
210

IV. �Special topic: 
Utilization of preferential 
tariff treatment for 
products exported by 
least developed countries



211

	 Introduction	 212

	 Measuring utilization of preferential tariffs	 213

	 Data sources and limitations	 214

	 Presentation of analysis and tables	 215



212
Download the data:
www.wto.org/statistics

WTO ITC UNCTAD
World Tariff Profiles 2018

Introduction

Despite decades of growth in 
merchandise exports, least developed 
countries’ (LDCs) participation in 
world trade remains relatively marginal. 
Forty-seven countries currently 
classified as LDCs accounted for 
only 0.9% of world exports in 2016. 
Various trade policy initiatives have 
been designed globally to improve 
the export performance, with the 
aim to alleviate poverty, generate 
economic growth and contribute to 
sustainable development. In recent 
years, both the United Nations Istanbul 
Programme of Action for LDCs as well 
as the UN Sustainable Development 
Goals (SDGs) have recognized the 
importance of enhanced market 
access opportunities for LDCs. 1

Non-reciprocal preferential tariff 
schemes started to gain momentum 
in 1979 through the “differential and 
more favourable treatment reciprocity 
and fuller participation of developing 

countries”, also known as the Enabling 
Clause, adopted as part of the Tokyo 
Round of the General Agreement 
on Tariffs and Trade. The decision 
allows developed country members 
to provide non-reciprocal preferential 
tariffs to developing countries and 
LDCs. The Enabling Clause was 
complemented in 1999 by a waiver 
decision allowing developing country 
members of the WTO to grant 
preferential market access to LDCs. 
Although preferential tariff schemes 
are often neither fully comprehensive 
nor universal, LDC products enjoy in 
many export markets preferential tariff 
treatment either through reciprocal 
regional or bilateral tariff schemes 
or more often through preferential 
trade arrangements (PTAs).2

This section examines preferential 
market access granted to improve 
the export performance of LDCs 
and to what extent these preferential 

schemes have been utilized. The 
tables presented below are based on 
import data submitted to the WTO 
Secretariat by preference-granting 
WTO members in accordance with the 
notification requirements of the PTA 
Transparency Mechanism, established 
in December 2010 (WTO WT/L/806).3

The data indicate the usage of current 
preferential tariff schemes, providing 
two new analytical dimensions for 
developed and major developing WTO 
members who grant preferences 
to LDCs. The analysis highlights 
how LDCs benefit from preferential 
customs duties for products subject 
to most-favoured nation (MFN) duties 
that are above zero. Secondly, an 
analysis of the products eligible for 
preferential treatment is presented, 
showing utilization rates of members’ 
preferential tariff schemes for LDCs 
as well as the use of other “competing” 
preferential duty arrangements.

1.	 In particular, SDG target 17.11.
2.	 See SDG targets 10.a, 17.12 and WT/COMTD/W/222 of 22 November 2016.
3.	 Relevant information notified to the WTO Secretariat with regard to the PTA Transparency Mechanism can be consulted in the PTA database  

(http://ptadb.wto.org).

http://www.wto.org/english/res_e/statis_e/statis_e.htm
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Measuring utilization of preferential tariffs

WTO members’ imports from partner 
countries are usually subject to a 
tariff which is applied on a MFN basis. 
The MFN duty can be duty free, or 
above zero. Preferential tariffs can 
only be granted for products that 
have a customs duty above zero. In 
addition, preferential regimes often 
do not apply across all product lines. 
The number of excluded product lines 
can be very limited, as is the case 
for many preferential schemes for 
LDCs. Occasionally, a larger number 
of products may be excluded, such 
as in some Generalized System of 
Preferences (GSP) schemes.

Various concepts and methodologies 
may be used to measure “preference 
utilization”. 4 The data submitted to the 
WTO Secretariat in compliance with 
the PTA Transparency Mechanism 
contain tariff and import information 
at the level of tariff lines, identified by 

partner and preferential tariff scheme. 
All imported products can therefore be 
classified into five different categories 
(A, B, C, D, E), as shown in Figure 1. 
Total imports are the sum of these five 
categories [TOTAL = A+B+C+D+E].

Two types of measurement are 
used in the analysis: utility ratio and 
utilization ratio, as explained below.

