Such measures: (i) should be applied only to the extent necessary
to protect human, animal, or plant life; (ii) should not arbitrarily or unjustifiably discriminate
between two countries where the same or similar conditions prevail; and (iii) should restrict trade as
little as possible.
The agreement encourages member countries to align national standards with international
standards, guidelines, and recommendations where possible. In this, the work of three
organizations, collectively referred to as the ‘three sisters’ is to be followed where possible. More
specifically, food safety measures should be based on the standards, guidelines, and
recommendations adopted by the Codex Alimentarius Commission (CAC); animal life and health
measures should be based on those standards adopted and recommended by the International
Office of Epizootics (OIE), and, for plant life and health, the standards and recommendations of the
International Plant Protection Convention (IPPC) apply. However, the agreement explicitly allows
member countries not to choose international standards and apply more stringent measures (higher
standards) as long as they provide scientific justification for doing so, or if the level of health
protection set by the three organizations is not consistent with the level of protection deemed
appropriate by the concerned country.
The agreement also established the WTO Committee on SPS as a regular forum for consultations.
The objectives of the committee include: encouraging the use of international standards,
maintaining close contact with the three major standard setting organizations, monitoring
international harmonization.
In terms of transparency, SPS measures should be made known to the public and trading partners.
The agreement requires member countries to promptly publish all SPS regulations and, upon request
from another country, provide an explanation on the requirements. This occurs through an Enquiry
Point that countries are required to maintain. Whenever there is no international standard or
whenever a country introduces a new regulation differing from the international standard and
affecting trade, the member must publish a notification in advance of the implementation of the
proposed regulation, notify other members through the SPS Committee Secretariat, provide copies
of the proposed regulation upon request, allow reasonable time for other members to comment and
provide opportunity for discussion. The WTO Secretariat will circulate the notification to all WTO
member countries as well as interested international organizations.
Source: WTO (2015b); WTO Agreement on Sanitary and Phytosanitary (SPS) Measures.
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3.2 Recent trends in SPS measures among Asia-Pacific economies
Evidence from a number of different sources points to increasing usage of SPS measures by AsiaPacific economies. Overall, more SPS measures were introduced in the post-crisis period (2008-2013)
than in the preceding period (2002-2007). Considered on a sectoral basis, while more new SPS
measures (measured by notifications to the WTO) were introduced on animal products that any
other sector, the number of measures introduced in the later years was broadly the same as in the
earlier period suggesting there has not been a surge in new SPS measures in this area. In contrast, all
other major sectors in which SPS are widely deployed saw increases in the number of new SPS
measures introduced between the two periods. In absolute terms, the largest increases were
witnessed in food products, chemical products and mineral products (figure 3.1). Of course, SPS
measures, as with other types of regulations, are generally cumulative so that new measures still
add to the total regulatory burden even when the rate of introduction of new measures slows.

Figure 3.1: SPS notifications by Asia-Pacific economies by sector

Source: ESCAP calculations based on WTO I-TIP database. Accessed March 2015.

Using the improved data on the prevalence of NTMs made available for selected Asia-Pacific
economies under the Transparency in Trade initiative, it is possible for the first time to accurately
calculate frequency indexes and coverage rations for several countries. As Table 3.1 shows, these
vary considerably across economies. Sri Lanka had the highest frequency indexes and coverage
ratios, among the surveyed countries at 56.9 and 88.6 respectively. China’s scores were considerably
lower at 27.4 and 20.1 respectively. As would be expected, there is a broad relationship between
income levels and the occurrence of SPS measures. Countries with higher income levels generally
have more extensive regulatory infrastructures. Indeed, less than 6% of imported products are
currently affected by SPS measures in Bangladesh, Nepal and Pakistan.
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Table 3.1: SPS Frequency Index and Coverage Ratios in selected economies
Frequency Index

Coverage Ratio

Bangladesh

3.7%

3.1%

China

27.4%

20.1%

India

7.5%

3.9%

Sri Lanka

56.9%

88.6%

Nepal

4.4%

7.4%

Pakistan

5.4%

12.2%

Source: CEPII NTM Map Tool, 2014.

3.3 Specific Trade Concerns
When exporters encounter problems with market access which they believe stem from WTOincompatible causes they can request that their government raise a specific trade concern in the
appropriate WTO committee. Frequent causes of complaint are new regulations which are believed
to be in breach of WTO disciplines, for example the requirement that SPS measures be scientifically
based, or alternatively from complaints that existing regulations are being misapplied in trade
restrictive ways. Analysis of specific trade concerns can therefore provide some evidence on how
NTMs are impacting trade and offer insights into the changing usage of SPS.
When concerns are raised at the WTO Committee on SPS, these are then discussed in Committee or
bilaterally between the WTO members, with the purpose of resolving issues without recourse to the
full WTO dispute settlement system which can be expensive and time-consuming. Comparing the
periods 1995-2004 and 2005-2014, the total numbers of concerns raised in the SPS committee of the
WTO actually fell marginally from 214 to 174. However, the composition of the countries raising the
concerns changed significantly. In the later period a clear majority (61%) of concerns were raised by
developing economies, compared with only 38% in the earlier period (figure 3.2); this is illustrative
of the growing impact of SPS measures on developing country exports as well as their increasing
confidence in using the WTO institutional structure to pursue their trade interests.
Analysis of the type of countries raising these concerns shows that in more recent years, Asia-Pacific
countries are responsible for a growing share of total concerns raised—28% of concerns raised in the
period 2005-2014 had at least one Asia-Pacific economy as a complainant compared with 14% in the
1995-2004 period (figure 3.3). Considering the source of the NTMs which are being raised by
developing countries in the Asia-Pacific, other regional developing economies are a rising source of
SPS measures of concern. These accounted for 13% of concerns raised in 2005-2014 up from 8% in
the earlier period (figure 3.4). However, the non-Asia-Pacific developed economies are still the bulk
of SPS measures of concern to developing Asia-Pacific economies and accounted for an increasing
share of concerns raised between the two periods to reach 65% of total special trade concerns. This
suggests that efforts to support developing country exporters meet standards for food and
agricultural products in major developed economy markets, like the European Union and United
States should be an ongoing priority.
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Figure 3.2: Economic status of
countries raising Specific Trade
Concerns on SPS

Figure 3.3: Geographic status
of countries raising Specific
Trade Concerns on SPS

Figure 3.4: Source of NTMs
concerning Asia-Pacific
developing economy STCs

Source: ESCAP calculations based on WTO STC database. Accessed February 2015.
Note: ‘Mixed’ refers to STCs with joint complainants from both categories of country.

Examples of recent SPS-related concerns raised in 2012 or 2013 by Asia-Pacific economies in relation
to other regional economies include the following: India raised a concern about non-recognition of
testing laboratories for meat products in the Russian Federation; Indonesia raised a concern about
China’s import policy on swallow nests; Japan raised a concern about strengthened import
restrictions on fishery products with regard to radionuclides in the Republic of Korea; and India
raised a concern about Japan's restrictions on shrimp due to anti-oxidant residues. Two more
detailed recent cases are given in the box below.
Box 3.2: Recent special trade concerns involving SPS measures in Asia-Pacific economies
Japan tightens regulations affecting Indian shrimps
In October 2012, India raised concerns about Japan’s new mandatory measures covering testing for
residue levels of Ethoxyquin, an anti-oxidant commonly used as a preservative in feed for aquatic
animals. In July 2012, Japan set the default maximum residue limits (MRLs) for Ethoxyquin in shrimps
coming from India and Viet Nam at 0.01ppm (parts per million), a threshold considerably stricter
than the 3ppm threshold set by food safety organization Codex and the 1ppm threshold set by Japan
for fish.
India argued that Japan had acted without providing scientific evidence on the toxicity of the
pesticide and disregarding the objective of note disrupting trade. In support of this position, they
argued that no other WTO member had imposed MRLs for Ethoxyquin in shrimps and no other
international organization had regulated Ethoxyquin in fish. In 2013 India again raised concerns over
Japan’s regulations and asserted that the stringent MRLs on shrimp had caused substantial economic
losses to Indian exporters and shrimp farmers. Indeed, Japan had already rejected more than 10
shrimp shipments coming from India since July 2012. Odisha and West Bengal were the most
affected regions since most of their black tiger shrimps were exported to Japan. Their exports
dropped by more than 50% while total export to Japan dropped by 10% in terms of volumes and
6.5% in terms of value during 2012-2013. Following 18 months of discussions between the two
governments, the Japanese authorities agreed to revise the MRL and impose a new level of 0.2ppm
from January 2014.
Sources: Business Standard, 2014; Business Standard, 2013; Viet Nam News, 2014; Vietnamese Association of
Seafood Exporters and Producers, 2014.
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Russian Federation introduces restrictions on palm oil imports
Russian regulations are severely limiting imports of palm oil from world’s number one and two palm
oil producers: Indonesia and Malaysia. Russia has become an important market for Indonesia’s palm
oil in recent years. According to UN Comtrade statistics, Russian imports of the commodity rose
remarkably from US$24.82 million in 2009 to 306.57 million in 2013. As for Malaysia, in 2012 exports
of palm oil to Russia accounted for 11.4% of the country’s total exports.
Russia recently revised its regulations for palm oil, and in April 2014 Russia submitted a notification
to the WTO stating that the peroxide value for palm oil—a measure of rancidity associated with
spoliation—should not exceed 0.9 milliequivalents per kilogram (meq/kg). This measure is
significantly stricter than the 10 meq/kg limit in the international standard set by the Codex
Alimentarius. Malaysia and Indonesia have both raised an STC concern against Russia concerning
this measure. Malaysia claimed that the new limit “lacks scientific justification and can be impossible
to achieve in some climates (WTO News, 2014).”
Sources: The Jakarta Post, 2014; Tempo.co, 2014.

3.4 Impacts of SPS measures on exports from developing countries
In contrast with the global trend towards tariff liberalization over the past few decades, SPS
measures have increased in frequency and become more stringent. This has arguably been driven
primarily by non-trade objectives such as consumers’ demand for quality and safety and the needs
of businesses involved in the agri-food production and distribution industries to streamline food
production chains. The most profound consequence from a trade perspective, however, has been to
make market access for agricultural products—the primary sector subject to SPS requirements—
increasingly dependent on the ability of exporters to meet, and demonstrate compliance with,
regulatory standards.
SPS measures are applied generally in a non-discriminatory manner. That is, products must meet the
same standards regardless of their origin. Indeed, this is a requirement of the WTO SPS agreement
(see above). However, from the perspective of developing country exporters there are two reasons
to think that SPS measures may have a potentially distortionary effect on trade—to the
disadvantage of developing countries. First, regulatory measures are heavily concentrated in sectors
(especially agriculture) which occupy a large share of developing country exports. Second,
compliance “with SPS measures is often asymmetrical because it requires technical know-how,
production facilities, and an infrastructural base that, while usually available in developed and
emerging markets, is often lacking in many lower income countries” (UNCTAD, 2014).
Previous research supports the contention that SPS measures can have trade restrictive and trade
distorting effects. Put alternatively, the costs of compliance imposed by SPS measures vary by sector
and by country in ways which alter export competitiveness, thereby ultimately changing
international trade flows (Disdier and others, 2008). Firms in developing countries which have less
advanced production processes and who therefore face higher hurdles in achieving compliance with
regulations in potential export markets, may then face incentives to specialize away from sectors
with the highest regulatory burdens (Essaji, 2008). Chen and others (2006) found a falls in exports
from developing countries of 9% and 3% were found in those importing markets imposing testing
and inspection procedures, respectively.
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UNCTAD (2014) estimations of the impacts that EU SPS regulations have on exports from low income
countries found that they result in relatively higher burdens for low income countries. By assigning
different sectors regulatory intensity scores, defined by the number of applicable SPS measures
(mainly tolerance limits, hygiene requirements, production requirements, and conformity
assessments) these are then combined with a ‘gravity’ model of expected trade in each sector to
identify where export volumes from low income countries are lower than expected. As anticipated,
exports are below expectations in the most heavily regulated sectors, and these are especially high
for low income countries, appearing to confirm that regulatory burdens fall disproportionately on
these countries. Effects were particularly pronounced in: coffee, tea, and spices; fish; fruits; gums
and resins; vegetables; and prepared animal products. Overall, the distortionary impacts are
estimated to lower trade in agricultural exports to the EU from low income countries by around $3
billion, approximately 14% of total exports from these countries to the EU.
3.5 Potential exposure to SPS measures amongst Asia-Pacific LDCs
Because LDCs may be among the least able to cope with the requirements imposed by SPS
measures, efforts to design SPS policies in a way which is sensitive to LDC circumstances, alongside
capacity building for LDCs is vital. However, not all LDCs will be vulnerable to SPS measures to the
same degree. Because the impact of SPS measures varies by sector, LDCs which have exports
particularly concentrated in SPS-affected sectors will be potentially most exposed.
To guage the extent to which Asia-Pacific LDCs are potentially facing SPS-related barriers to their
exports, table 3.2 combines the Asia-Pacific LDCs export shares by sector with the ad-valorem
equivalent of SPS measures in that sector taken from Cadot (2015). High scores indicate a
combination of export concentration in that sector with high average SPS ad valorem equivalents in
that sector. Averaging these scores across sectors provides an overall estimate of potential exposure
to SPS measures based on an LDCs export basket. Clearly, these estimates remain crude, and more
detailed analysis at the product level would be needed to truly capture the extent to which
individual industries within countries are impacted. Nevertheless, the results, suggest that the Pacific
island states—Kiribati, Tuvalu, and Vanuatu—have the highest potential exposures to SPS measures.
This is a consequence of the exceptionally high concentration of exports (over 90%) in the live
animals sector, which also has the highest estimated AVE for SPS measures at 12.9%.
In other LDCs, it is not necessarily the largest sector by share of exports that has the highest overall
exposure score. For instance, the largest export sector of the Lao People’s Democratic Republic is
minerals but these face minimal SPS barriers. In contrast, wood exports although representing a
slightly lower share of total exports face higher SPS AVEs. Overall scores for SPS potential exposure,
are unsurprisingly much lower in countries with larger manufatured exports. For instance,
Bangladesh has the lowest overall SPS exposure because of the dominannce of the textile and
clothing sector in total exports. These results reinforce the need for schemes that seek to improve
LDCs’ export potential—for instance the Duty-Free Quota-Free schemes for LDC exports that have
been introduced in many countries—to recognize that providing specific assistance to LDCs to meet
the NTM challenges they face is as, or more, important than granting tariff preferences. The
following chapter shows results for TBT measures; Annex A includes results of a similar exercise
across all five NTM chapters for which updated information is available.
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Table 3.2: Asia-Pacific LDCs: Export shares by sector and potential exposure to SPS measures
Afghanistan

