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Trade measures In SDGs: comment

Agenda 2030 focuses on increasing market access for LDCs, measured by
increased global market share of LDCs

— Removed domestic support and export subsidy in agricultures
— Tariffs faced by LDCs

Trade performance and costs of living in LDCs is affected by trade
measures of others AND trade policies of their own.

— Protectionist measures raise cost of imports AND exports
— Competitiveness effects
— Costs of living, availability and variety (quality) of goods and services

Stakeholders

— Domestic producers (exporting sectors, , indirect-exporting sectors and non-
exporting sectors)

— Consumers (working in exporting sectors, indirect-exporting sectors, and non-
exporting sectors)

Measures affecting trade costs are beyond tariffs
— Goods: Tariffs and Non-tariff measures (NTMs)
— Services: Policies and regulations outside the scope of trade ministry



Example of measures affecting trade

Figure 1.8 Policies affecting trade costs in goods markets at all points in the supply chain
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Tariffs vs Non-tariff measures (NTMs)

Two broad categories: tariffs and non-tariff measures (NTMs)

Figure 1: Ad valorem equivalents of non-tariff measures compared to tariffs, by income group
and sector (Ag: Agriculture; Mfg: Manufacturing)
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TARIFFS



Tariff indicators in SDGs

 GMI: average tariff faced by LDCS
— Average by numbers of tariff lines or trade volume?

* Missing elements for analyzing market access
— Tariff peak
— Gap between MFN bound and applied rate
— Preferential rates
— Margin of preference

Note: Please see the slides presented in the 2016 workshop for concepts and
measurement of these indicators.



Impacts of own tariffs — static analysis

* For the typical “small” country that is a price-taker:
— Tariff results in a loss in national welfare

— Tariff results in a redistribution of income from consumers
of the imported product to producers of import substitutes

 The degree of protection favoring a domestic industry

is better described by the “effective rate of protection
(ERP)”

— The ERP depends positively on tariffs on outputs, and
negatively on tariffs on inputs

* A “large” country can benefit by a tariff .

— When foreign supply is price elastic
— When retaliation is ruled out

 World welfare declines as a result of tariffs

Note: Please see ERP concepts and measurement from 2016 PPT.



Accumulated trade costs

FIGURE 4.2 The global value chain zoo: spiders, snakes, and hybrid "snikers”
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Sources for tariff data and indicators.

* WTO integrated database (IDB) and Consolidated Tariff Schedules
database (CTS): MFN applied tariffs and imports of WTO Members
at the tariff-line level which often means 8 digits, sometimes even
10 digits, starting in 1996.

* WTO Tariff Analysis Online (TAO).
* WTO tariff proflie

* CEPIl and IFPRI's MAcMap database: a set of files at the tariff line
level of the bilateral measurement of applied tariff duties, taking
regional agreements and trade preferences exhaustively into
account.

* AMAD (Agricultural Market Access Database)

WITS and ITC provides integrated platform to access to databases on trade
and trade-policy measures


http://www.wto.org/english/tratop_e/tariffs_e/tao_help_e.htm
http://www.cepii.fr/anglaisgraph/bdd/macmap.htm
http://www.oecd.org/site/amad/

NON-TARIFF MEASURES



Definition

“Non-tariff measures (NTMs) are 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”

Source: UNCTAD / GNTB-MAST



Non-Tariff Measures (Examples)

Quotas
Import bans

Sanitary and phyto-
sanitary conditions

Determination of
eligibility
(geographical)

Technical
requirements

Export restrictions

Import licenses

Quality conditions,
and proofs

Export subsidies

Minimum import
price

Voluntary Export
Restraints

Certificate of Origin



Definition

All policy-related trade costs incurred from production to the
final consumer, with the exclusion of tariffs

Countries are allowed by the WTO to regulate their imports and
exports in order to achieve legitimate non-trade objectives.

They can be used for :

* Correcting various market failures such as informational
asymmetries, externalities and monopoly power (price ceiling)

* Protect consumer health (standards, certification, labelling)
* Safeguard the environment (import ban)

* Protection of national industries or infant industries (bailouts,
subsidy)



World average ad-valorem equivalent of NTMs
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Major iIssues

Barriers vs Measures:
NTM is a neutral concept — the whole “universe”
NTBs = subset of NTMs (no agreed definition/criteria)

Negative effect (research, survey, complaints...),
protectionist intent or legality (WTO, FTA, ...)

Procedural obstacles:

Hardly any (NTM) policy comes without procedure... e.g
customs procedures, paperwork, delays in inspections

Sometimes considered part of NTBs



Trade Facilitation:

Mostly related to procedures (which come with every
NTM)

Low hanging fruit, as it is somehow independent of the
policy dimension and only relates to pure "costs"

Private standards:
"Standards" are voluntary, a priori

driven by consumer preferences (FairTrade, etc.) but can
become de facto mandatory and highly restrictive

Governments can make them de jure mandatory (=NTM)



Water and Energy Consumption in the
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* NTM Classification



Multi-Agency Support Team (MAST)

2012 classification of NTMs
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NTM classification

Tree branch structure

NTMs are classified into |16 chapters depending on their
scope and/or design (from A to P).

