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WHAT ARE PREFERENTIAL TRADE 
AGREEMENTS (PTAS)? 

Reciprocal trade agreements 
between partners to liberalize 
trade in products and services.

Include features such as 
reduced import duties, and 
simplified regulations

Include free trade areas, 
customs unions, and economic 
integration agreements.

Allow more favorable trade 
conditions than other WTO 
members

• Permitted under Article XXIV of GATT 1994.
• Exception to MFN treatment within the Rules subject to fulfilment 
of conditions:

o items on which there is substantial trade to be covered
o the phase out of duties should be within a reasonable length 

of time

Presenter
Presentation Notes
PTAs constitute an exception to the general provision of the Most-Favoured Nation (MFN) of the WTO. The Most-Favoured Nation provision entails that a WTO member grants same conditions of trade to all other WTO members. Under the Most-Favoured Nation provision, a WTO member must extend immediately and unconditionally to all other WTO members the same applicable trade conditions, including import duties, granted to a country or a specific group of countries.  (Article 24.3 permits PTA within wto framework)



GROWTH IN THE NUMBER OF PTAS OVER THE YEARS
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Cumulative Number of PTAs in force (1954-2024)

Source:  WTO (https://rtais.wto.org/UI/charts.aspx)

Notification and Implementation
WTO members are required to notify the PTAs they participate 
in, ensuring transparency and adherence to global trade norms.

Presenter
Presentation Notes
Original signatories 1958 EU treaty on goods and services :Belgium; France; Germany; Italy; Luxembourg; Netherlands RTA Composition: Plurilateral



DIFFERENT TYPES OF PTAS

PTA types

Free Trade 
Agreement 

(FTA)

Partial Scope 
(PS) Agreement Customs Union

Economic 
Integration 
Agreement:

An agreement to 
reduce or eliminate 
trade restrictions 
including tariffs. 

Agreement that offers 
preferential market 
access to the parties by 
reducing or eliminating 
import tariffs on a 
limited amount of 
products.

An agreement to 
eliminate trade 
restrictions and adopt 
a common external 
tariff for imports from 
non-party members.

An agreement that 
eliminates trade 
restrictions amongst 
parties, adopts a 
common external 
tariff and coordinates 
macroeconomic and 
exchange rate 
policies.

E.g. CPTPP

E.g. El Salvador-Ecuador 
PSA

E.g. Southern African 
Customs Union 
(SACU)

E.g. European Union(EU)

Presenter
Presentation Notes
An agreement between countries to reduce or eliminate trade restrictions amongst themselves, including tariffs. For example, the Comprehensive and Progressive Agreement for Trans-Pacific Partnership (CPTPP). CPTPP free trade agreement was signed in March 2018 between 11 countries—Australia, Brunei Darussalam, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, and Viet Nam.



STANDARD FEATURES OF PTAS

Trade in 
Goods

Trade in 
Services Investment Sustainability 

Clauses

PTA

Presenter
Presentation Notes
Trade in Products: Commitments to reduce tariffs.
﻿﻿Trade in Services: Liberalization across various service sectors.
﻿﻿Investment Liberalization: Encourages and protects investments.
﻿﻿Trade Remedies: Includes mechanisms like anti-dumping measures.




TRADE IN GOODS- DETAILED VIEW

Schedule of Tariff Commitments
• Preferential tariffs applicable to partners.

Sanitary and Phytosanitary Measures (SPS)
• Associated with food safety, animal and plant health standards.

Technical Barriers to Trade (TBT)
• Related to technical issues, including labelling requirements.

Trade Remedies
• Antidumping duties, Countervailing duties and Safeguards. 

Rules of Origin
Determines the "economic nationality" of products

Trade in 
Goods

Presenter
Presentation Notes
Schedule of Tariff Commitments: These include commitments by the parties of the Agreement to reduce or eliminate tariffs within a specified period. The tariff reduction negotiated must be lower than the MFN tariffs applicable to other WTO countries and within a reasonable period (defined as ten years by the General Agreement on Tariffs and Trade (GATT)). Comprehensive FTAs include greater product coverage whereby tariffs are reduced/eliminated. The preferential tariffs are applied based on the concept of rules of origin, details of which will be presented in the next section. 
Trade remedies in Free Trade Agreements (FTAs) are border measures that governments can apply to imports of a product to protect domestic industry from unfair trading practices or import surges. These remedies can take the form of antidumping, countervailing, or safeguard measures:
Antidumping: Used to offset unfair trade practices, such as sales at less than fair value, by imposing an antidumping duty
Countervailing: Used to defend against subsidies
Safeguards: Used as an emergency trade defense instrument when there is a surge of imports. Unlike antidumping and countervailing duties, a party doesn't need to demonstrate that imports were unfairly priced to apply safeguards. Instead, they only need to determine that the imports are in such quantities and conditions that they could seriously injure domestic industry



EXAMPLE: CANADA'S TARIFF ON SALMON HS 
16041100 MFN DUTY AND DUTIES IN PTAS



RULES OF ORIGIN (ROO)

• Determines the "economic nationality" of products in 
international trade.

