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The World Trade Organization 4!

-

Article 11 (1a) of the GAIT says “each contracting party shall accord to the
commerce of the other contracting parties treatment no less favorable than that
provided for in the appropriate Part of the appropriate Schedule annexed to this
Agreement." As these commitmenti are made by all members, the result is a
Comprehensive set of maximum tariffs on almost all international trade, organized
into thousands of categories and subcategories. Almost all categories of traded
goods are now covered by bound tariffs: 99 percent of developed country imports
and 73 percent of developing country imports, according to the WTO.* The binding
rates need not be zero, and therefore free trade is not necessarily the outconlle,' but
they cannot be changed except through the multilateral processes of negona.nons
among members that take place at the big review conferences of the WTO itself.

. © G. Bowater/Corbis
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Firms that seek to import or export goods therefore know with great certajy
taxes that will be charged on their commerce as it crosses borders, and tarig |
generally remain stable for the years between the negotiating “rounds.”

In the US, the list of tariffs is published by the US International Trade Copy,,
sion and is known as the Harmonized Tariff Schedule (HTS). A selection frop,
US HIS is reprinted in Box 3.1. Each kind of item is assigned an eight-digit .
and a brief description. The HTS lists the ad valorem duty that the US gOVemmem
charges for imports that originate in three categories of countries (the three “Ra
of Duty” columns in the table): these are (i) WIO members (“general”), (i) Speciy
trade-agreement countries (“special”), and (iii) everybody else (column “2”) The
distinctions among items are very fine-grained such that, in the example in By
3.1, chandeliers of brass are charged a 3.9 percent import tariff and chandeliers of
other metals are charged 7.6 percent (for imports from WTO members). On impor
from non-WTO members, the rate is 45 percent for both, and the rate is zen
(ie. free trade) for many trading partners that have signed “special” free-trage
agreements with the US (such as Bahrain (BH), Dominican Republic (P), an
Canada (C)). (These agreements are discussed below.)

There are two further interesting things to note in the Harmonized Tariff Scheg-
ule. First, the rates of tariff themselves are decided by negotiation between the U
and its trading partners. These negotiations are complex and multidimensiona
and so the differences in rate between similar items (such as a hi '
m&mm on brass chandeliers) may come about beca

s on a completely unrelated category of
ce of a domestic int‘_ st group or a polit i

€ on non-
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S were distinct Categories 4p4
bulbs be S€parated intq distinct

pe subdivided so that white bulbs ang green bulp
h“a d different tariff rates? Should glass anqg Plastic

ariff lines? The categories of the HTS are themselyeg governed by another
:tem ational organization, the Worlg Customs Organization (WCO), baseq in

Brussels. It maintains the harmonizeq System down tg the six-digit subheadings;
beyond that, countries are free to make their gwp Sub-subheadings to the 10-digit

b-
Jevel. Changes to the categories are possible only by multilatera] agreement
among the WCO members, The Shrimp-Turtles dispute discusseq below shows
some of the controversy that arises gver interpreting the HTS categories - that
dispute raised the question of whether shrimp caught with fishing nets that
accidentally trapped sea turtles shoyld be considered different than shrimp caught
with turtle-friendly nets. The HTS in its current form

does not allow this, Jt permits

~ distinctions between categories based only on the qualities of the fina] good itself,
ot on the manner in which they were produced. The Shrimp-Turtles case,
owever, suggests that this may one day change.
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