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Introduction




Emerging policy challenges in trade

e Past 20 years, trade liberalization has been used as an effective
development tool

e During this period, we have seen a continual decline of tariff
rates by virtue of MTAs under WTO and PTAs at regional and
bilateral level

e Reduction in tariffs has not been reflected by a reduction in Non-
Tariff Barriers (NTBs)

e NTBs are increasingly becoming important as countries are
recurring to NTBs as alternative trade policy instruments for
protectionist or regulatory purposes

— G20 Leaders Summits, UNESCAP, UNCTAD, WTO




Low intensity protectionism ( and use of NTMs)

« Trade protectionism remained high and a sizeable number of
countries, developed and developing alike , have raised tariff
and introduced new NTMs

« Many countries introduced direct subsidies (and agricultural
export subsidies) and support for domestic industries

« Some rise in trade defense mechanism/contingency protection
Including anti-dumping, countervailing and safeguard clauses
(are murky and complex)

« Smaller and poorer developing countries who cannot apply
similar support measures are discriminated against by default
* e.g., LDCs, LLDCS and SIDS
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Patterns of NTMs

— A number of countries have imposed more strict import licensing
requirements for some sensitive goods like steel products

— Safeguards and antidumping measures were used by both
developed and developing countries
» Anti-dumping measures could be among the most disruptive

instruments with potentially serious negative effects on trade and hence
the rise in the use of such measures is a concern

— Mostly in developed and big developing countries, have expanded
the use of subsidies as a part of national economic stimulus
packages.

« Subsidies are actionable under WTO rules and can be countervailed.
Therefore, they may in turn generate a chain of countervailing measures
and increased protection
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Possible effects of NTMs

* Increased and excessive trade protection in one
country is likely to lead to retaliation by other
countries in the presence of a global negative shock

« beggar-thy-neighbour policies

« Main danger still remains in their excessive and/or
abusive use by trading partners

« Estimates suggest the impact on trade flows and
GDP (and overall national welfare)
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Survey of literature

* First generation: Baldwin (1970) and Corden (1971)

 any measure (public or private) that causes internationally traded
goods and services to be allocated in such a way as to reduce
potential real world income” (Baldwin 1970)

« Second generation: Deardorff and Stern (1985, 1998), Feenstra
(1988)

« Third generation: Anderson and Neary (1996, 2005); Beghin and
Bureau (2001), Kee, Nicita & Olarreaga (2009), Ferrantino (2009)

* Approaches to measure the incidence of NTMs
) frequency type measures, ii) price-comparison measures
i) quantity-impact measures

« Approaches to estimate impact
Price, Quantity and Elasticity of demand for imports
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Old classification and evidence
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UNCTAD-TCMCS Overview
Figure 1: The measures and chapters of the old UNCTAD-NTM:s classification

Chapter
% 3 Price Control Measures
Core * 4 Finance Measures (except 417)
Measures

* 6 Quantity Control Measures (except 617, 627 and 637)

' | 7 Monopolistic Measures |

— 6§ Automatic Licensing Measures

8 Technical Measures

Inmport

417 Refundable deposit for sensitive products

617 Non-automatic licence for sensitive products

¥

L3

627 Quotas for sensitive products

¥

637 Import Prohibition for sensitive products
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Changing Nature of NTMs Trend -

e Growing importance of Technical Measures as
Barriers to Trade in the face of elimination of Core-
Measures

1994 (%) 2005 (%)

: Measures intended to protect local producers.
: Measures intended to protect local consumers
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Evolution of NTMs Use by Broad Category

TCM description 1994 (%)

Non-core
measures

Core
measures
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Types of NTMs Applled in ASEAN Reglon

TCM description (UNCTAD code)

Total number of observations
(Number of Tariff lines) 6620 136504




NTMs database for researchers: Pre 2006

« UNCTAD work on NTMs goes back to early 1980s when a
taxonomy of different types of NTMs was developed

 Effort led to the establishment of the UNCTAD Coding System
of Trade Control Measures (TCMCS) in late 1980s, following
several revisions

« Collecting data using TCMCS began in 1988

« Data in the Trade Analysis and information System (TRAINS)
database in 1992

* Disseminated through TRAINS CD-ROM between 1994 and
2001.

« Since 2002 through the World Integrated Trade Solution
(WITS) software.

 TRAINS database contains NTM data on 102 countries (some
on several years) from 1988 to 2008.