• ____________________________________________

• Specifies minimum amount of processing in a particular 
country for a product to be recognised as originating from 
that country.

• ____________________________________________

• These prevent unfair practices and deflection of trade to 
(falsely) obtain origin and, therefore, preferential treatment

• ____________________________________________

• Preferential rules of origin in an FTA specify the 
conditions under which a product is recognised as 
originating from one of the parties allowing 
preferential tariffs.



CONDITIONS FOR RULES OF ORIGIN

I. Definition of 
"originating products"

II. Territorial 
requirements

III. Proof of origin

Presenter
Presentation Notes
Definition of "originating products." • Territorial requirements • Proof of origin



I . DEFINITION OF "ORIGINATING PRODUCTS"

Originating Products 

Wholly obtained Substantially/Sufficiently transformed

Change in tariff classification 
(CTC)

Value additionTechnical 
requirements

Presenter
Presentation Notes
For a product to be originated in a party of the Agreement, it must be either 1) Wholly obtained, i.e., produced or obtained without any non-originating input material incorporated (for example, fish caught in rivers or lakes inside the territory of a party) or; 2) Substantially or Sufficiently transformed, that can be through 
Change in tariff classification (CTC): a product is considered substantially transformed when the final good has a different HS code of the non-originating materials used in the production (depending on the agreed CTC rules of the Agreement). This only applies to non-originating materials. 
Technical requirements: It is considered substantially transformed when the good has undergone specified manufacturing or processing operations, regardless of any change in the HS code
Value addition: a product is considered substantially transformed in a country when the value added in that country increases to a specified level expressed by an ad valorem percentage, regardless of any change in the HS code. 



CONDITIONS FOR RULES OF ORIGIN

• Territoriality means produced within the territory of the parties to the PTA. 

• Processing outside the territory is usually allowed, provided the total value added is 
within a specific range. 

• Exported and re-imported products are considered non-originating unless specific 
conditions are met, such as that the products are the same or have not undergone 
any further operation except for their preservation

• The exporters must be able to supply proof of origin to claim preferential treatment, 
which usually includes a certificate of origin

• In the case of fisheries and aquaculture products, specific rules might exist dealing 
with the nationality of the fishing vessel, its crew, and company headquarters.



Preferential Trade – Rules of Origin
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there
Products from live animals 
raised there
Products obtained by hunting 
or fishing conducted there
Products of sea fishing and 
other products taken from 
the sea outside the territorial 
waters of countries A or B by 
their vessels
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e Registered or recorded in 

countries A or B
Sailing under the flag of 
country A or B
Owned by nationals of country 
A or B
Masters and officers from 
country A or B
Minimum percentage of crew 
being nationals of country A or 
B



Rules of Origin – Trade Agreements



Rules of Origin – Trade Agreements



Rules of Origin – Trade Agreements



Traditional and
“Modern Clauses” in 

Trade Agreements



Common Trade Agreement Clauses

Traditional  Trade 
Agreements 

• Overall clauses of the trade 
agreement to get the tariff 
reduction

• Concentrated on trade clauses
• Rules of origin
• Tariff reduction

New Generation of 
Trade Agreements

• Introduction of non-trade clauses to 
allow the tariff reduction to be applied

• Clauses with a global interest but 
beyond the traditional trade analysis
• Environmental clauses
• IUU fishing
• Fisheries subsidies



The Comprehensive Agreement for Progressive 
Trans-Pacific Partnership (CPTPP)

• Countries
Australia, Brunei 
Darussalam, Canada, 
Chile, Japan, Mexico, 
New Zealand, Peru, 
Singapore, Viet Nam and 
expanding!