(a)	Utility ratio: This is based 
on import statistics by value, 
indicating the share of imports 
using a preferential tariff scheme. 
This measure reflects the share 
of imports receiving a given 
preferential treatment over all 
imports. The utility ratio presented 
in Table A.1 and Table A.2 show: 
(1) a ratio calculated as [C+D]/
[TOTAL]. The ratio presented in 
column 2 includes further MFN 
duty-free trade and is calculated 
as [A+C+D]/[TOTAL].

(b)	 Utilization ratio: This focuses only 
on imports eligible for preferential 
treatment: [C+D+E]. The ratio 
assesses the share of imports that 
make use of a specific preferential 
trade arrangement. MFN duty-free 
imports are not taken into account. 
The “utilization ratio” therefore 
provides information on imports that 
have reportedly benefited from a 
preferential tariff scheme compared 
with imports of all products eligible 
for preferential tariff treatment. The 
results presented in Table B.1 and 
B.2 show in the first column the 
utilization rate of the LDC scheme 
accorded by a preference-granting 
WTO member: [C]/[C+D+E]. This 
ratio is complemented by column 2, 
which presents the combined 
utilization rate of all preferential tariff 
schemes used by LDCs for products 
covered by the country-specific LDC 
tariff scheme: [C+D]/[C+D+E]. 

4.	 Other measurement methodologies to calculate preference utilization are presented in G/RO/W/161.

Figure 1: Overview of imports by preferential tariff schemes 

                     

  Imports at the tariff line level and by partner country  

   

  MFN = 0 MFN > 0  

   

  Not covered by LDC/GSP 
preferences Covered by LDC/GSP preferences  

   

  LDC/GSP 
used   Any other 

pref. used   No pref. 
used  

   

  A B C D E  

                     

http://www.wto.org/english/res_e/statis_e/statis_e.htm
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5.	 For more information on underlying data and data limitations, please consult G/RO/W/168/Rev1.

Data sources and limitations

Figure 2: List of PTAs included in the analysis

Provider of 
preferential tariffs PTA type Year of data 

notification

Australia GSP-LDC 2016

Canada GSP-LDC 2016

Chile LDC-specific 2015

China * LDC-specific 2015

European Union GSP-LDC 2016

India LDC-specific 2015

Japan GSP-LDC 2016

Korea, Republic of LDC-specific 2016

Norway GSP-LDC 2016

Switzerland GSP 2016

Chinese Taipei LDC-specific 2016

United States GSP-LDC 2016

*	 Import data for China has been submitted to the WTO Secretariat, and complemented 
by LDC preferential tariff data sourced from the International Trade Centre (ITC).

Source: Preferential Trade Arrangements database (http://ptadb.wto.org).

The analyses use data submitted to 
the WTO Secretariat by WTO members 
who grant preferential treatment to 
LDCs in line with the requirements 
of the Transparency Mechanism for 
Preferential Trade Arrangements 
(WT/L/806) established by the General 
Council decision of 14 December 2010. 
Members are obliged to notify on an 
annual basis for all products covered 
by non-reciprocal preferential tariff 
lines, the import values by partner and 
the preferential tariff schemes used. 
Tables A and B are based on these 
submissions, as summarized in Figure 2.

There are a number of data 
limitations which may affect the 
interpretation of the results. 5 The 
notification requirements, as set out 
in the Transparency Mechanism for 
Preferential Trade Arrangements, 
refer to annual tariff and import data. 
The import data should show the 
detailed import flows at the level of the 
individual tariff line by the preferential 
tariff scheme used for importing the 
products. In most cases, the data 
shows the usage of LDC/GSP and 
other schemes. For the latter, some 
members provide a detailed account 
of each scheme used while others 
group all schemes into one category. 
In addition, some members notify 
imports by tariff schemes based on 
“requested” or “claimed” customs 
declarations although the transaction 
might have been rejected after customs 
clearance. In these cases, utilization 
of preferential trade arrangements 
may be slightly overestimated.

Although a specific product may be 
covered by a preferential tariff scheme, 
some imports of this product may be 
refused the use of the preferential tariff 
rate because certain requirements are 

not met. For example, one shipment 
may not be eligible for preferential 
treatment because rules of origin 
requirements may not have been 
met. Another shipment of the same 
product that meets the rules of origin 
requirements, on the other hand, may 
be eligible and receive preferential 
treatment. Furthermore, it is possible 
that not all preferential tariff schemes 
are notified to the WTO. Consequently, 
they are not included in any calculation. 
In most cases, tariff rate quotas 
have not been taken into account.

