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What is a tariff

• (in the context of MFN treatment): “…customs duties and charges of 
any kind imposed on or in connection with importation or 
exportation…” - GATT Article I (1947)

• Basically: a tax on imports

• aka “customs duty”



Why tariffs?

• Revenue generation

• Protect domestic industries/employment

• Address trade distortions*

*[not “ordinary customs tariffs” – they are “non-tariff measures”]
• Anti-dumping duties

• Countervailing duties

• Temporary safeguard measures



Taxes on international trade (% of revenue)

Source: https://data.worldbank.org/indicator/GC.TAX.INTT.RV.ZS



Customs and other import duties (% of tax revenue)
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Protectionism in US sugar market

https://www.aei.org/carpe-diem/protectionist-sugar-policy-cost-americans-3-billion-in-2012/



High tariffs to address trade balance  

http://www.colombopage.com/archive_22A/Jun02_1654113508CH.php



Types of tariffs
1. Ad valorem tariff: tariff is calculated as a percentage of the value of 

the product (i.e. x% of $zz of product yy)

2. Non ad valorem tariffs:
• Specific tariffs: based on physical quantity of the good being imported (i.e. 

per unit/kg/litre etc)

• Mixed tariffs are expressed as either a specific or an ad valorem rate, 
depending on which generates the most (or sometimes least) revenue. 

• Compound tariffs include both ad valorem and a specific component. 

• Tariff rate quotas are made up of a low tariff rate on an initial increment of 
imports (the within-quota quantity) and a very high tariff rate on imports 
entering above that initial amount.

https://wits.worldbank.org/wits/wits/witshelp/content/data_retrieval/p/intro/C2.Forms_of_Import_Tariffs.htm

https://wits.worldbank.org/wits/wits/witshelp/content/data_retrieval/p/intro/C2.Forms_of_Import_Tariffs.htm


Types of tariffs

1. Most-Favored Nation (MFN) Tariffs – are what countries promise to 
impose on imports from other members of the WTO

2. Bound Tariffs – the maximum MFN tariff level for a given 
commodity line
• Binding overhang (aka “water” in tariff rates) – the gap between the bound 

and applied MFN rates
• Binding coverage - share of tariff lines with WTO-bound rates

3. Preferential Tariffs – tariffs given as part of a trade agreement 
(reciprocal), or as part of preferential treatment (unilateral, e.g. EU’s 
Everything But Arms (EBA), GSP for LDCs, etc)

https://wits.worldbank.org/wits/wits/witshelp/content/data_retrieval/p/intro/c2.types_of_tariffs.htm

https://wits.worldbank.org/wits/wits/witshelp/content/data_retrieval/p/intro/c2.types_of_tariffs.htm


Product classification

• The GATT contains no rules regarding tariff classifications. In the past, 
countries had their own individual systems. However, as trade 
expanded countries recognized the need for more uniform 
classifications, which resulted in the drafting in 1988 of the 
“Harmonized Commodity Description and Coding System” or “HS” 
system at Customs Co-operation Council (CCC; also known as the 
“World Customs Organization” or “WCO”). Today, most countries use 
a harmonized system of six-digit tariff numbers.

https://dl.ndl.go.jp/view/download/digidepo_1285936_po_gCT0104e.pdf?contentNo=6&alternativeNo=



Harmonized System (HS) nomenclature 

https://gcelogistic.com/what-is-hs-code/



Binding coverage (all products)
Share of HS six-digit subheadings containing at least one bound tariff 
line.  
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Binding overhang (all products)
The gap between the bound and applied MFN rates
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https://www.wto.org/english/res_e/publications_e/world_tariff_profiles22_e.htm


Average MFN and effectively applied tariffs in 
the Asia-Pacific region
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World Banks. World Integrated Trade Solutions (WITS): https://wits.worldbank.org/

https://wits.worldbank.org/


Country specific example: Mongolia 

WTO (2022): Tariff download facility http://tariffdata.wto.org/

http://tariffdata.wto.org/


Country specific example: Mongolia 

WTO (2022): Tariff download facility http://tariffdata.wto.org/

http://tariffdata.wto.org/


Country specific example: Mongolia 

WTO (2022): Tariff download facility http://tariffdata.wto.org/

http://tariffdata.wto.org/








Country specific example: 
Tajikistan 







Tariff reductions under GATT/WTO

• Initial tariff reductions started with the establishment 
of GATT in 1947

• 8 successful rounds, latest being Uruguay 
• negotiations started in 1986, signed in 1994

• Doha rounds (since 2001) have stalled 
• last successful agreement is the “Bali Package” of the 

ninth ministerial conference in 2013

https://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm2_e.htm



https://docs.wto.org/dol2fe/Pages/SS/directdoc.aspx?filename=Q:/TN/MA/S3R2.pdf&Open=True

Approaches to tariff 
reductions under WTO



Tariff reductions in trade agreements

• GATT Article XXIV, the requirement for an FTA to be WTO-compatible 
is that "substantially all trade" be liberalized  

• No agreement on what “substantially” or “trade” is.

