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Preferences & utilization rates (circa 2000)

Average utilization rate
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USPURs&crosd-TAs

US Imports: Use of Preferential Treatment in RTAs, by Duty and Regime, Average 2009-2011

Value of imports
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Other preferential regimes include GSP, pharmaceuticals, civil aircraft, Andean Act, etc.
Source: USITC, on the basis of statistics by"import program™ and "rate provision".
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SimilarheterogenouPURsre observedacrossPTAdor EU, Chinavioreover onecannot

concludethat PURsre systematicalhigherfor marginsabove5%...

SourceAbreu(2013)



Tariff preference utilizatioacross LAIA PTAS
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A Use ofpreferencedifferswidely acrossLAIA (Latin Americantegrationassocatio
countries : in 2021 90 percent bfK A éxgotaward other IAIAcountries use
preferentialtariff while this wasonly 60 percent inColombiaand 45 percent in Mexico

A Mercosur hadilateralagreementswith other LAIA countries, MERCOWRXxico for
instance



Balancesheetof Rulesof Originfor exporter

+: MFNtariff Pro Contra + RVCdi\{erts
intermediates
towardspartners

(1)Distortedsourcing( @)
Tariff preferencemargin (ty,ey) +: Forcedbackward

(2)Pasghrough (>tyey, ><1) mteg#rba’tél\og gerd A

3) Complexity(Rindex proxy) *:technical
- howmary ) Plexit Pro) requirements(e.g

beneficiaries yarnforward rule)
(tariff erosion

(4)Administrativecosts(CY +: Disclosurecosts
PD=PW(1+}-,); margtyey; C = unitcostcif, PURpreferenceutilizationrate
[CY= compliancecoststo meet substantialtransformationcriterion for preferentialaccess

0 c 0 D A *
c,=¢ +c =c¢ +c, +c¢ +pu<p (1+tar,)—>pur,=1

c,=c +c >p (1+tar,)—> pur, =0
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X 0dzi | énhly@Adansthdt compliancecostsare lessthan preferencemarginand high
preferentialmarginsare often NOt associatedvith high purs extslides orevidence



Summarnof selectedevidenceon effectsof ROO

(numbersreferto contCT items ompreviousslide
I

(1) Tradeflows. Muchevidenceon stortlonaryeﬁects Mexicounder
NAFTAReductionof 22% ofintermediatesrelative tocounterfactual
with no ROOConconkt al. (2018))

(2) Captiveeffect. Price ofintermediates(at HS@evel) soldby US to
NAFTA 11.9%bovethat soldto non-captivebuyers(Cadot al (2009)
(3) Ordinal Rndex(Estevadeordal2000).PURsystematically
estimatedto be lower for sectors(HS4)with higherR-index values
after controllingfor preferentialmarginsin manystudies(Carrere
Melo (2006) Cadestiral. (2016)HigherR-index valueslsoassociated
with PSRgetto be agreedon AFCFTAegotiations

(3) Cumulation PUR%ositivelyassociatedvith moreliberal
cumulationrules (Augieal. 2005). Switchintp diagonalcumulation
leads tosourcingdecisionsaway from ROW reinforcing value chain
connections in theumulationzone Bombardaand Gamberoni2019)
(4) Fixedvs. Variableosts Transactiodeveldata (celand: fixed costs
pershipmentA Yy NJ VeaHSc(AdhertNiisson (2016))




WeakassociatiobetweenPURsndtariff preference
(NAFTA 1998000)
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Patterns oRoOand PURs across LAC PTAs (114)

Dataset: 114 PTAs coverigg categories o0PSRSCTC (CC, CH, CS), VC, TRakcanhy
combinations othose).

A CH or (CH or V@gcountfor 75% of intraLACPTAsand 30% foother PTAs
A Intra-LACPTAgMore «and» andlessEXQulesthan with non-LAC

m LAT intra (88) LAT extra (26) OOther RTAs (55)
50%
45%
40%
35%
30%
25%
20%

15%
10% |:| |:|
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CCor|CCandCCwith CH | CHor | CHandCHwithh CS | CSor|CSandCSwith TR |TRand TRor| VC WO

TRNVC | TRNVC| EXC TRNVC| TRVC| EXC TRNVC| TRVC| EXC VC VC
Change in Chapter Change in Heading Change if Subheading
CTC change NO CTC change

Cadestiret al. (2016)



ROO an®referencautilizationin LAGPTAKL)

Resultdrom structuralgravitymodelestimatedover 20022012 at HS! level
Estimated AVESf different types of ROO bgategoryof goods

- All Goods Intermediate Goods Final Goods
- ) ) )

AR
AE

0.0% 0.0% 0.0%

CTC/VCTR 5% 11.4% 6.3%
VCTR 13.4% 12.2% 19.4%
- - - )

Cadestiret al. (2016)

Sampl&Ho2 & yoR@b from 6 to 3 ants ROO: theaverage no RoO
isadummyisthere is an RoQ whateverit is.