Live Animals
Vegetables
Fats and oils
Beverages & tobacco
Minerals
Chemicals
Plastics
Leather etc.
Wood
Paper
Textile and clothing
Footwear
Stone & glass
Pearls
Metals
Machinery
Vehicles
Optical & med. Instr.
Arms
Miscellaneous
Work of arts
Average score

AVE (%)
12.9
10.3
6.9
8
1.6
1.1
1.3
2.8
4.7
0.8
0.8
0.7
1.8
1
1.4
1.6
0.4
0.7
0
0.7
0

Bangladesh

Bhutan

Share Score Share Score Share

0.4
47.8
0.0
0.2
10.9
0.4
0.2
3.8
0.1
0.1
21.9
0.0
0.0
1.7
7.3
3.0
0.6
0.3
0.0
0.0
1.2

5.0
492.8
0.0
1.4
17.4
0.4
0.3
10.7
0.5
0.1
17.5
0.0
0.0
1.7
10.3
4.7
0.2
0.2
0.0
0.0
0.0
26.8

2.1
0.6
0.0
0.6
0.5
0.2
0.3
1.6
0.0
0.0
90.0
2.3
0.2
0.0
0.4
0.3
0.3
0.2
0.0
0.2
0.0

27.0
6.6
0.3
4.8
0.8
0.2
0.4
4.5
0.1
0.0
72.0
1.6
0.4
0.0
0.5
0.5
0.1
0.1
0.0
0.1
0.0
5.7

Cambodia

East Timor

Kiribati

Score Share Score Share Score Share

0.0 0.1 0.1 1.7
0.3 2.6 6.1 62.4
N/A N/A 0.2 1.0
1.5 12.2 1.2 9.8
2.2 3.5 0.8 1.3
14.7 16.1 0.1 0.1
3.1 4.0 2.6 3.4
0.2 0.6 0.3 0.8
1.8 8.3 1.5 7.2
0.0 0.0 0.1 0.1
0.1 0.1 69.2 55.3
0.0 0.0 9.7 6.8
1.2 2.2 0.0 0.0
0.0 0.0 0.1 0.1
74.0 103.6 0.8 1.1
0.7 1.1 2.1 3.4
0.1 0.0 4.2 1.7
0.1 0.1 0.5 0.4
0.0 0.0 0.0 0.0
0.0 0.0 0.4 0.3
0.0 0.0 0.0 0.0
7.7

7.5

0.0
1.9
0.0
0.0
96.7
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.3
0.6
0.2
0.1
0.0
0.1
0.0

Lao PDR

Myanmar

Nepal

Solomon Islands

Tuvalu

Vanuatu

Score Share Score Share Score Share Score Share Score Share Score Share Score

0.1 96.0 1238.8 0.0 0.3 3.6 46.0 0.3 3.5 5.8 74.4 94.7
20.1 0.6 6.0 6.4 65.8 10.5 108.2 11.3 116.5 0.2 2.3 0.0
0.3 0.2 1.2 0.0 0.0 0.0 0.0 0.3 1.9 5.5 37.8 N/A
0.1 0.2 1.3 1.6 12.6 0.7 5.6 11.5 91.7 7.2 57.8 0.0
154.7 0.0 0.0 29.5 47.3 42.1 67.4 1.0 1.5 0.1 0.1 0.1
0.0 0.0 0.0 2.6 2.8 0.1 0.1 5.9 6.5 0.0 0.0 0.0
0.1 0.1 0.2 3.0 4.0 1.9 2.5 7.1 9.2 0.0 0.0 0.4
0.0 0.0 0.0 0.2 0.4 0.1 0.2 2.7 7.5 0.0 0.0 N/A
0.1 N/A N/A 25.9 121.6 15.4 72.6 0.5 2.5 67.8 318.7 0.1
0.0 0.0 0.0 0.1 0.1 0.0 0.0 1.3 1.0 0.0 0.0 0.0
0.0 0.0 0.0 7.3 5.9 10.9 8.7 35.1 28.1 0.0 0.0 0.4
0.0 0.0 0.0 0.6 0.4 1.2 0.8 4.7 3.3 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.1 0.1 0.5 0.9 0.0 0.0 0.0
0.0 N/A N/A 2.1 2.1 11.4 11.4 1.1 1.1 13.0 13.0 N/A
0.4 0.2 0.3 19.1 26.7 1.0 1.4 13.1 18.4 0.1 0.1 1.0
0.9 0.5 0.9 1.0 1.5 0.4 0.7 1.2 2.0 0.1 0.2 2.2
0.1 2.0 0.8 0.4 0.2 0.0 0.0 0.2 0.1 0.0 0.0 0.3
0.0 0.0 0.0 0.1 0.1 0.4 0.3 0.4 0.3 0.0 0.0 0.0
0.0 0.0 0.0 N/A N/A 0.0 0.0 0.0 0.0 N/A N/A N/A
0.1 0.0 0.0 0.1 0.1 0.1 0.1 0.8 0.5 0.1 0.1 0.6
0.0 0.0 0.0 0.0 0.0 0.0 0.0 1.1 0.0 0.0 0.0 0.0

1222.0
0.0
N/A
0.4
0.2
0.0
0.5
N/A
0.3
0.0
0.3
0.0
0.0
N/A
1.5
3.5
0.1
0.0
N/A
0.4
0.0

8.4

72.3

65.8

14.6

15.5

14.1

25.2

91.7
2.5
0.7
2.4
0.0
0.1
0.0
0.2
0.5
0.0
0.0
0.0
0.0
0.0
0.2
0.2
1.2
0.0
N/A
0.1
0.0

Source: ESCAP calculations based on AVE estimates in Cadot and Gourdon, 2015, and export data from WITS.
Note: Red indicates high overall potential to exposure to SPS measures as calculated by multiplying the share of exports
from a particular sector with the SPS AVE for that sector.
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1183.5
25.6
4.9
19.1
0.0
0.2
0.0
0.5
2.2
0.0
0.0
0.0
0.0
0.0
0.3
0.3
0.5
0.0
N/A
0.1
0.0
61.9

Chapter 4: Technical Barriers to Trade
4.1 Introduction
In recent years, consumer demands for increased product safety and greater environmental
protection have encouraged governments to tighten existing rules or introduce new policies.
Countries have therefore adopted increasing numbers of technical regulations (which are
mandatory) and standards (which are voluntary) (WTO, 2012). These regulations and standards set
out either the specific characteristics of a product—such as its shape, size or design and
performance—or they can refer to the production process and methods used in its manufacture.
Many of these instruments have consequences for trade because exporters seeking market access
for their products need to: identify and understand the requirements; potentially update their
products or processes if standards are not being met; and produce evidence to demonstrate
compliance with the regulations or standards. Together the costs involved in performing these steps
can be large or oven prohibitive. Further, when standards differ significantly between countries, this
can cause additional costs and complications as exporting to different markets would require parallel
processes, and reduce economies of scale. As compliance costs are often fixed, such policies are a
particular barrier for small firms. In the context of trade these types of regulation are known as
Technical Barriers to Trade (TBTs), these are one form of trade barriers within the wider category of
NTMs.
TBTs are generally introduced in pursuit of legitimate policy objectives such as the protection of
public health and safety. However, where TBTs impose requirements that are in excess of those
needed to meet their professed objectives or in cases where they are deployed as a form of
‘disguised’ protectionism they can have a restrictive and distortionary effect on international trade.
The economic slowdown induced by the global financial crisis has been accompanied by a rise in the
deployment of trade-restrictive measures as governments have responded to pressures to protect
domestic producers (GTA, 2014). Import tariffs—the most transparent form of trade-restrictive
measure—have been used less than other NTMs including technical barriers to trade (TBTs) and
sanitary and phytosanitary measures (WTO, 2012). As with other forms of protectionism, this can
impose costs not only on foreign producers but also on domestic consumers and importers who are
denied the benefits of cheaper or more varied imported products.
TBTs are thus one of the most important and widely used types of NTMs. Typical TBTs might involve
regulations and standards governing: the labelling of composition or quality of food, drink and drugs;
quality requirements for fresh food; the volume, shape and appearance of packaging; or testing
requirements for vehicles. Some NTMs are covered by WTO disciplines which impose limitations on
their usage by member states. For example the WTO Agreement on Technical Barriers to Trade,
which came into force in 1995, deals with various product standards and technical regulations and
procedures required to meet these standards, such as certification or testing (see box 4.1 for
details). The main goal of this agreement is to ensure that domestic technical standards do not
create unnecessary obstacles to international trade while recognizing the right of members to take
action for public purposes.
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Box 4.1: The WTO Agreement on Technical Barriers to Trade
The Agreement on TBTs was adopted as part of the Uruguay Round of negotiations and came into
force in 1995, replacing an earlier plurilateral agreement. In terms of content, the agreement
covers domestic technical standards—for instance packaging, marking and labelling
requirements—and certification procedures. It imposes disciplines on members’ use of TBTs,
seeking to ensure that as a general rule TBTs should not be implemented in such a way as to pose
unnecessary obstacles to trade. The agreement thus attempts to prohibit ”regulatory
protectionism” while providing members with sufficient regulatory autonomy to pursue necessary
domestic policy objectives.
The Agreement recognizes the right of members to adopt regulations that potentially affect
international trade. However, actions are disciplined according to three principles: nondiscrimination, transparency and proportionality. These are realized by rules governing:
 the process of adoption of the measures and on their implementation;
 the proportionality of the measures to the objective sought;
 the necessity of the measures.
Overall, the Agreement seeks to avoid the imposition of unnecessary obstacles to trade which
could result when (i) a regulation is more restrictive than necessary to achieve a given policy
objective, or (ii) when it does not fulfil a legitimate objective. A regulation is more restrictive than
necessary when the objective pursued can be achieved through alternative measures which have
less trade-restricting effects.
Further, recognizing that having international standards can provide benefits for consumers and
producers, the Agreement also encourages WTO members to adopt existing international
standards for their national regulations in whole or in part, unless their use would be ineffective
or inappropriate for the achievement of the policy objective. Members are also expected to play a
full part in the preparation of international standards for products for which they either have
adopted, or expect to adopt, technical regulations.
The Agreement on TBTs also covers countries’ obligations in terms of provision of information on
product standards, such as the creation of inquiry points. Moreover, whenever a country
introduces a new technical barrier, which is not in accordance with the technical content of
relevant international standards, and if the technical regulation may have a significant effect on
trade of other Members, the introducing member is obliged to: publish a notice in a publication at
an early appropriate stage; notify other Members through the Secretariat of the products to be
covered together with a brief indication of its objective and rationale; allow reasonable time for
other Members to make comments and take these into account. If a country believes another
country is not complying with their obligations under the Agreement they can take steps
beginning with bilateral consultations and ultimately, if a resolution at earlier stages is not found,
ending with recourse to the WTO dispute settlement mechanism.
Source: World Trade Organization, Technical Barriers to Trade Agreement.