• South-south FTAs may be arguably covered under the Enabling Clause 
and does not contain any numerical thresholds or requirement as to 
the level of liberalization. 

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Types of elimination

• Excluded (sensitive list)
• Complete exclusion (i.e., no liberalization); 

• Subject to tariff reduction only and not elimination (with or without transition 
period); 

• Covered 
• Subject to longer transition period; 

• Subject to shorter transition period, and;  

• Immediate elimination (i.e., zero tariffs at the entry into force).

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Potential criteria for selecting "sensitive 
products"

(i) minimization of possible import surge; 

(ii) continued protection of highly protected products; and 

(iii) minimization of possible tariff revenue losses. 

For each criterion, possible indicators would be:
(i) attract highest dutiable imports; 

(ii) attract highest tariffs, or; 

(iii) account for highest tariff revenue, 

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Defining tariff elimination schedules

• Different RTAs have used different approaches on tariff elimination 
modalities (staging).

• In its simplest form, all base rates, whatever the level, can be subject 
to equal annual reduction of X per cent over Y years, and some low 
rates ("nuisance tariffs") such as lower than 5 per cent, can be 
immediately eliminated.

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Defining tariff elimination schedules

Key parameters: 
(i) the length of implementation period; 
(ii) the level of annual reduction; 
(iii) the number and levels for tariff bands; 
(iv) complementary staging methods such as grace period 
and stand-still; 
(v) SDT for countries with special needs; and 
(vi) reduction modalities for sensitive products if required. 

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Defining tariff elimination schedules

In addition, there exist also more systemic questions of: 
(a) whether a uniform modality apply to all tariffs 
mechanically (or different tariff lines can be negotiated line-
by-line without any modalities) ; 
(b) whether a uniform modality is based solely on the level 
of initial base rates (or whether different modalities apply 
to the same initial tariff rates), and; 
(c) whether resulting preferential rates apply to all 
members (if plurilateral). 

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Equal annual reduction

• The speed of annual reduction is basically determined 
by the length of implementation period, as the longer 
the period, the smaller the annual cuts, and hence 
slower liberalization

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Equal annual reduction

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Different staging arrangements

• One major approach that aims to address import sensitivity of 
different tariff bands, particularly higher tariffs, would be to set 
different staging arrangements depending on the initial base rates, so 
that the higher the tariffs, the longer the implementation period

https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



https://unctad.org/system/files/official-document/ditc2015misc3_en.pdf



Non-equal annual reduction 

• The use of non-equal annual reduction, combined with grace period 
and stand-still arrangements, will provide a variety of tariff reduction 
patterns.  



Trade Agreement Tariff Schedules: example

https://www.dfat.gov.au/trade/agreements/negotiations/aifta/australia-india-ecta-official-text/annex-2a-tariff-commitments-section-2a-tariff-schedule-india

https://www.dfat.gov.au/trade/agreements/negotiations/aifta/australia-india-ecta-official-text/annex-2a-tariff-commitments-section-2a-tariff-schedule-india


Trade Agreement Tariff Schedules

https://www.dfat.gov.au/trade/agreements/negotiations/aifta/australia-india-ecta-official-text/annex-2a-tariff-commitments-section-2a-tariff-schedule-india

https://www.dfat.gov.au/trade/agreements/negotiations/aifta/australia-india-ecta-official-text/annex-2a-tariff-commitments-section-2a-tariff-schedule-india
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Trade Agreement Tariff Schedules

https://www.dfat.gov.au/trade/agreements/negotiations/aifta/australia-india-ecta-official-text/annex-2a-tariff-commitments-section-2a-tariff-schedule-india

https://www.dfat.gov.au/trade/agreements/negotiations/aifta/australia-india-ecta-official-text/annex-2a-tariff-commitments-section-2a-tariff-schedule-india


Duty Elimination: how long
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TRQ: examples



TRQ: examples



US-Chile Agreement and safeguards 

• 1. A Party may impose a safeguard measure described in paragraph 2, during the transition period only, if as a 
result of the reduction or elimination of a duty pursuant to this Agreement, 1 a good originating in the territory of 
the other Party is being imported into the Party’s territory in such increased quantities, in absolute terms or 
relative to domestic production, and under such conditions as to constitute a substantial cause of serious injury, 
or threat thereof, to a domestic industry producing a like or directly competitive good.

