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INTRODUCTION

India has put in place a Duty Free Tariff Preference Scheme
for the Least Developing Countries (LDCs) through which the
products of LDCs can be imported in India at a reduced customs
duties. This Scheme is a unilateral tariff preference scheme on
the lines of a Preferential Trade Arrangement where the import
duties on a majority of products imported from the LDCs would
be allowed at zero tariff rates in five year time frame.

The announcement to provide preferential treatment to the
products of LDCs by India was made by the Indian Prime
Minister Dr. Manmohan Singh in the India-Africa Forum
Summit that was held in April 2008 in New Delhi. He announced
that India would implement a unilateral Duty Free Tariff
Preference Scheme for Least Developed Countries, under which
preferential market access would be provided for exports from
all the least developed countries, including 34 LDCs of Africa.
While recognising the fact that the LDC Members are required to
be given tariff preferences to improve their trading
opportunities and use it as a tool for their development, India's
scheme is in line with the decision taken in the World Trade
Organisation's (WTO's) Hong Kong Ministerial Declaration of
December, 2005 as well as its commitment towards the LDCs,
especially the African LDCs to become partner in their
development.

The Decision to provide Duty Free Quota Free (DFQF)
access for LDCs is one of the significant outcomes of the WTO
Hong Kong Ministerial Meeting, held in December 2005. This
decision as given in Annex F of the Hong Kong Ministerial
Declaration inter alia requires all developed-country Members,
and developing-country Members declaring themselves in a
position to do so, to provide duty-free and quota-free market
access on a lasting basis, for all products originating from all
LDCs by 2008 or no later than the start of the implementation
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period in a manner that ensures stability, security and
predictability. The developing-country members were
permitted to phase in their commitments and were given
flexibility in product coverage. The declaration also stipulated
that the preferential rules of origin applicable to imports from
LDCs are required to be transparent and simple, and contribute
to facilitating market access (See Box below).
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(iif) Developing-country Members shall be permitted to
phase in their commitments and shall enjoy appropriate
flexibility in coverage.

(b) Ensure that preferential rules of origin applicable to
imports from LDCs are transparent and simple, and
contribute to facilitating market access.

Members shall notify the implementation of the schemes adopted
under this decision every year to the Committee on Trade and
Development. The Committee on Trade and Development shall
annually review the steps taken to provide duty-free and quota-
free market access to the LDCs and report to the General Council
for appropriate action.

We urge all donors and relevant international institutions to
increase financial and technical support aimed at the
diversification of LDC economies, while providing additional
financial and technical assistance through appropriate delivery
mechanisms to meet their implementation obligations, including
fulfilling SPS and TBT requirements, and to assist them in
managing their adjustment processes, including those necessary
to face the results of MFN multilateral trade liberalisation.

THE DFTP SCHEME

India has granted special and differential treatment to LDCs
in different Preferential Trade Agreements (PTAs) and Free
Trade Agreements (FTAs) to enhance the trade & investment
flows with them, however, there was no generalised preferential
scheme for all the LDCs. In fact this scheme surpasses the like
schemes announced by some of the other developing countries
like China and Korea. Korea provides concessions on a positive
list of products to all LDCs whereas China provides the
concession only to African LDCs who are Members of the WTO
on products that China imports from these countries. This
scheme of India is for all the LDCs and it has followed a Negative
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List approach for granting the tariff preference, where on a
majority of items the duties would be gradually eliminated.

The Department of Revenue, Government of India has
issued Notification No. 96/2008 Customs under which the list
of products and extent of concessions has been notified. By
another notification No.100/2008 Customs (NT) the criteria for
determining the “origin” of the products has been notified.
Under the preferential arrangement, a product gets tariff
preferences only when it complies with the origin criteria.

The Scheme is open to all 49 LDC members including 33
LDCsin Africa (List is at Annex1). The Scheme provides thatin
order to avail benefits under this Scheme, individual LDC
members submit a Letter of Intent to the Government of India.
The Scheme further provideas that in order to enjoy tariff
preference, the beneficiary country submits a Certificate of
Origin stating compliance of the rules of origin along with the
consignment. Indicative formats for submission of Letter of
Intent and the details of agency authorised to issue Certificate of
Originareillustrated in Annex 2 and Annex 3 respectively.

