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HANDBOOK ON THE SCHEME OF CANADA
PREFACE

Thi s Handbook is intended to give, in a consolidated and
concise form information regarding the tariff advantages
avai l abl e to devel opi ng countries under the schene of generalized
pref erences of Canada, and the conditions under which goods
qualify for preferential treatnent on inportation into Canada.
Sone i nformati on about two other preferential concessions of
interest to certain specified devel oping countries is provided,
as well as a description of the special reginme for handicraft
products.

The Handbook has been prepared by the UNCTAD techni cal
cooperation progranme on narket access, trade |aws and
preferences (INT/97/A06) primarily for use within the context of
project activities.

It should be noted that the description of products is given
in ternms of the Harnoni zed Commodity Description and Codi ng
System on whi ch the Canadi an Custons Tariff is based. The UNCTAD
secretariat appreciates the assistance and cooperation of the
Canadi an Government in the preparation of this Handbook.

Al t hough based on official texts, the Handbook cannot be
regarded as a substitute for these texts. Further information
may be obtained by witing to the:

Oigin Determnation Directorate
Revenue Canada

6th floor, Connaught Buil ding
Otawa, Ontario

K1A QL5 Canada

Tel: (1 613) 954 6980
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BACKGROUND

Canadi an | egislation inplenmenting a systemof tariff
preferences in favour of devel oping countries was brought into
effect on 1 July 1974, as part of a concerted international
effort by industrialized countries to assist devel opi ng countries
to expand their exports and thus increase their foreign exchange
ear ni ngs.

The Canadi an schene, after an initial period of 10 years was
renewed in 1984 with a nunber of inprovenents, including expanded
coverage. Simlarly, the schene was again renewed in 1994 until
2004.

The General Preferential Tariff (GPT) rates and coverage
were reviewed in 1995 to take into account the effect of erosion
on the margin of preference of the Uruguay Round on Miltil ateral
Trade Negotiations. The review resulted in an expansi on of
product coverage and |lower GPT rates of duty. (The GPT is the
Canadi an designation of its GSP schene.)

DEPTH OF TARIFF CUTS

GPT rates range fromduty-free to reductions in the nost-
favoured-nations (MFN) rate.

PRODUCT COVERAGE

Canada grants preferences for goods, including selected
agricultural products, of export interest to devel oping
countries. Sone products, such as certain textiles, footwear,
products of the chemcal, plastic and allied industries,
specialty steels and el ectron tubes are excluded fromthe schene.
The list of covered agricultural products is contained in Annex
1. Annex IIl covers both industrial and agricultural products
whi ch are not covered by the Canadi an schene. |In order to
determ ne GSP rates for covered industrial products, it is
necessary to refer to the Canadi an Custom Tariff.

SAFEGUARD MEASURES

In accordance with Article XI X of the CGeneral Agreenent on
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Tariffs and Trade (GATT-1994), Canada nay take enmergency action
in respect of products that are inported in such quantities and
under such conditions as to cause or threaten to cause serious
injury to donmestic producers of like or directly conpetitive
products by withdraw ng or nodifying it’'s preferenti al

concession. Under the |legislation, the Canadi an |International
Trade Tribunal (CITT) may be directed by the Mnister of Finance
to conduct an inquiry into any conplaint submtted by a Canadi an
producer claimng that he has suffered or may suffer injury as a
result of factors connected with the Anti-Dunpi ng Code and the
Code on Subsidies and Countervailing Duties of the Wrld Trade
Organi zation (WO (GATT-1994). If it is satisfied that there is
a prima facia case of injury and it judges the renoval of the GPT
concession would renove the injury, it will conduct a public
inquiry and make reconmendations to the Governnent. According
to the recomendation of the CITT, the Governnment may w t hdraw
the GPT concession or establish tariff rate quotas.

RULES OF ORIGIN

In order to be eligible for GPT rates, products nust neet
origin criteria and the rule of direct consignnment prescribed by
Canada. The origin of the goods nust be supported by the
prescri bed docunentary evi dence.