A specific product may sometimes 
benefit from two or more preferential 
tariff schemes. Some members 
listed in Figure 2 grant preferential 
market access to LDCs through the 
GSP scheme and through another 
preferential tariff scheme. The United 
States, for example, grants preferential 

market access through the African 
Growth and Opportunity Act (AGOA) 
to many African LDCs as well as 
through the GSP scheme. Also, the 
European Union uses its comprehensive 
duty-free arrangement “Everything 
but Arms” (EBA) in addition to the 
Economic Partnership Agreement with 
Eastern and Southern Africa (ESA) for 
some LDCs. The analyses show that 
in these cases the utilization rate of 
the GSP preferences is relatively low 
compared with other WTO members 
granting preferential tariffs. To address 
this problem, an additional measure 
that includes “all other preferential 
duty schemes” has been added to the 
analysis. In this way, the utilization ratio 
captures all preferential tariff schemes 
that LDCs could potentially benefit from.

http://www.wto.org/english/res_e/statis_e/statis_e.htm
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Presentation of analysis and tables
The research analysis presented 
in the tables below shows ratios of 
“preference utility” and “preference 
utilization” for products exported 
by LDCs to developed and certain 
developing countries who grant 
preferential tariffs, in line with the 
methodology discussed above.6  
First, the ratios are mapped for each 
WTO member granting preferential 
tariffs across 22 product categories. 
A second table displays data by 
LDCs benefiting from preferential 
tariffs.7  The ratios need to be 
interpreted with care in regard to the 
data limitations outlined above.

Tables A.1 and A.2 show “utility” ratios 
of LDC products imported by WTO 
members granting preferential tariffs, 
according to the notified tariff scheme 
as applied by customs. The percentage 
shares reveal the significance of 
preferential tariffs and MFN duty-free 
rates applied to imports as opposed 
to total imports from these LDCs.

(a)	 Column 1 shows the ratio of imports 
entering under any preferential tariff 
scheme available to LDCs. These 
include GSP schemes and others 
such as the AGOA. The second 

column shows the ratio of imports 
using any preferential tariff scheme 
(as shown in column 1) as well as 
imports entering duty free on a MFN 
basis. The percentage of products 
that have entered with above-zero 
MFN tariffs can be calculated by 
subtracting column 2 from 100. 

(b)	 Utility ratios range from 0 per 
cent (no utility) to 100 per cent 
(full utility). The data suggest that 
market access for LDCs across 
products and beneficiary countries 
is often very significant, as shown 
by preferential trade arrangements 
(column 1) and further enhanced 
by including MFN duty-free trade 
(column 2). However, the data 
also reveal that not all products 
and LDC beneficiaries are able 
to fully capture preferential 
market access conditions. 

Tables B.1 and B.2 present “utilization” 
ratios of LDC products imported by 
WTO members granting preferential 
tariffs. The percentage shares reveal 
the extent to which preferential tariff 
schemes are used, as only tariff lines 
with a positive preference margin 
are taken into consideration.

(a)	 The first column shows the 
utilization of preferential tariffs 
under the LDC duty scheme. 
The second column presents 
utilization rates of any preferential 
tariff scheme available to exports 
from LDCs that are included in 
the country-specific LDC duty 
scheme. MFN duty-free trade is 
excluded from the calculation.

(b)	 Preference utilization ratios range 
from 0 per cent (no preference(s) 
utilized) to 100 per cent (full 
preference utilization). Most 
developed members offer full 
or nearly full duty-free quota-
free (DFQF) market access for 
products imported from LDCs. 
Also some developing members 
offer significant DFQF market 
access to LDCs or are in the 
process of phasing-in their DFQF 
commitments.8  The data on 
preference utilization indicate a 
large variation among sectors 
and LDCs. The data show that 
despite significant advances in 
DFQF, not all imports eligible for 
preferential tariff treatment are 
actually using these advantageous 
market access conditions.

6.	 Only LDCs that are listed as beneficiaries of each member’s preference granting scheme are included in the analyses.
7.	 Definition of these product groups based on the Harmonized System nomenclature is defined on pp. 31-32.
8.	 As adopted at the 6th Ministerial Conference in Hong Kong, China, in December 2005, Annex F, WT/MIN(05)/DEC.

http://www.wto.org/english/res_e/statis_e/statis_e.htm
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