Since the Agreement on TBTs entered into force, WTO member states have submitted an increasing
number of TBT notifications. Since 2008, more than 9649 notifications, 2953 addenda and

43

corrigenda3 to notifications were submitted by members. In 2013, members submitted 1,626 new
TBT notifications (including 26 revisions) or technical regulations and conformity assessment
procedures along with 467 addenda and 42 corrigenda to these notifications (WTO, 2014b).
However, it is likely that because of under-reporting of TBTs the true number of TBTs being
introduced over this period is higher. Although the WTO maintains a system of notifications for new
TBTs the intention behind this system, as noted earlier, is not to provide a comprehensive database
of measures. Rather it is to alert members provide a forum for members to see drafts of regulations
while amendments are still possible. Consequently the WTO’s notification requirements are not
compulsory and there are no penalties for non-compliance (World Bank, 2013).
Box 4.2: Australia and Indonesia clash over cigarette packaging
When high-profile public health issues are involved, new regulations which may affect trade can
often promote controversy between countries. In an attempt to curb smoking, Australia became the
first country in the world to introduce laws restricting logos, branding, colours, and text on tobacco
packaging. Under the legislation, called the Tobacco Plain Packaging Act (TPPA), effective from
December 2012, tobacco products have to be sold in drab green boxes with identical type faces and
fonts instead of company branding. In addition, graphic and shocking images of diseased smokers
are put on boxes.
This legislation is being challenged at the WTO by several tobacco exporters who allege that the
TPPA violates commitments under both the GATT and the TBT agreement. Challenges have been
brought by Ukraine, Honduras, the Dominican Republic and Cuba. In 2014, Indonesia, which exports
more than $US670 million worth of tobacco a year, joined the group of 4 challengers and was
granted the right to appeal against Australia’s new tobacco law at the WTO. The allegations against
the TPPA are that it:




treats imported tobacco products less favourably than domestically produced ones
creates unnecessary obstacles to trade and is more trade-restrictive than ‘necessary’ to fulfil a
legitimate objective (taking into account the risks that non-fulfilment would create), and
does not provide effective protection against unfair competition to nationals of other countries,
and creates confusion between goods of competitors.

It is likely that Australia will respond by arguing that the measures are non-discriminatory in that
they apply equally to all producers, domestic and foreign. Further, they may stress that plain
packaging is no more trade restrictive that necessary to fulfil the objective. Although a panel of
experts has been established, it is likely that the WTO will not make a decision until at least early
2016.
Sources: ABC News (2014); Parliament of Australia (2014); Wall Street Journal (2014).

4.2 Recent trends in TBTs in Asia-Pacific economies
Asia-Pacific countries have made a significant contribution to the rise in the total number of TBTs
notified to the WTO. Across nearly all the sectors in which TBTs are most prevalent, the period 20082013 saw a greater number of newly initiated TBTs than in the period 2002-2007 (figure 4.1). Only in

3

Addenda refer to provisions that are added to the original texts, while corrigenda refer to corrections that are added to
the original provisions.
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relation to mineral products were a smaller number of TBTs recorded. Across other sectors including
electrical equipment, chemicals, metals and food products, increases in TBTs were in the range of
30%-50%. These increases were on average larger than the increases in the number of SPS measures
in the corresponding sectors. China, Republic of Korea, Japan and Thailand were the largest initiators
of new TBT measures in the most recent period (figure 1.6).
Figure 4.1: TBTs initiated by Asia-Pacific economies

Source: WTO I-TIP database, 2014.

As in the case of SPS measures, data on NTMs made available for selected Asia-Pacific economies
under the TNT initiative, is providing opportunities to assess the prevalence of NTMs with greater
confidence of accuracy than previously. Table 4.2 shows the results for TBT measures across those
economies where surveys have already reported completed data. As with SPS measures,
considerable variation across countries is observed. China had the highest frequency index score
(showing the share of products covered by at least one TBT measure) at 69%, although the coverage
ratio (which measures the value of trade affected by TBTs) was higher in Sri Lanka. In line with the
observation that NTMs are less prevalent in lower income countries, Pakistan had the lowest
frequency index and coverage ratios.
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Table 4.1: TBT Frequency indexes and coverage ratios in selected Asia-Pacific economies
Frequency Index

Coverage Ratio

Bangladesh

12%

32%

China

69%

90%

India

55%

81%

Sri Lanka

56%

88%

Nepal

38%

50%

Pakistan

9%

16%

Source: CEPII, 2014.

4.3 Specific trade concerns on TBTs
In 2014, a record number of new trade concerns were raised in the WTO standards committee. The
total number of concerns raised was higher than in any year since the establishment of the WTO in
1995. Three-quarters of the concerns were raised by developing countries (WTO, 2014b). Indeed, of
the 85 measures raised in the 2014 session, 63 of them attracted expressions of concern from
developing countries. While STCs can be resolved in the TBT committee, unlike in the SPS committee
there exists no formal procedure for reporting on settlements.
Similar to the WTO SPS Committee, the WTO TBT Committee provides a forum in which members
can raise specific trade concerns regarding other members proposed or existing regulations which
have been notified to the committee. This is largely an opportunity to find out more about the
planned scope and implementation of regulations proposed by other members and to examine their
compatibility with obligations under the Agreement on Technical Barriers to Trade (see box 4.1). This
can have a valuable early warning function. Discussion is primarily around regulations that are yet to
be implemented but can also cover existing measures.
Developing countries are increasingly raising concerns on TBT issues (figure 4.2). However, unlike in
the case of SPS measures discussed in the previous chapter, a majority of concerns are raised by the
developed economies. That said the share of concerns raised by developing countries did increase to
reach 28% in the period 2005-2014 compared with only 10% in the 1995-2004 period (figure 4.2).
This may be because developing economies account for a lower share of world trade in products
most likely to be affected by TBTs, such as automobiles, compared with those sectors, like
agriculture, where SPS measures are most common.
Considering the geographic origins of TBT-related concerns, 49% involved Asia-Pacific countries
either by themselves or in conjunction with countries from other regions in the later period, up from
34% in the earlier period (figure 4.3). Examining the concerns raised only by Asia-Pacific developing
economies, 67% of concerns in the more recent period were about measures in developed
economies—mostly outside the region. However, the share of concerns about measures
implemented by other developing countries did rise between the two periods from 19% to 33%
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(figure 4.4). Of these, just under two thirds concerned other developing countries in the Asia-Pacific
region.
Figure 4.2: Economic status of
countries raising Specific Trade
Concerns on SPS

Figure 4.3: Geographic status
of countries raising Specific
Trade Concerns on SPS

Figure 4.4: Source of NTMs
concerning Asia-Pacific
developing economy STCs

Source: Source: ESCAP calculations based on WTO STC database. Accessed February 2015.
Note: ‘Mixed’ refers to STCs with joint complainants from both categories of country.

Recent examples of concerns on TBTs raised by Asia-Pacific countries include: Japan and Republic of
Korea raised concerns about China’s introduction of safety requirement for lithium ion cells and
batteries used in portable electronic equipment; Japan and others raising concerns about India’s
Requirements for Compulsory Registration on Electronics and Information Technology Goods; and
Australia and others raising concerns over India’s new food labelling requirements.
Box 4.3: Chinese Lithium-ion Battery Standards
Responding to consumer injuries and accidents involving faulty batteries, the Chinese authorities
decided to develop an improved national standard safety requirement to protect consumers’ health
and safety. In December 2014 the Chinese certification authority China Quality Certification Center
(CQC) published a new regulation (GB31241-2014) on lithium ion cells and batteries used for
portable electronic devices. This regulation will come into force starting 1st August 2015. Under this
new regulation, manufacturers of lithium-ion cells and batteries used in portable electronic
equipment will need to meet the compulsory national standards specifying the requirements and
testing methods on electrical safety, environmental safety, and mechanical safety for lithium ion
cells and batteries. Besides general tests on work safety parameters, labelling, warning statement
and lifetime, the standard requires 30 additional tests on the battery environmental effects, battery
electrical safety, safety of battery protection circuits and safety of system protection circuits.
However, some countries, including the Republic of Korea, have raised concerns at the WTO that the
new standard departs from international standards in ways which will add burdens and
complications for Korean battery producers and other firms using batteries in products like laptops
or tablet computers. They claim that while the new standard borrowed directly from wellestablished international test methods such as the UN, IEC and UL regulatory frameworks in places,
in also introduces different testing methods relating to thermal abuse, overcharge testing and drop
tests. The standard has also added new test requirements on battery protection circuits, operation
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in high temperature, fire resistance of the materials, some of which are already used in relevant
international standards.
Sources: WTO (2015c).

4.4 Impacts of TBT measures on exports from developing countries
The impacts of TBTs on exports from developing varies significantly by sector, and even be positive
in some sectors where the benefits of demonstrating compliance with international standards can
outweigh any additional information, production or compliance costs. One study of Malaysian
exports found that the presence of TBTs in export markets exerted a positive effect on industrial
exports, but had an overall negative effect on agricultural exports (Sithamaparam and Devadason,
2011). They posit that the export oriented industrial sectors are quicker in adapting to standards in
importing countries. In the case of agricultural exports, compliance costs appeared to the largest
barrier.
The result that standards have generally more positive impacts on manufacturing exports, compared
with agricultural exports, was also borne out by another study focusing more on information costs
associated with standards (Moenius, 2004). It found that information costs can also be an important
element in determining the impact of standards. Where TBT standards increase information flows
between importers and exporters they can have positive impacts on trade. One report thus
concluded: “If the costs of adapting products to foreign markets are small relative to information
costs, the benefits of standards overcome the adaptation costs. This explains the positive effect of
standards for manufacturing industries where information costs are likely to be greater because of a
higher technological content. In non-manufacturing industries and in the agricultural sector,
products are generally homogeneous, so informational requirements are lower. In these sectors,
compliance costs are likely to dominate information costs and thus standards have a negative effect
on trade” (UNCTAD, 2012, p 31)
International harmonization of standards is one way of removing some of the barriers to trade that
TBTs can impose. When standards are harmonized production processes do not need to be
customized to the varying requirements of each export destination. Czubala, Shepherd and Wilson
(2009) considered the impact of harmonized standards on African exports of textiles and clothing.
They find that in cases where European Union standards diverged from international standards,
African exports suffered. In cases where international standards had been adopted by the European
Union, imports from Africa were less restrictive. These held true not just in mandatory regulations
but also in voluntary product standards as well. Country-specific standards are likely to increase the
marginal and fixed costs of exporting, which can be a particular deterrent to participating in trade
for small and medium-sized enterprises (SMEs). Working towards harmonization of product rules
across markets, is thus one policy option to support exports from developing countries in general
and from SMEs in particular.
The World Bank TBT survey database has been used by researchers to explore the impacts that
different types of standards have on company exports for firms based in developing countries. An
important finding is that quality standards positively correlate with average export volumes of firms
and with export diversification. Similarly, labelling requirements also seem to have positive effects.
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However, certification procedures were generally observed to have a negative relationship with
numbers of export markets and numbers of export products (Chen, Otsuki and Wilson, 2008). This
argues for a strong focus by policy makers, not on all streamlining all standards, but on those
particular categories know to impose the biggest obstacles to trade. Certification procedures, for
instance, would benefit from being the focus of negotiators attention.
4.5 Potential exposure to TBT measures amongst Asia-Pacific LDCs
As with SPS measures, because LDCs may be among the least able to cope with the requirements
imposed by other technical standards like TBTs, it is important to guage the scale of the problem and
identify likely affected sectors. This should be done prior to the design of policy responses or the
provision of capacity building and assistance measures.
Potential exposure to TBT measure varies markedly across Asia-Pacific LDCs. By bringing together
data on average sectoral ad-valorem equivalents, with export concentrations in those sectors it is
possible to broadly map potential exposure ot TBTs. However, as noted above, the effect of TBTs
varies greatly by type with some kinds of TBT generally positively correlated with developing country
exports (in contrast, SPS measures are more typically a barrier). To that extent, a more fine-grained
analysis will always be needed. However, the general patterns of exposure are revealign of areas for
further investigation to see if greater attention is needed. As in the case of SPS measures, we
estimate that the Pacific island states—Kiribati, Tuvalu, and Vanuatu—have the highest potential
exposures to TBTs measures. Again, this is a consequence of the exceptionally high concentration of
exports (over 90%) in the live animals sector, where TBTs are also employed alongside SPS
mreasures to guarantee human and animal health. We also observe, potentially significant exposure
to TBTs in the Afghan vegetables sector and in the textiles sectors for Cambodia nad Bangladesh.
Table 4.2: Asia-Pacific LDCs: Export shares by sector and potential exposure to TBT measures
Afghanistan