« But only complete information until 2006




Global NTMs database: Some missing elements
 In spite of their importance in regulating trade,

there is little understanding of the exact
Implications of NTB on trade flows

« There is no comprehensive and continuously
updated information on NTBs

« UNCTAD-TRAINS database (only internationally
known cross country database) needs
Improvement

 WTO-naotifications (SPS and TBT) related
Information, OECD and USITC database
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New definition, classification and
evidence




Group of Eminent Persons on NTB

The group recommends the use of following definition as
proposed by UNCTAD (GNTB-MAST):

— 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 (UNCTAD 2009)

« NTM: Within border measures
 NTB vs NTM:

— The protectionist or discriminatory intent is the factor differentiating non-
tariff barriers (NTBs) from NTMs

— NTBs are a subset of NTMs
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UNCTAD-MAST NTMs Classification (2009)
Chapter
" ‘ A Sanitary and phytosanitary measures (SPS) | Chﬂmm Headings S”b'headmgs
R *| B Technical barriers to trade (TBT) | TA ] 3
measures 18 y o
- | C Pre-shipment inspection and other formalities | 30 ] 0
—» | D Price control measures iD i 1
@ — | E Licenses, quotas, prohibition & other quantity control measures iE b i
"ﬁ' —*| F Charges, taxes and other para-tariff measures bF b 1
S —*| G Finance measures 16 ] ]
E —*| H Anti-competitive measures iH ] b
g —=| | Trade-related investment measures | el ] 0
E | J Distribution restrictions 10J i (
— | K Restrictions on post-sales services 1K 0 0
—| L Subsidies (excluding export subsidies) 2L 0 0
*| M Government procurement restrictions 1IN (0 (
— " | N Intellectual property N (0 (
—>| O Rules of origin | 150 0 (0
6P i i
ni:a:r:es ﬁl P Export-related measures (including export subsidies) | Titd ] n




GARM UNITED NATIONS

Feomomic snld S | Camemisséon for Asia st dhe Palils

Procedural Obstacles Classification

* The new classification introduces the concept of
“procedural obstacles”

 Procedural obstacles refer to issues related to
the process of application of an NTM, rather than
the measure itself

« “Testing requirement” a TBT measure as
opposed to “Excessive documentation
requirement”, a procedural obstacle

* These can only be collected through firm-level
surveys
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Types of Procedural Obstacles

Chapter

A Arbitrariness or
Inconsistency

—> e.g. Behaviour of public officials

2 RISEATINETER) [DEEVIE %| e.g. Favouring local suppliers

n

Q@

(&)

e

Z - -

®) C Inefficiency or obstructions e.g. Excessive documentation

— requirement

©

>

8 < T

S D Non-transparency e.g. Inadeqyate lnfo_rmatl_on on lawsg

= regulations/reqgistrations
E Legal issues —>| e.g. Lack of enforcement

e.g. Stamps, testing or other
servivces

F Unusually high fees or charges




Emerging trade challenges are reflected in NTMs

— New chapters such as SPS, TBT, Government
Procurement, Export measures, Intellectual
Property rights, etc

— New concept of “Procedural Obstacles” to
facilitate collection of data from
exporters/importers ( from firm-level
surveys)
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NTMs data collection framework N

NTMs National and International NTMs Surveys NTMs Web-Portal
Agencies Documentations and Databases (face-to-face Interviews) (Trade Barrier Reporter)
Developing Developing
Countries Countries

Database on NTMs

Database on official NTMs . :
perceived as barriers
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Types of NTMs data sources
e (Official data:

e Importers complaints against its own national laws and regulations

e Official data was collected from national official documents,
international (WTO notifications) and regional organizations.

e Survey data:

e Perception based firm level survey for exporters and importers
complainants against its partners or own governments

e Private sector data was collected through surveys and a web based
platform.

e Data will provide information on NTMs at the product level according to the HS
classification.
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NTM S d ata . Sanitary and Phytosanitary Ministry of Agriculture;

. . Measures (SPS) Standardization Agency
Identification of sources: B Technical Barriers to Trade (TBT)  Standardization Agency;

Ministry of Healthcare; Ministry
> Tariff schedules of Ecology; Ministry of Industry
> Government Publications C Pre-shipment Inspection and other ~ Customs Agency
formalities
> WTO COU ntr' es nOtlflcatlonS D Price Control measures Ministry of Finance; Ministry
. . of Economy or Trade

» Other International/regional

O rga N izatio ns ( | M F ESCAP TI S N ET) E Licences, Quotas, prohibitions and Ministry of Economy (or
’ other quantity measures Trade, Foreign Relations)
Specialized Institutions

Y

o F Charges, Taxes and other para-tariff Ministry of Economy (or
o European Commission Export Help-Desk Measures Trade, Foreign Relations);
o United States International Trade Commission Customs Agency
° German Foreign Trade Information Office (BFAI) G Finance measures Ministry of Finance; National
o French International Trade Monitor (MOCI) Bank
° Institute for economic research (IFO) H Anticompetitive measures Ministry of Economy (or

° British Business Trade, Foreign Relations)

I Trade-related investment measures  Ministry of Economy (or
Trade, Foreign Relations)

P Export-related measures Ministry of Economy (or
Trade, Foreign Relations);
Customs Agency




Key Issues

The following steps for exploring official sources of NTMs

|dentify the sources

Collect the data

Standardize the data (same classification, product level)
Verify and cross check across various sources

The challenges of official data collection

Complexity of data sources and their standardization varies across
countries depending on their data collection framework