Whol | v obt ai ned goods

The foll owm ng goods shall be deened to be bona fide the
product of a beneficiary country and to have originated in the
beneficiary country:

(a) Mneral products extracted fromthe soil or sea-bed of
the country;

(b) Vegetabl e products harvested in the country;

(C© Live animals born and raised in the country;

(d) Products obtained in the country fromlive ani nals;

(e) Products obtained by hunting or fishing in the country;

(f) Products of sea fishing and other marine products taken
fromthe sea by vessels of the country;
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(g) Products nmade on board factory ships of the country
exclusively fromproducts referred to in paragraph (f);

(h) Waste and scrap resulting from manufacturing operations
of the country;

(I') Used articles of the country inported into Canada for
use only for the recovery of raw materials; and

(j) Goods produced in the country exclusively fromthe
products referred to in paragraphs (a) to (h).

Goods with an inport content

Products manufactured in a beneficiary country wholly or
partly frommaterials, parts or conponents originating outside
the country or of undeterm ned or unknown origin are deened to be
bona fide the growh, produce or manufacture of the beneficiary
country if the value! of the inport content anpunts to not nore
than 40 per cent or, in the case of a | east devel oped country,
not nore than 60 per cent of the ex-factory price? of the goods
as packed for shipnment to Canada (percentage criterion).

In calculating the value of the inport content, any
mat erials used in the manufacture or production of the goods,
originating fromany other beneficiary country (gl obal
curmul ation) or from Canada (preference-giving country content
rule) and any packing required for the transportation of the
goods, but not including packing in which the goods are
ordinarily sold for consunption in the beneficiary country, shal
be deenmed to have originated in the beneficiary country.

Exanpl es for calculating the percentage of inport content under
gl obal cunul ati on and the preference-qgiving country content rule

1. Radi o sets manufactured in the Philippines, ex-factory price
per unit C$100 with the following inported materials, parts

! Value of inported inputs is defined as their custons value at the tinme of inportation
into the preference-receiving country or, in the case of inputs of undeterm ned origin,
the earliest ascertainable price paid for themin that country.

2  The ex-factory price is the total value of: (a) materials, (b) parts, © factory
overhead, (d) Ilabour, (e) any other reasonable cost incurred during the nornmal
manuf acturing process (e.g. duties and taxes paid on materials inported into a beneficiary
country and not refunded when the goods were exported), and (f) a reasonable profit. Any
costs incurred subsequent to the goods leaving the factory, such as freight, |oading

tenporary storage, are not included in the ex-factory price calcul ation.



and conponents:

(I') Integrated circuits and di odes made i n Japan, val ue per
radi o set C$45; and,

(1'l) Speakers nade in Hong Kong, value per radio set C$15.

The inported inputs in this case anbunt to C$45 (integrated
circuits and diodes) accounting for 45 per cent of the ex-factory
price, whereas under gl obal curnulation the speakers are

consi dered as devel oping country input. However, the radio sets
do not qualify as originating products, because the value of the
i nport content exceeds 40 per cent of the ex-factory price. |If
the integrated circuits and di odes had been made i n Canada, they
woul d count as preference-giving country content, and the radio
sets would qualify as originating products.

2. Radi o sets nmanufactured in Bangl adesh, ex-factory price per
unit C$100, with the following inported materials, parts and
conponent s:

(I') Integrated circuits and di odes made i n Japan, val ue per
radi o set C$45; and,

(ii) Speakers nmade in India, value per radio set C$15.

The inmported inputs in this case anbunt to C$45 accounting for 45
per cent of the ex-factory price. Since Bangladesh is designated
as a | east devel oped country, the inport content does not exceed
the 60 per cent allowed and the product qualifies as an
originating product.

Unit of qualification

For the purposes of determning the origin of goods, each
article in a shipnent shall be considered separately, except
where a tariff itemspecifies that a group, set or assenbly shal
be considered to be one article. Furthernore, tools, parts and
accessories inported with an article, that constitute the
standard equi pnent customarily included in the sale of articles
of that kind, and the price of which is included in that is that
of the article and for which no separate charge is nmade, shall be
considered as formng a whole with the article. An unassenbl ed
article that is inported in nore than one shipnent because it is
not feasible for transport or production reasons to inport it in
one shi pnent shall be considered to be one article.



Direct consi gnnent

The goods for which preferential treatnent is clai ned nust
be shipped directly fromthe preference-receiving country of
origin to a Canadi an consi gnee in Canada.