• 1. A Party may apply a safeguard measure, including any extension thereof, for no longer than three years. 
Regardless of its duration, such measure shall terminate at the end of the transition period.

• 2. In order to facilitate adjustment in a situation where the expected duration of a safeguard measure is over one 
year, the Party applying the measure shall progressively liberalize it at regular intervals during the period of 
application.

• 5. On the termination of a safeguard measure, the rate of duty shall be no higher than the rate that, according to 
the Party’s Schedule to Annex 3.3 (Tariff Elimination), would have been in effect one year after the imposition of 
the measure. Beginning on January 1 of the year following the termination of the action, the Party that has 
applied the measure shall:

• 1. A Party shall impose a safeguard measure only following an investigation by the Party’s competent authorities 
in accordance with Articles 3 and 4.2(c) of the Safeguards Agreement; and to this end, Articles 3 and 4.2(c) of 
the Safeguards Agreement are incorporated into and made a part of this Agreement, mutatis mutandis.

• 1. Each Party retains its rights and obligations under the WTO Agreement with regard to the application of 
antidumping and countervailing duties.



More safeguards

• WASHINGTON (Reuters) - The Trump administration will seek changes to 
the North American Free Trade Agreement (NAFTA) allowing it to reimpose 
tariffs if a flood of imports from Canada and Mexico causes “a threat of 
serious injury” to U.S. industry, according a draft document sent to 
Congress.

• The administration also will seek to eliminate a requirement in the 23-year-
old trade deal that anti-dumping and anti-subsidy disputes be settled via a 
special dispute panel. Some U.S. industries, including lumber, have 
complained that the mechanism is ineffective in stopping unfair subsidies.

• https://www.reuters.com/article/usa-trump-nafta-idUSL2N1H7219

https://www.reuters.com/article/usa-trump-nafta-idUSL2N1H7219


More safeguards

• The EU's most sensitive sector in the negotiations was without doubt 
passenger cars. The final result of the negotiations led to a phasing 
out of the 10% tariff on cars over 7 years. This is longer than in the 
agreement with Korea which has a transition period of 3 to 5 years. In 
exchange Japan eliminated a large number of non-tariff measures on 
cars and signed up to all UNECE regulations. As a result there will be 
considerable cost savings for European cars exported to Japan. In the 
event that Japan reintroduced barriers or failed to sign up to future 
guidelines the EU could re-introduce the tariffs (so-called "snap-
back").

https://trade.ec.europa.eu/doclib/docs/2018/july/tradoc_157115.pdf



• Pork Japan applies a very complex import scheme, including a gate 
price of 524 yen/kg (= 4.15 Euro) and safeguards. Japan will maintain 
this scheme but will reduce the specific duty considerably. The 
specific duty for low value cuts will be reduced from 482 yen/kg (3.82 
Euro) to 50 yen/kg (= 0.40 Euro) within 10 years.  In addition, the 
4.3% ad valorem duty for high value cuts will be phased out over 10 
years. The sensitive Japanese pig meat sector will be safeguarded 
during the liberalisation phase. The trigger volume for the so-called 
second safeguard for low value cuts is 63,000 tons (82% of current 
exports below the gate price). However, in case the safeguard level is 
reached, the increase in the duty is small (the “snap-back duty”) and 
the safeguard will disappear after 10 years. 

https://trade.ec.europa.eu/doclib/docs/2018/july/tradoc_157115.pdf



• Beef Japan opens up a new opportunity for the European beef sector 
including bovine offal by reducing tariffs from 38.9% to 9% over 15 years. 
The tariff reduction will be accompanied by a volume-based safeguard with 
a snapback duty triggered in the case of non-compliance. The safeguard 
trigger volume is growing from 43,500 tons at entry into force up to 50,500 
tons over 10 years. This volume reflects the increasing share of worldwide 
EU beef exports in recent years. The safeguard will expire if it is not 
triggered over 4 consecutive years after year 15.  EU interest in beef 
exports to Japan is high, and exports are resuming gradually after the long-
lasting BSE ban which was only lifted in 2013 before the start of 
negotiations. Many Member States have announced export interest and 10 
Member States are eligible for export. The authorization procedure is in 
the pipeline for another 8 Member States. 



https://asean.org/asean2020/wp-content/uploads/2020/12/ASEAN-Trade-in-Goods-Agreement.pdf



THANK YOU
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