Live Animals
Vegetables
Fats and oils
Beverages & tobacco
Minerals
Chemicals
Plastics
Leather etc.
Wood
Paper
Textile and clothing
Footwear
Stone & glass
Pearls
Metals
Machinery
Vehicles
Optical & med. Instr.
Arms
Miscellaneous
Work of arts
Average score

AVE (%)
10.1
8.1
7.8
7.5
6.6
5.6
4.7
2.2
1.4
1.7
4.2
3.2
4.9
4.3
3.4
4.6
9.3
7.5
0.5
4.4
2.6

Bangladesh

Bhutan

Cambodia

East Timor

Kiribati

Lao PDR

Myanmar

Nepal

Solomon Islands

Tuvalu

Vanuatu

Share Score Share Score Share

Score

Share Score Share Score

Share

Score

Share Score Share Score Share Score Share Score Share

Score

Share

Score

0.4 3.9 2.1 21.1 0.0
47.8 387.6 0.6 5.2 0.3
0.0 0.1 0.0 0.3 N/A
0.2 1.3 0.6 4.5 1.5
10.9 71.7 0.5 3.3 2.2
0.4 2.2 0.2 1.2 14.7
0.2 1.2 0.3 1.4 3.1
3.8 8.4 1.6 3.5 0.2
0.1 0.1 0.0 0.0 1.8
0.1 0.1 0.0 0.1 0.0
21.9 91.9 90.0 378.2 0.1
0.0 0.2 2.3 7.4 0.0
0.0 0.1 0.2 1.2 1.2
1.7 7.3 0.0 0.1 0.0
7.3 25.0 0.4 1.2 74.0
3.0 13.6 0.3 1.5 0.7
0.6 5.5 0.3 2.9 0.1
0.3 2.2 0.2 1.2 0.1
0.0 0.0 0.0 0.0 0.0
0.0 0.2 0.2 0.9 0.0
1.2 3.1 0.0 0.0 0.0

0.1
2.0
N/A
11.4
14.3
82.0
14.4
0.5
2.5
0.0
0.5
0.1
6.0
0.0
251.6
3.2
0.9
0.9
0.0
0.1
0.0

0.1 1.3 0.0 0.0
6.1 49.1 1.9 15.8
0.2 1.2 0.0 0.3
1.2 9.2 0.0 0.1
0.8 5.5 96.7 638.0
0.1 0.6 0.0 0.1
2.6 12.1 0.0 0.2
0.3 0.7 0.0 0.0
1.5 2.1 0.0 0.0
0.1 0.2 0.0 0.0
69.2 290.5 0.0 0.0
9.7 31.2 0.0 0.0
0.0 0.0 0.0 0.0
0.1 0.3 0.0 0.0
0.8 2.6 0.3 0.9
2.1 9.9 0.6 2.6
4.2 38.6 0.2 2.2
0.5 3.9 0.1 0.5
0.0 0.0 0.0 0.0
0.4 1.8 0.1 0.3
0.0 0.0 0.0 0.0

96.0
0.6
0.2
0.2
0.0
0.0
0.1
0.0
N/A
0.0
0.0
0.0
0.0
N/A
0.2
0.5
2.0
0.0
0.0
0.0
0.0

969.9
4.7
1.4
1.2
0.1
0.2
0.6
0.0
N/A
0.0
0.2
0.0
0.0
N/A
0.6
2.5
19.0
0.1
0.0
0.0
0.0

0.0 0.2 3.6 36.0 0.3 2.8 5.8
6.4 51.8 10.5 85.1 11.3 91.7 0.2
0.0 0.0 0.0 0.1 0.3 2.1 5.5
1.6 11.8 0.7 5.3 11.5 86.0 7.2
29.5 195.0 42.1 278.2 1.0 6.3 0.1
2.6 14.5 0.1 0.6 5.9 33.0 0.0
3.0 14.3 1.9 9.0 7.1 33.3 0.0
0.2 0.3 0.1 0.1 2.7 5.9 0.0
25.9 36.2 15.4 21.6 0.5 0.8 67.8
0.1 0.2 0.0 0.0 1.3 2.2 0.0
7.3 30.8 10.9 45.7 35.1 147.5 0.0
0.6 1.9 1.2 3.9 4.7 15.0 0.0
0.0 0.1 0.1 0.3 0.5 2.5 0.0
2.1 9.0 11.4 48.9 1.1 4.8 13.0
19.1 64.8 1.0 3.5 13.1 44.7 0.1
1.0 4.4 0.4 2.1 1.2 5.6 0.1
0.4 4.2 0.0 0.3 0.2 2.1 0.0
0.1 0.6 0.4 3.1 0.4 3.2 0.0
N/A N/A 0.0 0.0 0.0 0.0 N/A
0.1 0.6 0.1 0.3 0.8 3.4 0.1
0.0 0.0 0.0 0.0 1.1 2.7 0.0

956.8
0.0
N/A
0.4
0.6
0.0
1.9
N/A
0.1
0.0
1.8
0.0
0.0
N/A
3.6
10.0
2.4
0.2
N/A
2.8
0.1

91.7
2.5
0.7
2.4
0.0
0.1
0.0
0.2
0.5
0.0
0.0
0.0
0.0
0.0
0.2
0.2
1.2
0.0
N/A
0.1
0.0

926.6
20.1
5.5
17.9
0.0
0.8
0.0
0.4
0.7
0.0
0.2
0.0
0.0
0.1
0.8
0.8
11.5
0.0
N/A
0.6
0.1

29.8

20.7

19.5

21.9

31.5

52.7

22.0

25.9

23.6

58.2
1.8
42.8
54.2
0.6
0.0
0.0
0.0
94.9
0.0
0.0
0.0
0.0
55.7
0.3
0.7
0.3
0.2
N/A
0.5
0.1
15.5

94.7
0.0
N/A
0.0
0.1
0.0
0.4
N/A
0.1
0.0
0.4
0.0
0.0
N/A
1.0
2.2
0.3
0.0
N/A
0.6
0.0

57.7

49.3

Source: ESCAP calculations based on AVE estimates in Cadot and Gourdon, 2015, and export data from WITS.
Note: Red indicates high overall potential to exposure to TBT measures as calculated by multiplying the share of exports
from a particular sector with the TBT AVE for that sector.
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Chapter 5: Rationalizing Non-tariff Measures: Progress in the Asia-Pacific
The previous chapters have highlighted the rising prevalence of NTMs in both developed and
developing country markets, which poses additional requirements on exporters seeking market
access. The composition of NTMs is also evolving with TBT and SPS measures emerging as the most
important categories of NTM, in contrast to a previous era in which quantitative restrictions played a
larger role. While frequently introduced in pursuit of legitimate public policy objectives, NTMs often
have trade-restrictive impacts, these can arise as much from how they are applied as from the
content of the measures.
Streamlining or reducing NTMs is sometimes seen by governments as a ‘concession’ to trading
partners—analogous to a tariff reduction. While there are some similarities in the sense that NTMs
can also restrict market access, the political economy of NTM reform can be quite different from
tariff reform. By requiring expensive adaptions of production processes and costly demonstrations
of compliance, NTMs may well push up the prices of products. However, if higher prices can be
pushed onto downstream buyers then the importers and exporters themselves may not have strong
incentives to push for reform (Cadot and others, 2015). Indeed, exporters may actually benefit from
the higher prices in the ‘protected’ market. Nevertheless, these higher prices can still be of
detriment to the country’s overall competitiveness as buyers face higher input costs, not to mention
losses to consumers. This suggests that NTM reform should be conceived as part of a broader
agenda of pro-competitive development strategies, not as a concession to trading partners.
In that context, this chapter examines how NTMs can be better streamlined so that undesirable
impacts on trade are reduced. Efforts to improve the situation are required at the national, regional
and global levels but primary responsibility for driving NTM reform will remain at the national level.
Where possible, particular attention is given to the experiences of developing countries and SouthSouth perspectives on reform.
5.1 National-level regulatory streamlining
Non-tariff measures which unduly hinder imports harm the economies which maintain them,
particularly in a world of global value chains where exporting prowess depends on easy access to
inputs. Countries should therefore look to simplify and streamline the NTMs they maintain as well as
working with partners to gain better access to export markets. Because NTMs can serve wider public
purposes beyond economic efficiency, NTMs strategies based purely on eliminating or reducing the
number of NTMs would not be judicious. Instead, initiation of a national NTM review process is
important.
This process may involve, in the short run, a period of “cleaning up” existing regulations in order to
tackle the backlog of excessive overregulation and regulations introduced without sufficient regard
for their impacts on trade. Transparency is an important component of this process. Quick
identification of the most harmful NTMs can be done as they are often known about within relevant
ministries and have often been previously reported by the private sector. Round-table discussions
involving relevant line ministries and private sector agents can help compile registries of NTMs
requiring urgent attention for review.
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In the longer-run, a continuous process of regulatory streamlining (of existing measures) and
established processes for regulatory review of newly proposed measures needs to be established.
Because modern societies require a growing number of product standards and regulations in order
to respond to rising societal demands for health, safety and environmental protections, demands for
regulation are only likely to rise in many jurisdictions. Therefore having good processes in which
wide arrays of stakeholders are consulted early in the process of formulating regulations is
important. Regulatory development should be: transparent; in line with international obligations;
and should give trading partners adequate time to comment on proposed regulations before they go
into effect.
An NTM review is an information-intensive process that “should question the rational for
government intervention, its objective and efficiency” (World Bank, 2013). The process should not
aim uniquely at reducing trade costs, but also consider broad social goals (i.e. preservation of public
goods). In particular, reviews should determine whether trade regulations are fulfilling their stated
objectives while minimizing costs and restrictions on trade. For instance, are proposed or existing
regulations responding to market failures characterized by information asymmetry or externalities
and where are failures precisely located? The review should provide an analysis of the costs and
benefits of the regulations which can then be used to inform decision makers as to whether a
regulation should be maintained, changed, or withdrawn.
If market failures are clearly identified and decisions are taken to proceed with or maintain
regulations then systems should be aligned with best practice in the area, such as OECD principles of
efficient regulation (see box 5.1). Relatedly, World Bank guidance on NTM streamlining
methodologies has proposed three pillars to any successful regulatory reform effort: dialogue,
analysis, and broad participation (World Bank, 2013). They recommend instituting the following
structure which can be adapted according to country need:
•
•

•

A body dedicated to public-private dialogue (for example, an NTM committee) serving as an
entry point for the private sector to flag problems and contribute to the solution.
A technical team dedicated to carrying out substantial analysis (for example, a permanent
secretariat for the NTM committee) with analytical capabilities akin to those of a
productivity or competition commission, to lead the dialogue into policy action.
Outside expertise and collaboration by drawing into the review process line ministries
involved in the issuance and enforcement of NTMs to ensure broad participation and
ownership.

Box 5.1: Principles of “Efficient regulation”
These principles constitute a long-term goal for any regulatory body, whether trade-relevant or not,
and regulatory impact assessment plays a central role. Substantial benefits can be expected from
their application. Whether NTMs or business regulations are concerned, the principles that should
guide regulatory practice are largely the same. As defined by OECD, these principles can be
summarized in nine key components:
1. Transparency and openness. All stakeholders should have unrestricted access to relevant
information on regulations and procedures and be consulted on their design. Bureaucratic discretion
on the ground should be limited by clear rules.
2. Non-discrimination. Similar products and services from all countries should be given equal
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competitive opportunities, in conformity with the WTO principles of national treatment and most
favoured nation clause. For instance, technical regulations should not be designed to be costlier for
some producers than for others.
3. Avoiding unnecessary trade restrictiveness. Governments should avoid the use of instruments
which restrict trade and investment more than is needed to fulfil legitimate non-trade objectives,
either by design or in their implementation.
4. Use of performance-based regulation instead of regulations based on design or descriptive
characteristics, so as to preserve producers’ technical flexibility in meeting requirements. This is
important to encourage innovation in response to regulation. More broadly, regulatory instruments
should be market-based.
5. Systematic use of regulatory impact assessments to evaluate, ex ante, the likely impact of new
regulations.
6. Simplification to minimize compliance costs, through one-stop shops, computerization and
extensive use of IT, simplification of licensing and permit procedures and time limits for
administrative decisions.
7. Use of international standards for technical regulations.
8. Ensuring the quality of conformity assessment procedures, so as to make them trade facilitators
(by raising consumer confidence) as opposed to bureaucratic harassment. Options include mutual
recognition agreements, recognition of supplier’s declaration of conformity, unilateral recognition of
conformity assessment results from other countries and voluntary agreements between conformity
assessment bodies in different countries.
9. Incorporation of competition-policy principles into regulatory design. Creating or enhancing
competition should be a regulatory objective on a par with other objectives.
Source: UNCTAD, 2012.

