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GENERALI ZED SYSTEM OF PREFERENCES

Notification by New Zeal and

Background

Since 1972 New Zeal and has operated a Ceneralized Systemof (Tariff)
Preferences (GSP Schene) providing tariff preferences for goods inported from
devel opi ng countries and Least Devel oped Countries (LDCs). For devel opi ng
countries there is a standard 20%reduction in normal tariff rates and for LDCs,
nost products enter New Zeal and duty free. In addition, Pacific Island countries
trade under the nore extensive tariff preference provisions of SPARTECA the
Sout h Paci fic Regional Trade and Econom c Cooperati on Agreenent which entered
into force in 1981.

New Zeal and has recently reviewed its GSP schene to determ ne whether any
changes to the scope, coverage and/or operation of the GSP were warranted in view
of significant changes in the donestic and international environments since the
| ast conprehensive review in 1988.

This revi ew t ook pl ace agai nst the background of New Zeal and’ s overal |
novenent towards zero tariffs. By 2000, nost nornal tariffs - covering 89% of New
Zealand tariff items - will be at zero or 5%duty. GSP preferences will be
mnimal since for all those itens, the standard margin of preference will be zero
or 1% For the remaining 11 per cent of tariff lines the margin of preference
will range between only 1 and 3%

Post - 2000, the CGovernnent has indicated its intention to nove quickly to
zero tariffs, well before the Action Programme for Econonic Cooperation (APEC)
deadl i ne of 2010 (for exanple, tariffs on najor vehicles will be renoved by 2002
at the latest). |In addition to unilateral reduction programres, New Zeal and wil |
continue to participate in regional and international activities such as the APEC
sectoral liberalization initiative and Wrld Trade O gani zation (WO zero for
zero agreements.

The review deternined that changes in the New Zealand tariff regime and
in the international trading environment nmean that New Zeal and’ s GSP Schene,
created 25 years ago, is no |onger appropriate and that certain nodifications are
required.

Changes to the New Zeal and GSP_Schene

In light of the review, the New Zeal and Governnent has deci ded:

(a) that the New Zeal and GSP schene will continue inits current formfor

| east devel oped countries. They will continue to enjoy duty-free access except
on sone footwear and some apparel. The Government agreed that the GSP schene be
formal |y abolished when the normal rates fall to zero for all tariff itens that
recei ve LDC pr ef er ences;

(b) that devel opi ng country preferential rates under the GSP schene will be
frozen at 1 July 2000 and will then phase out as normal tariffs reduce to zero.
There will be no increases in devel oping country tariff rates while the process
i s being inplenented,

(c) that the product graduation el ement of the schenme be abolished at the
earliest practicable date (on or before 1 January 1998) and that all previously
graduat ed products be reinstated to devel oping country rates fromthat date).

As regards product graduation, under New Zeal and’s current GSP schene,
when inports froma devel opi ng country under a particular tariff itemexceed the
twi n benchrmarks of inport share (25%of total inports) and a certain value for
duty (Nz$122,000 in 1996), those inports lose their preferential status. The
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Covernnent considered this ‘product graduation elenent of the scheme was not
fully consistent with its overall policy of tariff reductions sine it created
uncertainty and unpredictability for devel oping country exporters and New Zeal and
i mporters, and accordingly deci ded on the change above; and

(d) that the existing policy on country graduation is to remai n unchanged.
Since 1984, the New Zeal and GSP schene has graduated those countries and
econoni es whose per capita G\P was above 70% of New Zealand’s (i.e. all tariff
preferences are | ost when an econony’s per capita G\P reaches 70% of New Zeal and
level G\P).

However, the Covernment has al so had a policy of allow ng any country
affected by country graduation to apply for reinstatenent of preferential duty
rates on nomnated tariff itens which were significant to that country. Only
three econom es have ever applied for reinstatement of preferential treatnent for
certain itens and an agreed list of itens was consolidated i nto a new concessi ons
category. In the context of the Governnent’s general reformof the GSP schene
and the fact that reinstated inports are insignificant (NzZ$13,564, with duty
forgone to the anount of NzZ$517 in 1996) and have steadily declined over recent
years, the Government has decided to revoke this special tariff concessions
cat egory.

Concl usi on

The changes nmade to the GSP schene are part of the Governnent’s
continuing efforts to reduce tariffs and rationalize the tariff structure in New
Zeal and, while preserving benefits for developing and, in particul ar, |east
devel oped trading partners. The CGovernment is commtted to a policy of further
tariff reductions and in this regard has comrenced a tariff review exercise to
determne the tinmetable for renoving all tariffs well before 2010