Time, quality and comprehensiveness are largely dependent on:
— Number of national agencies issuing regulations
— Availability of existing databases
— Format in which data is stored (paper / electronic)
— Original classification used
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Global picture: Procedura bstacles

3000- 2803

25004

2000

1500+

1000+

5004

Arbitrariness or Discriminatory  Inefficiencyor MNon-transparency Legalissues Unusually high febl ne/Uncategorised
Inconsistency behaviour obstructions ar charges

O Exporting firms: @ Importing firms:

Source: Basu et.al (2011)
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Global picture: Products affected

Miscellaneous . .
9 Animal & Animal
0

- Products
Tmns;;l:mlm 5% Vegetable Products

18%

Machinery / Electrical

1 Foodstuffs
9%
Metals A
% o _—
__ Mineral Products

Stone / Glass 2%

2% Chemicals & Allied

Textiles Industries
11% | 8%
Footwear / Headgear Plastics / Rubbers

1% 59, 2% 5%

Source: Basu et.al (2011)
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NTMs and tariffs

Frequency index (number of products) Coverage ratio (value of imports)
=] =
2 = ® Uganda
# ganda & EQWel, Arab Rep.
i i £ L Heny'a.imhm Rep.
® Agentna
2 ® Kenya ﬂg 4
2 g
@ 2
3 . = ® Maurti A o ® Syia
ZE_ # B3 Zg alrtie ® Nalnitid = ____—'—"
= & Jeriog 5 # Japan P
o - Mamhia a # Ecuadar e ® Venezuels, RB
"= a —
E i —
i Maurithus donesla - & Lebaril]

E-g 4 o ® il 291 o ¢ parapuay o Tunlsla
@ e — & ldnza
= § & [anzanla
E # Paraquay # Moiocse 3 " Inonesie-cike

=R # Phillpgines ® Coiomla @ Tmisi Q- # Momego

LRL & Lruguay
# Bolvia # Philippines
® Tanzanla - o unglefoivia  ® Coombia
L=R [=8
T T T I I T T T T T
0 5 10 15 20 ] 5 _ 10 15 2
Tariff (simple average MFN %) Tariff (weighted average MFN %)

Source: Nicita and Gourdon (2012), UNCTAD.




g JU\I’IIU\\TIO\S

OO uul\ seis] Comemisséon for '\x & atud dhe I'.M“k

Effects of NTMs Reduction on GDP (margin of op increase, %)

B Japan
-India

=1 Awstralia, New Zealand

Heference

| -Hepubl'uz of Koma

D china
Bl AsEAN
1+
M)
e
.| I .

Tariff eliminaticn Tariff elimination plus 50% reduction Tariff elimination plus 25% reduction
of NTMs of NTMs
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Source: South-South Trade In Asia: The role of Regional Trade Agreements, United Nations, UNCTAD and JETRO Joint
Publication, 2008




Way forward and future research
agenda
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Why NTMs database urgently requ:red’?

Lack of comparable database, cross-country & time-series

Improved transparency on NTMs would contribute to
discourage their use as hidden protectionist instruments

Better information on NTMs would contribute better target
trade-facilitation and aid-for-trade programs

Coordinated effort on NTMs data collection, capacity
building and dissemination, which would help policy makers
and researchers to better understand the implications of
NTMs
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Cap-aCIty Building

* To increase transparency and monitoring of NTMs applied at
the country and product level

« To foster ownership for the creation of a sustainable data
collection framework at the regional and national levels

« To encourage economic analysis of NTMs and their impact
on international trade




Usefulness of Official NTMs Database

Descriptive/Monitoring purposes:
-Types of NTMS applied, the product coverage

-The NTMS are applied by the countries and when they are
applied

Detailed sector/product-level analysis:

-NTMs information for specific sectors/products for
determination of their sources such as links to national laws
and regulations number, footnotes, and references
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AFTA Council:

good starting point ASEAN On Non'Ta

“ASEAN Member Countries have also resolved to work on the
elimination of non-tariff barriers.

e A work programme on the elimination of non-tariff barriers, which
includes, among others,

— the process of verification and cross-notification;

— updating the working definition of Non-Tariff Measures
(NTMs)/Non-Tariff Barriers (NTBs) in ASEAN;

— the setting-up of a database on all NTMs maintained by Member
Countries; and

e the eventual elimination of unnecessary and unjustifiable non-tariff
measures, is currently being finalized”

e ASEAN Secretariat and member countries use o/ld UNCTAD-NTMs
classification (TCMCS) for data collection

Need to use the new NTMs classification for updating information
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Policymakers and researchers

e (Quantification and impact assessment of NTMs
— Measuring and quantifying NTMs

— Simulation model by incorporating NTMs such as in CGE,
Gravity model

e Explore cross country comparison of NTMs incidence through
calculations of AVE of NTMs

e Trade facilitations, assessing the impact of NTMs on vulnerable
economies, LDCs, LLDCs

e Efforts to create time series database in TRAINS/WITS
— impact of changes on traded goods

— harmonization of measures and procedural obstacles
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