Each chapter is further divided into sub-groups (up to
three digits) to allow a finer classification of the
regulations affecting trade

All chapters (except chapter P, which deals with
exports) reflect the requirements of the importing
country with regard to its imports



Let us look at a chapter : NTM
classification
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Analyzing NTMS

* Incidence
— Looking at individual measures

— Incidence statistics (descriptive statistics) like
coverage/frequency ratio

* Impact
— Direct economic (on trade, prices)
— Indirect economic (employment, poverty, ...)

— Non-economic! Environment, health...



 Incidence statistics



Incidence statistics

* Frequency ratio

* Share of HS6 lines (within a group) that are affected
by at least one measure

* Coverage ratio
* Frequency ratio weighted by import value

* Share of import value of HS6 lines (within a group)
that are affected by at least one measure

* Endogeneity issue
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Frequency Ratio : Example

Percentage of imported hs6 digit lines covered
by a non-technical NTM in agricultural products
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Coverage Ratio : Example

Percentage of imported value covered by a
non-technical NTM in agricultural products
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Potential drawbacks

The stiffness of the NTM is not taken into account

Potential bias in the coverage ratio: a prohibitive
NTM reducing imports of a certain category of
goods to a very low level mechanically reduces the
category’s share in total imports, resulting in a low
coverage ratio

Frequency indexes give the same weight to
products that are not imported and to products
that are imported in large amounts

NTM inventories may be incomplete and their
coverage of measures may differ across measures
and countries



Other Incidence statistics

* Number of distinct measures per product

* Focus on specific measure types



Data Sources

Data
Sources

I
Official
Measures

WTO notifications : '

Firm surveys Erwate of
Legal texts Mainlv brocedural international
policy documents Y P standards



Data Source | : i-tip.unctad.org

i"'""r-. WIZIIJ.D TRADE g

UNCTAD i-TIP in cooperation with WTO

I-TIP official NTMs: Integrated analysis and retrieval of collected official non-tariff measures

I-TIF official NTMs provides comprehensive information on non-tariff measures (NTMs) applied in merchandise trade as well as analytical tools. The information includes
members’ techmical and non-technical measures as well as export measures (TRAINS NMTM database). The information has been retriewved only official sources including mainly
natiomal laws and regulations. Measures are classified according to the Intermaticnal Classification of NTMs at the HNTM lewel and the Harmondzed System HS classification at the
product lewvel. 1t includes links to UNCTANs TRAINS tariff database and to original documents.

The software 1-TIP has been dewveleped by the WTO for notifications and made available to UNMCTAD to disseminate collected official NTM data. The United Mations gratefully
acknowledge this. An objectiwe of both organizations is to prowvide free access to the most comprehensive, up-to-date and highest quality non-tariff measure data.

Contact us: tab@unciad.org

Version: 1.0
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/BB World Integrated Trade Sc

Data Source 2: wits.worldbank.org
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Data exercise - |

Calculating descriptive statistics

 Three Steps

1.Get UNCTAD NTM
data fromWITS

Watch out for proper data
availability (only if the field
‘NTM Measures’ shows all
types of measures (A to P)

2. Get trade data from
WITS

3. Get full HS product
code list at 6 digits
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* Impact of NTMs



Impact of NTMs

* The ad valorem equivalent (AVE) corresponds to the tariff equivalent
that has the same impact on trade. The AVE measures the gap in the
product’s price with and without the NTM.

e Calculating ad valorem equivalent (AVE)
* |.Direct method (using prices)

AVE, = (p%w)— (l+7+c).

where pd is the domestic price (net of retailers’ margins), pw is the world price (net of
producers’ and exporters’ margins), Tis the ad valorem tariff, and c represents all other
costs such as transport or insurance costs



* Calculating ad valorem equivalent : Direct Method

|.the "handicraft" approach — consists of collection of precise and
detailed data on all factors other than the NTM influencing the
domestic price of a product

2. The domestic price of a good is regressed on the world price, on
some importing country’s characteristics, and on tariffs and NTMs. A
simple dummy or a frequency index is usually used for the measure
of the NTMs.The estimated coefficient on this NTM variable
represents the AVE.



II. Calculating AVE: Indirect Method
(Quantities)

| lnMi,j,h,t

= Pon + Bin 11'1(1 + ti,j,n,t) + BoNTM; jnt + B3Cijnt
+ & jnt

" The impact of an NTM is

B = dlnM _ dlnM 9P% _ dinM
27 oNTM ~ or? aNTM ~ 9pd

AVE

dlnM

" The import demand elasticity is defined as € = 2pd



NTM and SDGs

Indirect effect

NTMs seen as trade costs

Trade costs reduce trade opportunities
Direct effect

NTMs are policies to protect human, animal and plant
health, or to protect the environment

Example : food security (SDG 2), ensure sustainable
production, consumption (SDG 12)



NTMs and SDG17

Coherence

SDGs may lead to increased regulatory activity to "directly” influence
sustainability...but "indirect” linkages must not be ignored

Need to assess costs and benefits of NTMs for coherence
Convergence

Harmonization : both trading partners adopt a common NTM
Mutual recognition : the reciprocal acceptance of NTMs

Both can help reduce trade costs and (potentially) boost trade

Transparency is paramount



Key takeaway

Trade (and non-trade) measures determine
trade performance and SDG achievement

Market access is good, but domestic reforms
are even better.

Dealing with current global trade challenges
require holistic approach.

Strengthen the means of implementation and
global partnership should pay attention on
NTM issues.



Thank you!

anukoonwattaka@un.org