• 14% of global production
• Intra CPTTP trade: US$ 

6.3 billionTr
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• The protection of the ozone 
layer

• Ship pollution
• Biodiversity conservation
• Invasive species
• Illegal wildlife trade
• Marine capture fisheries
• Fisheries management
• Conservation measures
• Fisheries subsidiesN
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Non-Traditional Clauses 
are becoming the “New 

Normal” of Trade 
Agreements



SUSTAINABILITY CLAUSES IN RTAS

Source: Monteiro (2016) using computation from the WTO RTA database



CURRENTLY AVAILABLE INFORMATION ABOUT RTAS

Information Sources

National/Customs Union Websites

WTO- TAO & TDF 

ITC- MacMap

World Bank-WITS

ITC,WTO,WCO- RoO Facilitator

Country-Level Source

International Databases

Presenter
Presentation Notes
When a country is a member of an RTA, including a customs union, the preferential tariff is presented on their government websites. e information is presented on a national level regarding only the RTAs to which the country is a par



LIMITATIONS OF INFORMATION SOURCES

Country-
level 
sources

Limited Coverage and Information:
National level Information of ONLY the RTAs the country is party to.

Variation in usability: 
Interactive Online Tools 
v/s
Full-text of RTAs  v/s
Information across multiple websites

Variation in the application of preferential RoO:
Online tools to determine origin v/s 
Legal texts with trade-specific legal terminology

Presenter
Presentation Notes
The majority of national ministries responsible for international trade or finance, which are typically tasked with negotiating and disseminating information on RTAs once they enter into force, provide routinely updated information about applied or preferential tariffs. They are regarded as the primary information source. However the data provided has certain limitations. When a country is a member of an RTA, including a customs union, the preferential tariff is presented on government websites. the information is presented on a national level regarding only the RTAs to which the country is a party, there is a severe limitation on coverage analysis and information collection. The usability of such tariff information varies by country. In many countries, preferential access information can only be obtained by referring to and perusing the entire RTA text, which requires significant manual effort. A few countries have interactive websites that permit getting information about the preferential tariff by entering the HS code or product description and the country of destination. However, accessing complete information through a single website is not always possible, necessitating browsing multiple government agency websites to obtain a clear picture of the applicable preferential and non-preferential tariffs and associated framework. Thus, the country-level usability of information about preferential access under RTAs varies considerably.
Considering their abundance and diversity, mapping, consolidating, and comparing RoO is difficult. Typically, preferential RoO information can be found on the websites of national governments, where the complete legal text of the RTA and an appendix devoted to RoO are available, or in other online tools, which sometimes offer a more user-friendly interface. In either case, the legal language of the RTA and the frequent existence of using maritime terms that are not always common knowledge, such as the Exclusive Economic Zone (EEZ) and the High Seas, among other trade-specific origin terminology, can create challenges to determine the correct understanding of which products can be considered to be originated within a particular RoO



LIMITATIONS OF INFORMATION SOURCES

International 
Databases

Updated less frequently
Information gathered and consolidated from national data and third-party inputs 
leading to less frequent updates & lack of real time applicability

Variation in Coverage of RTAs across databases
- TAO & TDF: Bound, applied tariffs of WTO members & preferential tariffs for 150 
RTAs
- WITS & MacMap: reports preferential tariffs for 200+ RTAs

Applicability of Preferential RoO using RoO Facilitator
- Online tools  useful
- Nuances of fisheries & aquaculture sector not highlighted  limiting 
understanding of preferential access by non-expert user 

Presenter
Presentation Notes
The majority of national ministries responsible for international trade or finance, which are typically tasked with negotiating and disseminating information on RTAs once they enter into force, provide routinely updated information about applied or preferential tariffs. They are regarded as the primary information source. However the data provided has certain limitations. When a country is a member of an RTA, including a customs union, the preferential tariff is presented on government websites. the information is presented on a national level regarding only the RTAs to which the country is a party, there is a severe limitation on coverage analysis and information collection. The usability of such tariff information varies by country. In many countries, preferential access information can only be obtained by referring to and perusing the entire RTA text, which requires significant manual effort. A few countries have interactive websites that permit getting information about the preferential tariff by entering the HS code or product description and the country of destination. However, accessing complete information through a single website is not always possible, necessitating browsing multiple government agency websites to obtain a clear picture of the applicable preferential and non-preferential tariffs and associated framework. Thus, the country-level usability of information about preferential access under RTAs varies considerably.
Considering their abundance and diversity, mapping, consolidating, and comparing RoO is difficult. Typically, preferential RoO information can be found on the websites of national governments, where the complete legal text of the RTA and an appendix devoted to RoO are available, or in other online tools, which sometimes offer a more user-friendly interface. In either case, the legal language of the RTA and the frequent existence of using maritime terms that are not always common knowledge, such as the Exclusive Economic Zone (EEZ) and the High Seas, among other trade-specific origin terminology, can create challenges to determine the correct understanding of which products can be considered to be originated within a particular RoO
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