In the case of goods inported into Canada from a beneficiary
country but passing in transit through the territory of an
internedi ate country, the goods will lose their GPT eligibility,
unl ess:

- they remai n under custons transit control in the
i nternedi ate country;

- t hey do not undergo any operations in the internedi ate
country ot her than unloading, reloading, splitting up
of | oads or operations required to keep the goods in
good condition;

- they do not enter into the trade or consunption in the
i nternedi ate country;

- they do not remain in tenporary storage in the
internmedi ate country for a period exceedi ng six nonths.

Docunentary evi dence

The goods for which the GPT is clainmed shall be invoiced
separately from ot her goods and nust be acconpani ed by a GSP
Certificate of Origin FormA.  The Form A nust be signed by the
exporter in the beneficiary country fromwhich the goods were
consigned to Canada. It nust bear a full description of the
goods and the marks and nunbers of the package and nust be cross-
referenced to the custons invoice.

Form A is not required for GPT eligible goods of a val ue not
exceedi ng C$300 inported in a traveller’s baggage or consigned
froman individual in the beneficiary country to an individual in
Canada and not intended for resale. 1In this case, a statenent
signed by the vendor of the goods in the beneficiary country
indicating that the goods are the growth, produce or manufacture
of the beneficiary country nmay be presented by the inporter to
custons in lieu of a FormA.

HANDICRAFT PRODUCTS
Ceneral

Canada grants duty-free entry for handicraft products
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cl assified under Code 2955 of the Canadian Custons Tariff. This
treatnment is granted on condition that the products concerned:

() Qualify for GPT treatnent;
(i) Are listed in the schedul e of handicraft goods;
(rit) Meet the definition |aid down for that

pur pose; and,
(iv) Are covered by special docunentary evidence.
The text of the regulation concerning the “Order Respecting the
Desi gnati on of the Handicraft Goods for the Purpose of Code 2955”
can be found in Appendix V.

Definition of handi craft products

Handi craft products claimng entry under this code nust
possess traditional or artistic characteristics that are typical
of the geographical region in which they were produced. In
addition, they nust have acquired the traditional artistic
characteristics by the handi work of individual craftsnen.

Handi craft articles are restricted to those goods listed in the
foll ow ng Schedul e to the Regul ati ons.

1. The followng articles, if conposed wholly of or in chief
part by value of wood, nanely puppets, nusical instrunents
(other than guitars, viols, harpsichords of copies of
antique instrunents), gourds, and cal abashes, incense
burners, retables, fans, screens, |acquer ware, hand-carved
pi cture franmes, hand-carved figurines of aninmals, religious
synbol s and statuettes.

2. The followng articles, if conposed wholly or in chief part
by val ue of bread dough, nanely, ornanments, mrrors,
figurines.

3. The followng articles, if conposed wholly or in chief part

by val ue of clay, nanely, hookahs, nargiles, candel abra,
i ncense burners.

4. The followng articles, if conposed wholly or in chief part
by wei ght of vegetable fibres or vegetable materials other
than linen, cotton or corn husks, nanely, figurines, fans,
hats, nusical instrunents, toys, sitkas, greeting cards and
wal I hangi ngs.
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5. The followng articles, if conposed wholly or in chief part
by val ue of paper or papier maché, nanely, figurines, masks,
baskets, artistic cut-outs.

6. The followng articles, if conposed wholly or in chief part
by val ue of | eather or hide, nanely, puppets, bellows,
pouffes, bottle cases, wine or water bottles, jugs.

7. The followng articles, if conposed wholly or in chief part
by val ue of coconut shell, nanely figurines, costune
jewel l ery, beads, belts, hair pins, button | anp bases, and
key hol ders.

8. The following articles, if conposed wholly or in chief part
by val ue of nother of pearl, horn, shell including tortoise
shell, or coral, nanely, nusical instrunments, chines, cobs,

fans, buttons, |anp bases, and key hol ders.

9. The followng articles, if conposed wholly or in chief part
by val ue of base netals, iron, steel, tin, copper, pewter,
bronze, brass, nanely, hookahs, nargiles, nusical
instrunments, bells, gongs, incense burners, nmasks, adzes,
mat t ocks, finger and keyhol e plates, door handl es and | ocks,
hi nges and | at ches, sanobvars, kukris, machetes.

10. The following articles, if conposed wholly or in chief part
by value of glass, nanely, bracelets, nargiles, hookahs.

11. The following articles, if conposed wholly or in chief part
by wei ght of wool or cotton, nanely, fabrics decorated with
crewel enbroidery, hand-woven sem -finished wall hangi ngs on
backstrap | oons, reverse hand sewn appliqué wall hangi ngs,
and hurries.