ROO an®referencautilizationin LAGPTAK2)

1 2 3
Utilization Utilization Utilization
VARIABLES rate rate rate
Products ALL INT FIN
GDP__reporter 1.799x* 1.702%* 1.886**
(0.026) (0.035) (0.037)
GDP_partner -0.363** -0.398** -0.307**
(0.022) (0.028) (0.035)
Distance -0.508*** -0.475** -0.574**
(0.014) (0.019) (0.021)
Common border 0.203** 0.191** (0.214***
(0.020) (0.027) (0.030)
Tariff -0.149** -0.128** -0.155**
(0.010) (0.014) (0.014)
RTA*Tariff 0.117** 0.166** (0.085***
(0.012) (0.018) (0.016)
RTA 1.337** 1.163*** 1.375**
(0.036) (0.051) (0.048)
RoO -0.247** -0.119** -0.293***
(0.027) (0.036) (0.039)
Year Fixed Effects Yes Yes Yes
Exporter Fixed Effects Yes Yes Yes
Importer Fixed Effects Yes Yes Yes
Secto HS3 Fixed Effects Yes Yes Yes
Observations 1,099,014 648,561 450,453
R-squared 0.19 0.17 0.24

Controlling for preference margins and a
host of other cevariates:

A PUR lowered by 24% (all goods)

A PUR lowered by 29% (intermediates)

C RoOsaundo a relatively significant
portion

of the positive trade effect of

agreements, especially for trade in

intermediate products.

C RoOsre estimated to have tariff
equivalentsof around 11 and 9 percent,
respectively, for intraand extratrade
agreement imports of intermediate
products

Cadestiret al. (2016)



Textiles and\pparel

Dissectingffectsof moveto single transformationnderAGOA an&BA, a
« quastexperimentab situation



Textiles and\pparel

Table 2 Utilisation rates for apparel, 2016

Knitted (HS61) and non-knitted (HS62)

EU us

HS61 HS62 HS61 HS62 =

Algeria 0.02 0.60 N.A. N.A. =

Egypt 0.93 0.89 0.99 0.98 o

Israel 0.60 0.39 0.97 0.97 T

Jordan* 0.01 0.07 1.00 1.00 O

Lebanon 0.91 0.80 0.00 0.51 %

Morocco 0.89 0.90 0.23 0.05 =

Syria 0.95 0.86 e
Tunisia 0.93 0.90 0.00 0.00
Turkey 0.95 0.97 0.75 0.48

Notes: N.A. No trade flow. * For the USA, utilisation rates include FTA+GSP+ QIZ

Largedifferencesin PURscrosspartnersin reciprocalFTAsespeciallyuS.Here
preferencemarginis abovel0% forboth EU and US



Quasexperimentakvidence

Movingto the single transformatiorulein T&A for AGOA and EBA

Figure 1a The move to the single transformation rule under AGOA: Exports of apparel by 22
African countries to the US under AGOA and to EU under EBA
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Note: Solid line indicates entry into effect of AGOA and dashed line indicates entry into effect of single rule (for most
beneficiaries).
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Figure 1b The move to the single transformation rule under EBA: EU textile and clothing imports,

LDCs vs other developing countries
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PreferencdJtilizationRates PUR}E

Figure 3: Utilization Rates
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Notes: This figure displays the average utilization rate of the EU’s Everything But
Arms agreement for apparel products by year. The data are broken down by product
type (woven versus knitted apparel) and exporter type (LDCs versus non-LDCs).