Once established, review processes generally work best if led by a body independent from the
agencies that are responsible for issuing the regulations. Strong political support for the mission of
the body is essential as is granting the body a clear mandate to work with relevant ministries.
Consultations between the lead review body and all the relevant stakeholders, including other
regulatory agencies, businesses, and civil society representatives. Once the information has been
gathered, the reviewing agency should provide both a technical assessment of the NTMs impacts
(based on regulatory impact assessment methodologies – see World Bank 2013 for details) and a
recommendation as to whether the NTM should be kept, abolished or reformed. The final decision
on the future of the NTM is however political and will reside with relevant ministers or possibly with
the head of government.
Box 5.2: Making information available to exporters: Trade Portal of the Lao People’s Democratic
Republic
Where exporters or importers are not aware of the relevant NTMs or border procedures that pertain
to their products, this can impede trade and lead to higher costs and delays. Making all relevant
information available via a single online portal can boost transparency and reduce uncertainties for
businesses.
One notable initiative in this regards is the Trade Portal of the Lao People’s Democratic Republic, a
single access point for all information relating to import and export into and from the country.
Launched in June 2012, the Portal offers—via a dedicated website—legal information related to
trade, especially import-export and transit procedures in the Lao People’s Democratic Republic, as

52

well as a database of NTMs. Most documents are available in both English and Lao and subscribers
can be notified automatically by email when updates are made to rules or regulations on products of
interest.
The Trade Portal is hosted by the Department of Import and Export of the Ministry of Industry and
Commerce on behalf of all Lao People’s Democratic Republic government agencies involved in the
import/export and transit of goods. A trade facilitation team at the Department of Import and
Export maintains the website, in coordinating with the relevant line ministries in the Lao People’s
Democratic Republic in order to obtain new information on regulations, notifications, and laws that
can be uploaded to the website.
The Trade Portal was established under aid from the Trade Facilitation Development project (TDF),
supported by several donors. At present, there are 1037 subscribers, and around 200 users of the
website every day. As the Trade Portal has developed to become the single access point for
information related to trade with the Lao People’s Democratic Republic, it is planned that the portal
will be developed to become the National Trade Repository which can then be linked with the
databases of other ASEAN countries in order to form the ASEAN Trade Repository (ATR)—proposed
as part of the development of the ASEAN Economic Community. The Lao People’s Democratic
Republic is already sharing its experiences with the trade portal and has received requests for
background and technical information from Lesotho and Myanmar as they are interested in
developing their own trade portals.
Source: Ministry of Industry and Commerce, Lao People’s Democratic Republic.

5.2 Streamlining NTMs in regional and bilateral trade agreements
As regional and bilateral preferential trade agreements (PTAs) have proliferated in the Asia-Pacific,
the issue of streamlining NTMs between parties to the agreements has become an important
element of many trade deals. Most PTAs now contain commitments to support integration not only
through tariff reductions but also by addressing NTMs, especially SPS and TBT. Such measures are
consistent with WTO guidelines as long as they are not discriminatory and that any regulations or
standards do not serve as means of disguised protectionism. Some agreements in fact go beyond the
rules-based approach of the WTO and attempt to reduce differences between national approaches
to regulation that may be hampering trade. If effectively pursued, PTAs can thus be useful vehicles
for countries to simplify standards and procedures, as well as streamlining border controls.
However, streamlining NTMs can be a long and complex process and the record of preferential trade
agreements in supporting NTM streamlining in the Asia-Pacific region is mixed.
Box 5.3: Non-tariff measures hold back regional integration in South Asia
South Asia is projected to be the second fastest growing region in the world by 2016, but trade
within the region remains remarkably limited. Intra-regional trade accounts for only 4% of the
region’s total trade (World Bank, 2014). This lack of regional trade integration persists despite the
tariff reductions negotiated under the Agreement on South Asian Free Trade Area (SAFTA) formed
in 2004 by India, Pakistan, Sri Lanka, Nepal, Bhutan, Afghanistan, Bangladesh and Maldives. The
largest regional economy, India, imports less than 1% of its total merchandise from SAFTA partners.
Non-tariff measures have been identified a major impediment to further intra-regional trade. A
study of India and Pakistan’s trade potential suggested that major barriers remain in the form of
quantitative restrictions, regulatory duties, and other para-tariffs (De and others, 2013).
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The SAFTA Agreement has not adequately addressed the issue of NTMs. The Agreement merely
stipulated that member countries would ‘inform’ the SAARC Secretariat of all ‘non-tariff and paratariff measures’ which would be reviewed by the SAARC Committee of Experts, and
recommendations made to reduce such trade restrictions would be taken into consideration. There
was no binding commitment for countries within the terms of SAFTA to eliminate NTBs.
Progress has thus been slow. Problems include the lack of adequate legal disciplines to streamline
NTMs, dispute settlement mechanisms, and funds to build trade-related infrastructures. Further, the
current approaches adopted by SAFTA suffer from other issues including lack of clarity in definitions,
uncoordinated policy responses, and lack of data for cost-benefit analyses. Thus, the formal
notification system in the region remains particularly weak and unreliable.
Recognizing the need to address these barriers, NTMs have become a major priority for the SAFTA
Committee of Experts and member states. Further progress is needed in (i) standards recognition, (ii)
customs cooperation, (iii) automation of customs data, and (iv) cooperation on transit and intraregional connectivity. Greater participation of the private sector in then NTM-related policymaking
process is also necessary. Private businesses can help policymakers identify the most problematic
NTMs and can share their quantitative and qualitative data on the trade costs they experience,
helping explore more cost-effective options
Sources: SAARC (2014) NTMs in South Asia: Assessment and Analysis; Trade Buzz (2014), Promotion of IntraRegional Trade Potentials in the SAARC-Region, E-Newsletter September-November 2014.

There are several ways in which PTAs can address issues related to NTMs:





The creation of supranational institutions or processes to eliminate or reduce discriminatory
NTMs and assist with the harmonizing of regulations affecting trade.
Trade agreements can be used by domestic reformers as a way of channelling external
pressure to overcome domestic opposition to reform of trade restrictions. This may be
easier in the case of tariffs than with NTMs as the relative complexity and opacity of NTMs
makes it harder for agreement partners to hold each other to their commitments.
The creation of ‘living’ institutions such as regularly meeting committees or forums can
provide a useful forum for resolving problems as well as exchanging information about
NTMs in order to increase transparency as well as providing assistance and best practice
guidance to countries pursuing reforms (World Bank, 2013)

PTAs seeking to deepen integration can be broadly either (i) ‘WTO-plus’, that is, parties undertake
deeper commitments than specified in the relevant WTO agreements but on areas already covered
by multilateral disciplines i.e. SPS and TBT or (ii) ‘WTO-beyond’, that is, in new areas in which there
are no present multilateral accords, for example labour or environmental standards. Typical areas of
either agreement type might include:


Standards harmonization: Countries may agree to use trade agreements to agree common
standards, or where available, agree to use international standards. This lowers the costs for
businesses from having to produce products that comply with two or more different
standards.
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Mutual recognition: Compliance with standards in one country is deemed sufficient to meet
standards in the second country, even though the standards themselves may retain
differences. It is often easier to adopt mutual recognition rather than proceed with
harmonisation, especially in the absence of agreed international standards.
Mutual recognition of conformity assessments: Conformity assessments are the ways in
which compliance with regulations is demonstrated. They can include procedures for
sampling, testing, and inspection; evaluation, verification and assurance of conformity;
registration, accreditation and approval. By providing mutual recognition of conformity
assessments, countries can reduce the burdens on businesses of having to undertake
multiple or different assessments on both sides of the border.
Transparency requirements: Parties are asked to notify each other about the introduction of
new measures or the modification of existing ones. In some cases, such as ASEAN, moves to
establish a common repository of measures may be taken.
Dispute settlement mechanisms: These provide rules and procedures for resolving disputes
where one party believes that commitments on NTMs are not being followed. In most PTAs
that include dispute settlement mechanisms with regard to SPS or TBT provisions, parties
usually have choice of bringing a dispute to either the WTO’s dispute settlement machinery
or using the PTA-specific mechanism.
Capacity-building and technical assistance: Where agreements are between developed and
developing countries, PTAS may specify areas where assistance will be provided.

Box 5.4: Does Standards Harmonization hurt South-South Trade?
As NTMs are frequently identified as a barrier to exports from developing countries to developed
economies, considerable attention—for instance through Aid for Trade funded technical assistance
projects—has gone to supporting capacity building so that exporters can better meet standards set
elsewhere, often international standards. Harmonization of developing country standards with
international practice can take place unilaterally when developing countries choose to upgrade, for
example, product standards so that their manufacturers can better compete in developed country
markets. It can also occur through harmonization clauses in regional trade agreements between
developing and developed countries.
While the adoption of more rigorous standards can be an important part in the upgrading of
production processes and expand market access in developed economies, it is not without its costs.
More demanding technical standards can push up overall production costs by mandating more
expensive inputs or requiring additional testing or certification. These higher production costs may
lead to reduced export potential to low-income markets in which buyers are particularly price
sensitive and where the externalities addressed by these kinds of regulations are less of a priority.
Indeed, some empirical estimates are that the harmonization of developing countries’ standards
with developed countries through RTAs can have a substantial negative impact on South-South
trade. One finding was that the inhibiting effect on bilateral trade with Southern partners of a signed
RTA with a Northern partner covering harmonization of technical regulations was equivalent to a
35% tariff (Disdier and others, 2012).
As South-South trade is growing faster than North-South trade, developing countries should thus be
cautious about any approach to harmonization, especially through North-South FTAs, which ‘locks
them out’ of markets with substantial growth potential, and locks them into a hub and spoke
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relationship with developed economies. Careful consideration on a sectoral or product basis is thus
required to distinguish between (i) areas with potential for major exports to developed economy
markets in which harmonization may be critical for market access and (ii) sectors where growth
potential is mainly in developing markets and where a more gradual approach to harmonization
might be better. The situation is naturally complicated by the trend, detailed in earlier chapters of
this paper, for large developing countries, for instance China, to themselves be in the process of
introducing and upgrading standards. In the light of this, a careful analysis of export potential in all
key markets and granular identification of relevant NTMs is more important.
Source: Disdier and others, 2012; UNCTAD, 2012.

The strength of the agreement in eliminating or harmonizing NTMs will vary by agreement but
generally depends on a number of factors. First is the level of development of the parties. The closer
the level of development between the parties the easier will be standards harmonization and mutual
recognition of conformity assessment results. The second factor is the overall depth of the
agreement. Customs unions and common markets, which entail deeper integration, will more often
go beyond WTO commitments. Thirdly, European Union or United States participation in the
agreement is often associated with higher levels of commitments. Agreements involving the
European Union often rely on alignment with European Union regulations, standards and conformity
assessment procedures (UNCTAD, 2012). In contrast, the United States has generally chosen to
address problems arising from different national standards and conformity assessments by pushing
partners to make alignments with international standards, or through the use of mutual recognition
schemes. Agreements among Asia-Pacific countries generally also follow this approach. Some of the
most ambitious programmes can be South-South agreements such as the ASEAN Trade in Goods
Agreement (ATIGA). One unique features of ATIGA is that it establishes a post-market surveillance
system, supported by alert systems designed to ensure continuing compliance by producers (Stoler,
2011). The effectiveness of the ATIGA in reducing the burden of NTMs is, however, debatable (see
box 5.5). Table 5.1 summarizes some key aspects of selected trade agreements featuring Asia-Pacific
economies.
Table 5.1: Comparison of features across selected PTAs involving Asia-Pacific Economies
Preferential trade
agreement
ASEAN Trade in Goods
Agreement (ATIGA)
Australia-United States
FTA (AUSFTA)
Chile-China
China-New Zealand
Singapore-Australia FTA
(SAFTA)
Thailand-Australia FTA
(TAFTA)

Use of
international
standards

"Living agreement" Provisions on TBT Provisions on
WTO+
institutions
issues
SPS issues
Transparency

Technical
assistance
provisions

Binding with
dispute
settlement

Yes

Yes

Yes

Yes

Yes

Unclear

Yes

Yes

Yes

Yes

Yes

Yes

No

Not for SPS

Unclear

Yes

Yes

Yes

Unclear

No

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

No

Yes

Not for SPS

Source: Stoler (2011).