12. The following articles, if conposed wholly or in chief part
by val ue of stone, nanely, |anterns.

The foll owi ng products are not accepted as handicrafts:

() Utilitarian goods with no distinguishing form or
decoration

(rn) Copi es, imtations, by whatever neans, of
traditional, decorative, artistic or indigenous
products of any country other than the country of
production; or

(rer) Products which were produced in large quantities



11
by sophisticated tools or by noul di ng.

The use of tools in the manufacture of handicraft products
is admtted as long as the tools are held in the hand, or are not
power ed by machi ne ot her than those powered by hand or foot
power. Products nade fromwood or fromcertain base netals as
listed in the schedul e are accepted as handnade if not nore than
their primary shape is attai ned by nmechanically powered tools or
machi nes. In the case of |eather products listed in the
schedul e, the | eather cannot be finished beyond tanning ot her
t han by i ndividual craftsnen.

Document ary evi dence

A claim for duty free entry of handicraft products is to be
supported by a special Certificate of Handicraft Goods.® 1In
addition, it would be useful for inporters to have on hand a GSP
Certificate of Origin FormA required for GPT qualification; the
products that do not qualify for entry as handicraft products
under Code 2955 nmay be eligible for entry at GPT rates of duty.

It is therefore recommended that exporters of handicraft articles
conplete both a special Certificate of Handicraft Goods and a GSP
Certificate of Oigin FormA.

SPECIAL TREATMENT FOR LEAST DEVELOPED COUNTRIES (LDCS)

Forty-eight countries designated as LDCs benefit from duty-
free entry for all products eligible for GPT treatnent.
Furthernore, under the rules of origin (and al so under the rules
of global cunulation) the inport content allowed for goods to
qualify for GPT eligibility is raised to 60 per cent instead of
the 40 per cent permitted for other devel oping countries (see
“Goods with an inport content”). Countries eligible for this
treatment are listed in Appendix |V.

OTHER TARIFF TREATMENTS

In addition to the GPT and special duty rates for LDCs under
the GPT schene, Canada also offers two other preferential schenes
of interest to certain specified devel oping countries. These

8 The Certificate of Handicraft Goods does not exist as an already printed form and the
certificate produced for this purpose nust have the same |ay-out and contain verbati mthe
sanme information as that shown in Appendix V. The Certifying authorities can be a
governnent al body of the beneficiary country or any other body approved by the Governnent
of that country and recogni zed by the Mnister of National Revenue for that purpose.
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schenes are as foll ows:

British Preferential Tariff (BPT)

This treatnent is offered to nmenber countries of the British
Commonweal th of Nations. It applies only to certain select goods
which are indicated in the Canadian Tariff Schedule. Wth the
i ntroduction of the Harnoni zed System based Tariff in 1988, the
product coverage of the BPT was substantially reduced since for
the nost part beneficiary countries were already eligible for the
sanme rates under the GPT. The BPT may still be of interest to
Commonweal th menbers since it provides reduced rates on certain
textile and agricultural products which are not covered by the
Canadi an GPT.

In order to be eligible for the BPT, 50 per cent of the cost
of production of the goods nust be the growth, produce or
manufacture of a British Commonwealth country. Cunulation is
al | oned anong Commonweal th nmenbers and the goods nmust be shi pped
directly fromthe Commonweal th country in which they are finished
to Canada. Transhi pnment through a non- Conmonweal th port is not
al l oned. See Appendix IV for those countries eligible for BPT
consi derati on.

Cari bcan

Cari bcan preferences are avail able to nost Comonweal t h
Cari bbean States. Qualifying goods are granted duty-free entry
into Canada. Product coverage is simlar to that provided by the
GPT with a slightly broader product coverage for agricul tural
products and processed agricultural goods. Basic qualifications
are the sane as those provided by the GPT, except that cunul ation
is restricted to beneficiary nenbers (Canadi an content is
al | oned) and the goods nust be shipped directly to Canada from a
beneficiary country. See Appendix IV for Caribbean
beneficiaries.

[Note for Internet users: The Annexes to this Handbook are available in hardcopy only
and can be obtained, free of charge, from the UNCTAD Secretariat:

Fax : +4122 907 0044 or E-mail : gsp@unctad.org ]
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