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Why time matters

+ Previous notes prepared by the
Secretariat, focused on individual years
only: G/RO/W/168/Rev.1; G/ROMI1T9;
GIRONVI185; GIROW/187/Rev. T and
GIROMIZ0:

« Itcould be that levels of underutilization
observed, reflect circumstantial rather
than structural pattems

« Hence, underutiization rates for the
, 2015-2019 period are examined to
verify some of the previous findings and

identify pattems or trends
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Import statistics examined
Import statstcs used: five years (2015:2019)

Bilateral annual aggregated imports at the national
tariff line

Values lower than USD 1,000 have been ignored
(86,061 observations) to focus on lines with
significant trade

In total 101,587 “observations” examined

Absence of comprehensive data for China (only
2016 & 2018) and India (only 2015) and other
preferential markets creates a bias in the results
towards the EU (main importer of goods originating
inthe LDC by value)
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Imports eligible for PTA benefits included in
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LDC trade: subjectto strong annual fluctuations
Total trade eligible for preferences, by origin, selected LDCs, in million
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Heterogeneity in underutilization by scheme =2,
Preference underutilization, by preference-granting Member, 20152019 (%)
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Heterogeneity in underutilization among LDCs Z e,
LDCs with improvement or ceterioration of underutiization, 2015-19 (%) =
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Varying levels of underutilization across sectors

Preference tnderutiization by MTN sector, 2015-2019 (%) 2 s
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Underutilization — other observations 2w

« Undenutilization rates are strongly binary:

47% of

observations

No uitzsion

« The greater the variations in annual import values, the greater the variations in

utilization rates.
§ This reinforces the assumption that the ability to utilize preferences is “all or nothing"
o _/ andisinked to the ability {o comply with requirements such as certfication and direct

/:ons\gnmem
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Observations on the Rules of Origin Zn

+ Variations in utiization rates (improvement or deterioration) cannot
reflect changes to the applicable rules of origin since these
requirements remained stable during the period analysed

+ Underutilization rates do not seem to be strongly correlated to a
type of rule or the applicable origin criteria: products subject to the
wholly obtained criterion (e.g. fresh fruits) vs. products subject to more
complex rules (textiles and clothing)

+ This seems to confirm that other factors (other than product-specific rules
of origin) influence utilization: another indication that certification and

& direct consignment obligations need closer examination
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Underutilization — sectoral observations

« Underutilization is high in fresh fruits &
vegetables over the period 2015-2019

+ Exception: low in the EU

* Underutilization in Minerals & Metals over 2015- )
2019 is: L

* Low in EU; Japan; Republic of Korea; and the US
+ High in Australia; Canada; Chile; China; Switzerland;

& Chinese Taipei; and Thailand
-/
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Landlocked LDCs face greater difficulties in utilizing preferences

Freference underutiization, LDCs with sea access vs landiocked LDCs 2015- 2 omomn
2019 (%) 2 s
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