Box 5.5: Regional approaches to streamlining NTBs: the case of ASEAN
Recognizing that the removal of trade-restrictive NTMs is a precondition of effective regional
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integration, ASEAN members have committed, most recently in the ASEAN Trade in Goods
Agreement (ATIGA) in 2009, to the elimination of non-WTO compliant non-tariff barriers. This is to
be accomplished in three tranches between 2008 and 2018. Brunei Darussalam, Indonesia, Malaysia,
Singapore, and Thailand would lead the way, followed by the Philippines, Cambodia, the Lao
People’s Democratic Republic, Myanmar and Viet Nam. The process is supposed to follow three
steps: (i) eliminate NTMs that are potentially non-transparent and discriminatory; (ii) eliminate
NTMs that are transparent but discriminatory; (iii) tariffication of NTMs whose objective is
protection, with rates gradually to be reduced.
According to the ASEAN Secretariat the biggest positive impact on trade will be from removing the
following NTMS: administrative pricing, non-automatic licensing, quotas, enterprise-specific
restrictions, and pre-shipment inspection. Priority has been given to removing NTMs in nine priority
sectors, including electrical equipment, organic chemicals, motor vehicles, pharmaceuticals,
cosmetics, beverages, edible fruit and nuts, cocoa, and dairy products.
Although tariff barriers in ASEAN have fallen, little progress has been made with respect to
addressing NTBs. Indeed the ATIGA pledge reiterated an earlier commitment to eliminate NTBs by
2005. At that time commitments were also made to: create an ASEAN database of NTMs; establish
clear criteria for classifying measures as trade barriers; developing a roadmap for their removal; and
adopting WTO agreements on SPS, TBT and import licensing.
The ASEAN database of NTMs was launched in June 2004 and consists of a compilation of
notifications submitted by member countries. Despite efforts to date, the database contains
inconsistencies and needs further work. For example, the degree of detail in the notification varies
significantly among the member countries. In many cases, information on the purpose of the NTM, a
crucial detail to establish whether or not an NTM is justifiable and necessary, is not provided.
Further, the database is not up-to-date. In 2005, the 19th AFTA council also agreed on a ‘traffic light’
system of classification for NTMs (red, amber and green) in order to help identify those most in need
of removal.
Despite these important initiatives and efforts, the progress on NTM identification and elimination
remains slow to date. During a meeting in 2012, the AFTA Council pointed out that the number and
scope of NTBs has actually increased and that nearly half of all product lines in ASEAN are subject to
NTMs. Among all sectors, agriculture is the affected by NTMs.
More noteworthy progress been made in aligning ASEAN standards and regulations with
international standards. To date, standard harmonization has been achieved for the 20 priority
products (identified in 1997), electrical safety (71 standards), and electromagnetic compatibility (10
standards). The ASEAN Consultative Committee on Standards and Quality has harmonized standards
for traditional medicine and health supplement products and has developed ASEAN Common Food
Control Requirements. Harmonization in agriculture is however occurring at a very slow pace.
According to a report issued in 2012 by food and beverage association Food Industry Asia, standards
and certifications remain “the most significant obstacles to expanding intra-ASEAN trade.”
Source: ASEAN Trade in Goods Agreement, 2007; Cadot and others, 2013.

Another crucial factor which influences the depth of NTM commitments in PTAs is the degree of
prior similarities in regulatory approaches between the parties to the PTA. In other words, where
countries already apply similar types of regulation to similar products, harmonization or mutual
recognition is likely to be simpler than when the same products are regulated by different types of
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NTM. The level of “regulatory distance” between regimes can be estimated by considering the
extent to which products (at the six digit HS code level) are subject to the same types of NTMs
(chosen from among the 122 categories given under the UNCTAD-MAST nomenclature). One study
found that PTAs did reduce the “regulatory distance” between regimes, suggesting that they do
prompt some convergence (Cadot and others, 2015). However, interestingly this was not the case
for SAFTA, confirming the impression that it has been generally ineffective in prompting revisions to
NTMs (see box 5.3). In addition to regulatory distance, countries may also vary in the stringency of
their NTMs, that is, even if both countries apply the same type of SPS measure—for instance,
maximum residue levels—to the same products, one country may have tougher standards. This is
harder to measure across countries, particularly for non-quantitative NTMs, and is likely to be of
most benefit in detailed case-study type analyses across a small number of products and countries.
One review of preferential trade agreements showed that most of the studied agreements are based
on transparency requirements and mutual recognition of conformity assessment results, an
approach considered less costly than harmonization. A majority also call for the establishment of
joint bodies to monitor the implementation of TBT provisions and facilitate cooperation and include
some dispute settlement mechanisms for disputes related to TBTs (Lesser, 2007). Another study
found that harmonization is more frequent than mutual recognition for technical regulations but
mutual recognition of conformity assessment is the most frequent approach followed by
harmonization of conformity assessment procedures (Piermartini and Budetta, 2011).
To what extent do trade agreements succeed in reducing the trade-impacts of NTMs? One study
which calculated the ad-valorem equivalent costs of NTMs across different sectors (for those
countries for which accurate NTM data is available) found that the presence of a trade agreement
did make a substantial reduction in costs. For instance AVEs between countries with agreements
were found to be around 25% lower (Cadot and others, 2014). In general, percentage reductions in
the AVE of TBT measures were slightly higher than for SPS measures. Overall some of the largest
gains were in footwear, leather and chemicals (table 5.2).
Table 5.2: Reductions in Ad Valorem Equivalents (AVE) of NTMs resulting from participation in
trade agreements, results by industry
AVE without PTA

AVE with PTA

Cut in AVE (%)

SPS (A)

TBT (B)

Total

SPS (A)

TBT (B)

Total

SPS (A)

TBT (B)

Total

Animals

11.6

9.2

20.8

8.5

7.8

16.4

-26.7

-14.5

-21.3

Vegetables

9.9

10.3

20.3

9.3

6.6

15.8

-6.7

-36.4

-21.9

Fats and Oils

8.9

8.4

17.3

4.9

7.8

12.6

-45.4

-7.6

-27.0

Beverages and tobacco

8.1

8.4

16.5

6.6

5.3

11.9

-18.4

-37.3

-28.1

Minerals

1.6

7.8

9.4

1.6

5.2

6.8

0.2

-33.4

-27.6

Chemicals

1.0

7.0

7.9

0.8

4.6

5.4

-13.6

-34.2

-31.7

Plastics

1.2

5.8

7.0

1.1

3.9

5.0

-9.1

-33.1

-29.0

Leather

2.7

3.7

6.5

1.6

2.5

4.2

-40.7

-31.9

-35.7

Wood products

4.5

2.1

6.5

4.1

1.5

5.7

-8.0

-24.7

-13.3

Paper

0.7

2.5

3.3

0.5

1.6

2.1

-24.3

-37.3

-34.5

Textile and clothing

0.9

4.8

5.6

0.7

3.6

4.3

-18.0

-24.5

-23.5

Footwear

0.7

4.3

5.0

0.6

2.6

3.2

-6.7

-40.4

-35.9
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AVE without PTA

AVE with PTA

Cut in AVE (%)

Stone and glass

1.5

4.9

6.4

1.4

3.7

5.1

-8.2

-23.9

-20.2

Pearls

1.0

4.3

5.3

0.8

4.2

5.0

-21.3

-2.1

-5.6

Metals

1.2

4.6

5.8

1.0

2.9

3.9

-18.5

-35.8

-32.2

Machinery

1.5

5.2

6.7

1.2

3.6

4.8

-19.2

-30.6

-28.0

Vehicles

0.4

8.9

9.3

0.4

7.5

7.9

-15.5

-15.4

-15.4

Optical and med. Instr.

0.8

7.5

8.3

0.7

6.0

6.6

-10.6

-20.8

-19.9

Arms

0.0

0.5

0.6

0.0

0.5

0.6

0.0

0.0

0.0

Miscellaneous

0.6

4.9

5.5

0.5

3.4

3.9

-17.7

-30.6

-29.2

Work of arts

0.0

2.7

2.7

0.0

1.7

1.7

0.0

-37.8

-37.8

2.8

5.6

8.4

2.2

4.1

6.3

-21.2

-26.5

-24.8

Average

Source: Cadot and Gourdon (2015).

Successful NTM streamlining through PTAs requires a strong domestic political commitment to NTM
reform and to boosting regional integration with neighbouring countries. Where political tensions,
such as in South Asia, have hampered commitments to meaningful regional integration, “regional
trade bodies which may have the mandate for a regional reform agenda but end up with little means
and power to effectively lead the process” (World Bank, 2013). Particularly in North-South trade
agreements, gaps in national capacity—in terms of human capital, equipment including IT, and
resources—particularly in regulatory institutions, border and customs management, and in
standards authorities can “limit the potential for adopting mutual recognition of norms and
standards or conformity assessments that would reduce the procedural burden among trading
partners” (UNCTAD, 2012). Technical assistance and capacity-building, including through initiatives
like Aid for Trade, should be provided as early as possible for less developed partners (see next
section).
The present agenda of trade policy makers in the Asia-Pacific is dominated by the two twin ‘megaregional’ negotiations: the Trans-Pacific Partnership (TPP) and the Regional Comprehensive
Economic Partnership (RCEP). The TPP and RCEP initiatives both involve a large number of
economies that collectively account for a sizeable share of world GDP and trade. Both TPP and RCEP
involve several Asia-Pacific economies, and several economies participate in both the TPP and RCEP
negotiations. While the NTM-related proposals are not yet know in detail, it is likely that the TPP
deal will be considerably more ambitious and substantial in terms of both trade liberalization and
rule-making. Both RCEP and TPP will contain provisions on NTMs. However, there is often a gap
between commitments and implementation in NTM reduction. To the extent that the RCEP model
replicates the underperformance of ASEAN in effectively reducing NTMs it is unlikely to deliver very
substantial gains. The TPP may deliver more meaningful commitments but the wide variations in
overall development between members (for instance between Viet Nam and the United States) will
make agreement difficult, for instance on standards harmonization. Both deals have the potential to
deliver substantial benefits, not least from reducing the overlapping Rules of Origin in existing
arrangements amongst members.
For regional developing economies outside these mega-regional deals, there is a risk of being further
isolated from strengthening regional supply chains. For these economies further progress at the
multilateral level may be preferable, and this is the focus of the next section.
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5.3 Global efforts to reduce the burdens of NTMs
Initiatives on transparency and data collection
Recognizing the partial and unsatisfactory nature of current statistics on NTMs, a number of
initiatives are being undertaken to provide more comprehensive data on NTMs. An added sense of
urgency has been provided by the need to monitor a feared resurgence of protectionism following
the global financial crisis. Given that NTMs, rather than tariff rises, are now often the preferred
avenue for policies pursued with protectionist intent, accurate monitoring of new measures has
become a political priority. In particular, the pledge by G20 leaders to refrain from protectionist
activity, given in 2009, has generated a need for more monitoring.
Thus, the WTO has been producing biannual reports since the outbreak of the crisis which monitor
the use of trade-restrictive measures, including NTMs, implemented by G20 countries. Another
initiative, the Global Trade Alert (GTA), which is a network of think tanks coordinated by the Centre
for Economic Policy Research, is also attempting to follow new trade-distorting measures introduced
by both G20 and non-G20 countries since late 2008. The GTA relies on a network of researchers to
monitor new potentially trade-restrictive measures. Both the GTA and the WTO monitoring efforts
show that G20 countries have continued to introduce new trade distorting measures thereby adding
to the stock of measures put in place since the outbreak of the financial crisis (GTA, 2014; WTO,
2014b).
The GTA efforts while extremely useful, do not systematically categorize NTMs using the newer
UNCTAD terminology thereby making their comparison with other data being collected more
difficult. More significantly GTA does not systematically collect data on SPS and TBT measures as the
protectionist intent of these is hard to gauge. Instead, they focus on other NTMs or measures like
local content requirements which introduce discrimination against foreign producers more clearly.
Further, as the initiative only captures new measures, it cannot provide a systematic portrait of the
incidence of existing NTMs across countries, sectors and products.
Related to the MAST programme to improve the collection of NTM data which led to the new
classification system (see chapter 2), UNCTAD in collaboration with other agencies has also been
pursuing the Transparency in Trade initiative to improve the collection, uniformity, and availability of
NTM data. However, it is to be hoped that this effort, while already representing a significant
achievement, will continue to expand country coverage to get near-universal data as far as possible.
Further, work will be needed to continually update and review the data to ensure it is kept relevant
and up-to-date.
Technical assistance with meeting standards
Developing countries typically lack the capacity to implement adequate and effective SPS systems to
ensure health protection and comply with international standards. This is one of the major barriers
preventing such countries from accessing international markets and reaping the benefits of
international trade. Indeed, implementing the SPS and TBT provisions of PTAs can be expensive for
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exporters. When firms are required to adjust their production processes or facilities in order to
comply with standards in export markets this can drive up production costs, especially if standards
vary across markets. Further, the costs of demonstrating compliance can be also significant as they
involve testing, certification, and inspection by laboratories or certification bodies. Information costs
in terms of discovering and keeping up with relevant regulations, as well as understanding their
impact, can also impose burdens.
In 2002 five international organizations – the WTO, FAO, World Bank, WHO, and OIE – jointly formed
the Standards and Trade Development Facility (STDF). The STDF also includes experts from selected
developing countries, donors, and observers. The STDF is a global partnership in SPS technical
cooperation. Its mandate is to help developing countries implement international food safety,
animal and plant health standards, guidelines and recommendations to help gain and maintain
market access. The STDF assists developing countries by providing:
(i)
(ii)
(iii)

a coordination mechanism among providers of SPS technical cooperation;
a knowledge platform for sharing experiences, identification and dissemination of good
practices, and discussion of cross-cutting issues
funding for the development and implementation of projects supporting compliance with
international SPS standards