Passage to single transformatiame for EBA (i.e. fotDC¥in January Sytsma, 2021
2011 (vertical bar) Controllingfor other factors EBA PUR up by 50% at
pre-baselinelevelwith PURNcreasehigherfor productswith highernon-

preferentialtariff rates



AFCFTAegotiationson harmonization

Objective:harmonizeboth the Regimewide rules(RWR¥ and ProducspecificRules PSR
across8 AfricanRegionaEconomicCommunitie§RECE Stillongoing(like thoseon TFTA)

RWRsAgreement has beereached(seedetailson the 30RWRsn extra slides)

A Bottomline: FormostRWRgand on simpleverageacrossRWR}

A Differences for flexibility are greater than for transparency, probabisflaction

of the greater difficulty in reaching agreement on flexibility than on transparency.

Third, there is less uniformity on both types of provisions for certification than for proces

Onpositiveside following agreements have contributed towards reducing compliance cos
A All PTAs have the same set of provisions on transparency for procesmtbut

on transparency provisions for certification.

A Forboth types of provisions, there is greater uniformity on transparethew

on flexibility.

On the negative siddollowing RWR provisions that would have reduced compliance costs
but have not been included IAfCFTA

Provision for dutydrawback

Provision for seltertification

Third-party invoicing, arguably an important missed opportunity

Allow for nondirect transport (allowed under TFT and ECO)

Not imposing principle of territoriality (allowed under SADC, ECO ang COM

Next slide orPSRs



Distribution ofmost common PSRsAfCFTAcross African RECs over 5387 HS6
codes: (18%) of codes yéb be agreed as adfanuary 2021

Other(362) | CTC(881) RVC (563)

|

764

Source: Gourdon et al. (2021)

A Agreement has been reached with single criteria PSR for 41% of HS6 codes (\&D, R
40%, CTH) and on another 37% agreement has been reached for a choice criterion acc
(CTH or RVC %8 ,and (CTHor RVC 40% or pP

Ab23S GKIGd GKS &SG G42 o60S F3INBSR OFasS3z
(exceptions or technical ROO)




Agreed PSRs have lower preferential margins, higher regulaton
similarity and lower index values of restrictiveness

PSRs iAfCFTA AveragePrefmargin | Average Regulatory R-index
similarity

=S (87% of tariff lines) 11%
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Gourdon et al. (2021b)



Time totakeseriouslythe unecessargomplexity
of Rulesof Origin

REMINDEREXxcerptfrom the conclusion of aevaluationof EU and UBTASN
the World TradeReview(2006)where we mentionour hopethat a reportwe
hadjust submittedto the EC commissionould lead tosuchd A Y LI A FA O (i

Second, this paper — together with several other recent ones — substantiates the
hypothesis that the complexity and restrictiveness of RoOs has something to do
with special-interest pressure. It follows that the argument in favor of simplifi-
cation, possibly going as far as the uniform rule currently considered by the EU
Commission, is desirable not just for the direct reduction of compliance costs,
but also, and perhaps more importantly, to take RoOs out of the reach of special-
interest pressures. The argument here is essentially the same as that in favor
of uniform tariffs: departures from uniformity being very salient, the hurdle for
special-interest groups to distort the instrument is bigger.

19



Arisingtide
Average number of different PSRs at the HS6 product level (5387 products
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* After elimination2 BimitHKPSRY. ¢ Rubsdf OriginFacilatoristsover 54,000
distinctPSR# a data base of 370 (P)TAs10 times morghan HS6 codes 20



Resultof ITCIrm surveyon NTMg1)

(20,000 interviews in 38 countries 260R018)

A Perceptiongollectedfrom interviewswith firms
A 20% ofburdensomeNTMsare relatedto ROO (foboth developedand

developingcountries) and arenuchhigherfor manufacturing

Manufacturing Agriculture

D

24% ' 24%
9% 4
1% 2% %
2% 2%

5%

Source: ITC NTM surveys, 2010-2018.

Note: The pie chart presents the share of cases linked to RoO in the total number of all NTM related
trade obstacles reported by exporters in 38 developing countries. This includes both measures
applied by home and partner countries. The charts reveal that 8% of NTM cases reported by
agricultural exporters are linked to RoO, whereas in the manufacturing sector, this share makes up

23%.

= Conformity assessment

= Quantity control measures
Price control measures
Export related measures

m Technical requirenments
Pre-shipment inspection and other entry formalities

= Finance Measures
= Rules of origin
m Other

21



Resultof ITCIrm surveyson NTMg2)

(20,000 interviews in 38 countries 2602018)

A Highestsharesof ROCgrelated NTMsare for nonelectricalmachinery clothing metal
A Procedurahurdlesperceivedas the main NTM obstacle for R(¥Beextra slides)