Since 2004, the STDF has funded 70 projects in the area of SPS and SPS-related market access
enhancement, 31 of which in LDCs. Examples of projects include promoting the export of ginger—
identified as a high-potential sector for exports and employment by the national government—in
Nepal through training on relevant SPS measures.
Similarly, Bangladesh is one of world’s leading producers of various types of shrimps. Europe,
especially Germany, Belgium, and the UK, is a major market for Bangladesh’s shrimp but Bangladeshi
shrimp exporters face a hard time complying with the EU’s stringent high-end buyer requirements.
These requirements concern certification, traceability, and product quality. The fragmentation of the
supply chain, involving many small-scale farmers and intermediaries, lacking bio-security measures,
leads to the deterioration of the quality and value of shrimps, as well as poor traceability. The STDF
has therefore launched a project, currently ongoing, to improve compliance with international SPS
standards, introduce “better management practices (BMPs) in shrimp aquaculture, and establish
cluster management to accomplish responsible and sustainable farming”.
Box 5.6: Meeting standards: Vietnamese dragon fruit exporters
In 2011 US-based dragon fruit exporter Dragonberry Produce began exporting an average of eight to
ten containers per week of dragon fruit from Viet Nam to the US. At that time the company’s weekly
sales were estimated at US$75,000. However, in 2013 their containers started to get rejected at US
ports because of pesticide violations related to a fungicide called Difenoconazole. The crux of the
problem was the absence of clearly defined maximum residue levels (MRLs) for the pesticides used
in producing dragon fruit. This problem is frequently encountered by developing country exporters
of specialty fruits. MRLs are generally determined internationally by Codex, the international
standard setters, and product coverage is more extensive for developing country products. When
MRLs are not in place, exporters indeed face a hard time reaching their export markets.
When Dragonberry Produce faced this issue in 2013, it discovered the Standards and Trade
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Development Facility’s (STDF) initiative to help developing countries build capacity to meet
pesticide-related export requirements. STDF was running three regional projects aiming to address
the lack of MRLs in developing countries and eventually boost international trade. STDF in
partnership with the Foreign Agriculture Service (FAS) of the United States Department, helped
provide substantial training and assistance would be provided to expand the project to Viet Nam
guarantee the successful participation of Viet Nam in the project. Partnering up with Indonesia, Viet
Nam was able to successfully begin trials by November 2014. Viet Nam’s study team had to partner
with that of Indonesia which was already conducting trials on dragon fruit under the STDF project.
By November 2014, Viet Nam successfully completed the first set of trials necessary to establish a
Codex MRL and help ease future market access worries.
Sources: STDF (2015); Fresh Plaza (2014); Viet Nam Trade Promotion Agency (2014).

One STDF’s more innovative projects is the SPS Market Access Prioritization (MAP) tool. Given the
large number of investment needs in SPS compliance and the resource constraints that developing
countries typically face, the tool “helps decision makers prioritize SPS investments linked to market
access based on the use of multi-criteria decision analyses”. These criteria include the costs and
benefits associated with SPS capacity building depending on the product, the export markets, the
type of SPS-related problem encountered and the capacity building needed (STDF, 2012). The tool
allows investment options to then be ranked based on both qualitative and quantitative data,
documented assumptions, and the use of computer software. This can facilitate discussions between
public and private sector and helps to enhance the economic efficiency of decisions.
In addition to assistance provided through multilateral programmes. Bilateral assistance can also be
extremely valuable. If the country providing the assistance is also the potential export market then
they will be especially well placed to guide producers through the process of reaching the required
standards. China’s assistance to the Cambodian Cassava sector is a good example of this.
Cassava has become the second most important agricultural crop in terms of income, employment,
and exports for Cambodia. Yet, many Cambodian farmers struggle to make the most from this
opportunity directly because of scant technical and policy support to the sector. Cambodian cassava
farmers face a wide range of difficulties, including the lack of modern cultivation techniques, limited
investment in processing factories, a shortage of high-yielding varieties, price distortions, and low
capacity to improve production and prevent diseases and pests spreading. Together these make
ensuring quality standards for exports a huge challenge. Cambodia ships the vast majority of its
cassava (mainly unprocessed tubers) to Thailand and Viet Nam, mostly informally, where in turn the
commodity is processed and exported to China or other markets.
China is a major potential market for Cambodia’s cassava. However, Cambodian exporters find China
a very challenging market to access because of their inability to meet sanitary standards, insufficient
quality of exports, and inability to meet various market requirements. Besides phytosanitary
certificates, China requires registration of production areas and producers, surveillance of cassava
pests and pesticides, registration of cassava drying factories and storage plants, fumigation, and
testing for residues of pesticides and heavy metals, according to the business survey by ITC (ITC,
2014b). In addition, the certificates released by Cambodia’s laboratories are not accepted
internationally. As a result, exporters have to hire certifying companies from other countries. For
exports to China, all testing, inspection, and certifications have to be performed by the China
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Certification and Inspection Company. This a major burden for exporters, both financially and timewise, since they have to plan out inspectors’ visits to Cambodia for testing and inspections in
addition to paying fees. Exporters may have to wait up to one week for the visit and the inspection
may cost around $1500 for 3000 tons of cassava.
In 2011 Cambodia, China, and the United Nations Development Program (UNDP) signed a $400,000
trilateral co-operation agreement whereby China will finance and provide technical training in
cassava cultivation in Cambodia and will help Cambodian producers, processors and exporters of
cassava move up the value chain (UNDP, 2014). The project also seeks to help producers, processors,
and exporters better assess and understand Chinese market requirements for Cambodian exports
through extensive needs assessment exercises and promote direct exports to China. Guanxi, China’s
largest cassava production base, has extensive experience and skills in cassava cultivation and
processing. The project therefore also aims to transfer Chinese expertise and knowledge in the
cassava sector to Cambodian farmers. It is also predicted that the project will help Cambodia
broaden its export base. There has been a growing interest from Chinese companies to purchase
cassava directly from Cambodia. For example, a subsidiary of Chinese biofuel firm Henan Tianguan
Group and a Cambodian logistics company recently signed a multimillion dollar deal for ethanol.
Advanced Glory Logistics will supply 150,000 tons of cassava chips to China in 2015. This deal is
expected to more than double last year’s 60 000 tons of cassava exported to China (Cambodia Daily,
2015).
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Concluding Comments
Non-tariff measures present a significant and growing challenge for exporters, particularly from
developing countries. However, because regulations frequently embody social preference over nontrade and non-economic objectives such as human health and the environment, NTMs are a more
complex than tariffs and ‘reform’ of NTMs cannot be seen as equivalent to ‘elimination.’ Instead,
further efforts from national policymakers, researchers, and international institutions are required
to make progress in a number of related challenges, learning from past experience.
First, efforts to improve the collection of data on NTMs need to expand their country coverage to be
as comprehensive as possible. It will also be necessary to continue periodic collection of new data in
order to keep databases accurate and refreshed and to allow more accurate comparisons over time.
If better monitoring practices are put in place at the national, or regional, levels this would greatly
facilitate the ease of future data collection.
Second, making existing information on NTMs more readily available and usable can be very
valuable to exporters. Putting all relevant information needed for compliance on, for instance, an
online portal can be a low-cost, high-impact reform with real benefits. Several examples of good
practice, including in the Asia-Pacific region, can be readily drawn on.
Third, NTM reform needs to be led by national governments who are committed to a broader
agenda of economic restructuring and competitiveness. NTMs should not be viewed in isolation as
simply a ‘trade’ issue; the case for engagement and reform needs to highlight the broader potential
benefits to consumers and firms from regulatory streamlining. As with other regulatory reform,
strong central direction to bring together multiple line ministries and agencies is essential.
Fourth, regional trade agreement negotiators, particularly those involved in the so-called ‘mega
regionals’ like the TPP and RCEP, can draw on lessons from previous PTAs to ensure that NTMs are
effectively tackled through robust agreements that create living institutions able to tackle arising
issues and also provide sufficient technical assistance to developing country members.
Fifth, continued technical assistance and capacity building for developing country exports and
governments will continue to be a worthwhile investment with large potential returns in terms of
increasing exports into higher value-added sectors. Aid for Trade and other international funds,
should continue to prioritize these programmes.
Future economic growth in developing countries is likely to continue the process of expanding the
number of informed consumers demanding higher regulatory standards. As a consequence of this
positive trend NTMs are likely to continue to increase in number and will remain an essential part of
the trade policy landscape. The extent to which they also represent a barrier to development will,
however, depends on policymakers in both developed and developing markets seizing the
opportunities for reform and streamlining.
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Annex A: LDC NTM Exposure

Asia-Pacific LDCs: Export shares by sector and potential exposure to NTMs

Afghanistan

Bangladesh

Bhutan

Cambodia
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Myanmar
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2.5
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22.4

0.0

0.0

0.0

0.0

0.0

0.0

7.2

0.6

0.7

5.8

0.3

0.0

0.0

2.4

1.2

93.4

2516.0

0.0

0.8

N/A

2.8

3.6

96.0

4.5

0.0

N/A

Score Share Score Share Score Share Score Share Score Share Score Share Score

0.1

83.3
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5.5
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0.3

4.2
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0.3

0.0

6.4
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54.8
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0.1

2.1

0.4

Share Score Share Score Share
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26.2

AVE(%)
0.6

12.1

0.6
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Live Animals
38.2

0.0

1.9

0.7
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0.0

6.1

27.3

4.9

0.0

0.3

47.8 937.8

1.6

0.6
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0.1
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0.0
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0.0

0.2
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0.0

21.3

0.0
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19.6
0.0
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Vegetables
0.6

0.1
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0.1

0.8
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96.7 870.0
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97.7
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0.1
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2.6
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3.0
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0.8

0.7

0.0
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0.3
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0.2

0.0
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0.1

46.9

0.0

7.3
0.0

0.3
0.0

0.0

0.0

0.1

0.0

21.9 140.0 90.0 576.3

69.2 442.7

6.4

0.8

Textile and clothing

0.0

0.0

0.0

46.7

0.2

9.7

0.0

0.1

0.0

0.0

0.0

11.1

N/A

2.3

0.0

0.2

N/A

0.0

0.0

4.8

77.7

Footwear

0.0

0.0

13.0

0.0

3.7

0.1

6.7

0.4

0.5

0.0

1.1

0.1

0.4

8.9

68.3

0.0

0.1

1.2

11.4

0.0

0.1

1.7

12.6

0.1

0.0

0.2

2.1

0.0

0.0

0.2

N/A

10.2

0.0

0.0

N/A

1.7

0.0

7.3

0.0

6.0

1.3

Stone & glass

0.2

Pearls

5.8

1.6

1.0

0.3

0.6

4.2

0.1

0.8

73.6

414.3

13.1

74.0

5.8

2.0

1.0

0.4

19.1 106.7

41.2

1.0

7.3

0.2

5.6

1.3

Metals

13.4

0.5

0.2
2.0

1.2

4.1

2.8

2.6

15.4

0.6

2.2
0.2

0.3

15.2

1.0
45.3

0.4

2.1

0.1
4.2

0.0

5.0

8.7
1.0

2.4

0.7

1.2
0.1

0.2

2.3

3.2
3.3

0.3

0.3

0.4
0.3

0.0

6.4

21.0

6.9

3.0

4.9

0.6

1.0

7.1

0.4

10.9

3.9

Machinery

0.2

22.3

Vehicles

0.0

0.0

0.7

0.0

0.1

0.2

5.1

0.0

0.5

0.3

1.2

0.0

0.1

4.2

1.6

0.4

0.2

4.1

2.9

0.0

0.4

0.3

0.0

0.8

9.9

0.0

0.1

Optical & med. Instr.

0.0

0.7

0.0

N/A
0.4

0.1

0.0

N/A
0.1

3.4

0.0

N/A
2.2

0.6

0.0

N/A
0.4

0.6

0.0

N/A
0.2

0.1

0.0

N/A
0.0

0.0

0.0

4.1

1.1

0.0

0.0

126.4

0.1

0.8

0.2

100.0

0.0

0.0

0.0

148.1

0.1

0.4

0.2

100.0

0.0

0.0

0.0

44.3

0.1

0.1

0.0

100.0

0.0

0.7

0.8

0.0

N/A
5.3

0.0

0.1

Arms

0.0

N/A

Miscellaneous

0.0

2.7

0.0

1.1

0.0

100.0
43.3

0.0

0.0

100.0
45.8

0.0

0.0

100.0
40.5

0.0

0.0

100.0
134.8

0.0

100.0
43.8

0.0

100.0
35.5

3.1

100.0
31.1

1.2

100.0
33.3

2.6

100.0
62.3

Work of arts
Total (share)
Average score

Source: ESCAP calculations based on AVE estimates in Cadot and Gourdon, 2015, and export data from WITS.
Note: Red indicates high overall potential to exposure to TBT measures as calculated by multiplying the share of exports
from a particular sector with the TBT AVE for that sector.

References
ABC News (2014). Indonesia to challenge Australia's plain-packaging tobacco laws at World Trade
Organisation, 27 March 2014.
Anderson, J.E., and Van Wincoop, E. (2004). Trade costs (No. w10480). National Bureau of Economic Research.
Arvis, J.F., Duval, Y., Shepherd, B., and Utoktham, C. (2013). Trade costs in the developing world: 19952010. World Bank Policy Research Working Paper, (6309).
Baldwin, R. (1970). Nontariff Distortions of International Trade. Washington D.C., Brookings.
Basu, S., and Kuwahara, H. (2010). UNCTAD Initiatives on Non-Tariff Measures – Some Results from a Pilot
Project, Chapter X in Mikic, M. and M. Wermelinger (eds) (2010), Rising Non-Tariff Protectionism and Crisis
Recovery: A study by the Asia-Pacific Research and Training Network on Trade, United Nations ESCAP.
Bernhofen, D.M., El-Sahli, Z., and Kneller, R. (2013). Estimating the effects of the container revolution on world
trade (No. 4136). CESifo Working Paper: Trade Policy.
Bhagwati, J., Krishna, P., and Panagariya, A. (2014). The World Trade System: Trends and Challenges.
Business Standard (2013). Final decision by Japan on ethoxyquin in shrimp by Feb. Available at: www.businessstandard.com/article/markets/final-decision-by-japan-on-ethoxyquin-in-shrimp-by-feb-113120201669_1.html
Business Standard (2014). Japan finally approves Ethoxyquin limit in shrimp at 0.22 ppm. Available at:
www.business-standard.com/article/economy-policy/japan-finally-approves-ethoxyquin-limit-in-shrimp-at-022-ppm-114012200438_1.html
Cadot, O., Munadi, E., and Ing, L.Y. (2013). Streamlining NTMs in ASEAN: The Way Forward (No. DP-2013-24).
Cadot, O., and Gourdon, J. (2015). NTMs, Preferential Trade Agreements, and Prices: New evidence, CEPII
Working Paper, No. 2015-01.
Cadot, O., Asprilla, A., Gourdon, J., Knebel, C., and Peters, R. (2015). Deep Regional Integration and Non-Tariff
Measures: A Methodology for Data Analysis. UNCTAD, 2015.
Chen, M.X., Otsuki, T., and Wilson, J.S. (2006). Do standards matter for export success?. World Bank Policy
Research Working Paper, (3809).
Chen, M.X., Wilson, J.S., and Otsuki, T. (2008). Standards and export decisions: Firm-level evidence from
developing countries. The Journal of International Trade and Economic Development, 17(4), 501-523.
Czubala, W., Shepherd, B., and Wilson, J.S. (2009). Help or hindrance? The impact of harmonised standards on
African exports. Journal of African Economies, 18(5), 711-744.
De, P., Raihan, S., and Ghani, E. (2013). ‘What does MFN trade mean for India and Pakistan? Can MFN be a
Panacea?’ (World Bank Policy Research Working Paper 6483). Washington DC: The World Bank.
Deardorff, A. (1999). Non-Tariff Barriers and Domestic Regulation, Available at: http://wwwpersonal.umich.edu/~alandear/writings/NontariffBarriersReduced.pdf
Disdier, A.C., Fontagné, L., and Cadot, O. (2014). North-South standards harmonization and international
trade. The World Bank Economic Review, lht039.

66

Disdier, A.C., Fontagné, L., and Mimouni, M. (2008). The impact of regulations on agricultural trade: evidence
from the SPS and TBT agreements. American Journal of Agricultural Economics, 90(2), 336-350.
Duval, Y., Uthokam, C., Wermlinger, M., and Lee, J.H. (2012). Agricultural trade costs in Asia and the Pacific:
Patterns, compositions and determinants, ESCAP Trade and Investment Division, Staff Working Paper 02/12.
ESCAP (2013). Asia-Pacific Trade and Investment Report: Turning the Tide: Towards Inclusive Trade and
Investment, United Nations ESCAP.
Essaji, A. (2008). Technical regulations and specialization in international trade.Journal of International
Economics, 76(2), 166-176.
Evenett, S., and Fritz, J. (2015), Throwing Sand in the Wheels: How Trade Distortions Slowed LDC Export-Led
Growth, Global Trade Alert, CEPR Press.
FAO (2009). Private standards in international trade: issues and opportunities
http://www.fao.org/fileadmin/templates/est/AG_MARKET_ANALYSIS/Standards/Private_standards___Trade_
Liu_WTO_wkshp.pdf
st

Fresh Plaza, (2014) Vietnam: Bright prospect for dragon fruit exports, August 1 2014, Available at:
www.freshplaza.com/article/124621/Vietnam-Bright-prospect-for-dragon-fruit-exports
Fugazza, M., and Maur, J.C. (2008). Non-tariff barriers in CGE models: How useful for policy?. Journal of Policy
Modeling, 30(3), 475-490.
International Trade Centre (ITC) (2011). The Interplay of Public and Private Standards. Available at:
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=2184293
______ (2014a). Thailand – Company Perspectives, ITC Series on Non-Tariff Measures.
______ (2014b). Cambodia – Company Perspectives, ITC Series on Non-Tariff Measures.
Looi Kee, H., Nicita, A., and Olarreaga, M. (2009). Estimating trade restrictiveness indices. The Economic
Journal, 119(534), 172-199.
Mikic, M. , and Wermelinger, M. (eds) (2010). Rising Non-Tariff Protectionism and Crisis Recovery: A study by
the Asia-Pacific Research and Training Network on Trade, United Nations ESCAP.
Nicita, A. , and Gourdon, J. (2013). A Preliminary Analysis on Newly Collected Data on NonTariﬀ Measures.
Policy Issues in International Trade and Commodities. UNCTAD Study Series 53.
Orden D., Beghin, J.C., and Henry, G. (2012). Key Findings of the NTM-IMPACT Project, The World Economy.
Parliament of Australia (2014). Australia’s WTO plain cigarette packaging case: an update, 8 July 2014.
www.aph.gov.au/About_Parliament/Parliamentary_Departments/Parliamentary_Library/FlagPost/2014/July/
WTO_plain_cigarette_packaging_case
SAARC Trade Promotion Network (2014). NTMs in South Asia: Assessment and Analysis.
Sithamaparam, A.G., and Devadason, E.S. (2011). Do Non-Tariff Measures in the EU, Japan and the ASEAN
Matter for Export Consignments from Malaysia? Japan and the ASEAN Matter for Export Consignments from
Malaysia.
Standards and Trade Development Facility (STDF) (2012). Prioritizing SPS Capacity Needs using Multi-Criteria
Decision Analysis, STDF Briefing, February 2012.

67

_____ (2015). STDF case story series, “Local problems, Global Solutions”, Dragon Fruit from Viet Nam, Portland
State University.
Stoler, A. (2011). TBT and SPS Measures in Practice, in Preferential Trade Agreement Policies for
Development: A Handbook 217–233 (JP Chauffour and Jean Christophe Maur eds.,World Bank
2011).
The Cambodia Daily (2015). First Cassava Shipment of Major Deal Leaves Port, 5 January 2015.
Tempo.co (2014). Russia Prepares to Ban Indonesian Palm Oil, 4 September 2014.
The Jakarta Post (2014). Palm oil group asks government to lobby Russia over new rule, 9 December 2014.
Trade Buzz (2014). Promotion of Intra-Regional Trade Potentials in the SAARC-Region, E-Newsletter
September-November 2014.
UNCTAD (2010). Non-Tariff Measures: Evidence from Selected Developing Countries and Future Research
Agenda.
_____ (2012). Non-tariff Measures to Trade: Economic and Policy Issues for Developing Countries, Developing
Countries in International Trade Studies, UNCTAD, Geneva.
_____ (2013). Classification of Non-Tariff Measure: February 2012 version, UNCTAD, Geneva.
_____ (2014). Trading with Conditions: The effect of Sanitary and Phytosanitary Measures on Lower Income
Countries Agricultural Exports, Policy Issues in International Trade and Commodities Research Studies Series
No. 68.
UNDP (2014). Trilateral Cooperation Success for China-Cambodia-UNDP Cassava Project,
www.cn.undp.org/content/china/en/home/presscenter/articles/2014/12/trilateral-cooperation-success-forchina-cambodia-undp-cassava-p.html
United States International Trade Commission (USITC) (2008). Global Beef Trade: Effects of Animal Health,
Sanitary, Food Safety, and Other Measures on U.S. Beef Exports, Publication 4033, September (Washington,
D.C.).
Viet Nam News (2014). Japan may stop Vietnamese shrimp imports, 30 April 2014.
Vietnamese Association of Seafood Exporters and Producers (2014). Viet Nam shrimp exports to Japan boosted
thanks to black tiger shrimps, 16 June 2014.
Viet Nam Trade Promotion Agency (2014), Vietnamese fruits to expand presence in the US markets , 21
November 2014.
Wall Street Journal (2014).Indonesia challenges Australian cigarette packaging laws, 15 October2014.
World Bank (2012). A Fresh Look at Non-Tariff Measures, edited by Cadot, O. and M. Malouche
_____ (2013). Making Trade Policy More Transparent: A New Database of Non-Tariff Measures, Economic
Premise, Number 128, November 2013.
World Bank Development Indicators (2014), Available at: http://data.worldbank.org/sites/default/files/wdi2014-book.pdf
World Trade Organization (WTO) (1998). WTO Agreement on Sanitary and Phytosanitary (SPS) Measures.

68

_____ (2008). Trade in a Globalizing World, World Trade Report 2008, WTO, Geneva.
st

_____ (2012). Trade and Public Policies: A Closer Look at Non-Tariff Measures in the 21 Century, World Trade
Report 2012, WTO, Geneva.
_____ (2014a).World Trade Report 2014, WTO, Geneva.
_____ (2014b). Nineteenth Annual Review of the Implementation and Operation of the TBT Agreement,
G/TBT/34.
_____ (2015a). Modest trade recovery to continue in 2015 and 2016 following three years of weak expansion,
Press Release, 14 April 2015.
_____ (2015b). Food safety body agrees to e-working group “time out” on definition of private standards, 26
March 2015.
_____ (2015c). Minutes of the Meeting of November 5-6 November 2014, Committee on Technical Barriers to
Trade.
Yi, K.M. (2003). Can Vertical Specialization Explain the Growth of World Trade, Journal of Political Economy,
2003, Vol. 111, No. 1.

69

The Emerging Issues in Trade and Investment
series is prepared by the Trade and Investment
Division, United Nations Economic and Social
Commission for Asia and the Pacific. The series
consists in annual publications each of which
explores current trade-related issues of
relevance to regional developing economies.
The series is issued without formal editing. The
views expressed in the series are those of the
authors and do not necessarily reflect those of
the United Nations or ESCAP member States.
Emerging Issues in Trade and Investment may
be used free of charge for the purposes of
advocacy, education, and research provided
that the source is acknowledged in full. The
authors requests that they be informed of all
such usage for impact assessment purposes.
For copying in any other circumstances, or for
re-use in other publications, or for translation or
adaptation, permission must be secured, and
a fee may be charged.
This volume and other relevant publications
are freely available on the ESCAP website:
www.unescap.org/our-work/trade-investment

facebook.com/UNESCAP
@unescap
escap-tid@un.org
www.unescap.org

Trade and Investment Division
United Nations ESCAP
Rajadamnern Nok Avenue
Bangkok 10200, Thailand
Tel: +66(0) 22881410
Fax: +66(0) 22881027