India’s DFTP Scheme: Highlights

a) Duty-free marketaccess on85% of India’s total tariff lines to be
implemented over a 5 year period with 20% cutin each year;

b) Margins of preference (MOP) on 9% tariff lines - the MOP
would come into force from the date the Scheme becomes
effective; and

¢) AnExclusion Listof 6% of India’s total tariff lines.

d) Specifically, it provides preferential market access on tariff
lines that comprise 92.5% of global exports of all LDCs.

e) Products of immediate interest to Africa which are covered
include cotton, cocoa, aluminium ores, copper ores, cashew
nuts, cane-sugar, ready-made garments, fish fillets and non-
industrial diamonds.
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Rulesof Origin Criteria

For products to be eligible for tariff preferences, a product
must be originating in the LDC as prescribed under the Rules of
Origin. The products are classified under two categories, namely
wholly produced or obtained in the exporting LDC or not-
wholly produced or obtained i.e. during manufacturing or
production of such products, the raw materials or inputs were
sourced from any other country. While determining origin for
the former category is easy, as it would include items like raw or
mineral products, animals, plant & plant products grown or
harvested there etc.; it is not an easy task to determine origin for
the latter category of products. The scheme prescribes that in
order to get the preferential treatment, the manufactured
products should have gone through a “change in tariff heading”
(CTH) between the imported raw materials and the finished
products and in the process would have generated a value
added of 30% in the exporting country. This value added
includes the cost of local profits of manufacturers, traders etc. as
well as the cost of local transportation. Given the nature of
products that the African LDCs are producing these rules may
not hinder their exports to India as most of their products would
qualify under the wholly produced category only. Even in case
of LDCs of other regions, at present the rules may not pose any
problem as they hardly have substantial investments on
manufacturing high value or white goods which would require
sourcing of raw materials or inputs from other countries.

Technical Assistance

This scheme has several other important provisions, one of
which relate to providing technical assistance to LDCs on a
demand or need-based basis for effective implementation of the
scheme. India has recognised that the technical assistance
should not be donor driven but it should be demand driven as
only the wearer knows where the shoe pinches. This provision
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will allow the LDCs to seek assistance from India on issues that
are causing difficulties to them or putting them at a
disadvantageous position. It would be essential for the LDCs to
reap the benefit under this provision by seeking necessary
technical assistance from time to time.

Suspensionof Preferences

The scheme provides for suspension of preference due to
any act of fraud, irregularities or any misuse. To safeguard the
interest of its domestic stakeholders, it provides that preferential
safeguard measures can be taken if due to increase in
preferential imports the domestic industry faces serious
difficulties. However, before taking any preferential safeguard
measure, the scheme provides that adequate notice in advance is
to be given to the beneficiary LDC.

PRESENT STATUS OF DFTP SCHEME

So far, 17 LDCs (Benin, Burkina Faso, Cambodia, Eritrea,
Ethiopia, Gambia, Lao PDR, Madagascar, Malawi,
Mozambique, Myanmar, Rwanda, Samoa, Senegal, Sudan,
Tanzania and Uganda) have submitted letters of intent, on the
basis of which all these countries, except Senegal and Sudan
(received only recently), have already been notified as
beneficiary countries through Customs notifications issued by
Department of Revenue (DOR). Out of these 17 LDCs, 8 LDCs
(Benin, Cambodia, Ethiopia, Lao PDR, Malawi, Myanmar,
Senegal and Tanzania) have submitted details of agencies
which would be responsible for issuing Certificates of Origin as
required under the Scheme. .

The Department of Revenue has informed that the details (of
officials/agencies authorised to issue the Certificate of Origin
under the DFTP Scheme) in respect of 6 DFTP beneficiaries
(Cambodia, Ethiopia, Lao PDR, Malawi, Myanmar and
Tanzania) have since been circulated to the Customs field
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formations. The Customs Notification of the Scheme, the
Positive List (items having Margin of Preference) and the
Exclusion List (items having no tariff preference) are available at:

http:/ /www.cbec.gov.in/customs/cs-
act/notifications/notfns-2k8/cs96-2k8.htm

http:/ /www.cbec.gov.in/customs/cs-
act/notifications/notfns-2k8 / csnt100-2k8.htm

TRADE COVERAGE

In terms of the coverage of products, this Scheme provides
preferential market access on 94 % of total tariff lines and only 6%
of the total tariff lines remain in the Exclusion List on which no
preferential duty access would be granted (out of a total of 5052
products at 6-digit HS, there are only 326 products that are
outside the scope of tariff concessions). The items which are kept
out of the concession list include items like poultry, milk &
cream, vegetables like potatoes, tomatoes, onions etc., coconut,
coffee, tea, beverages, spirits, some products of iron and steel etc.
The notification issued by the Department of Revenue provides
that the duties will be gradually eliminated on 85% of the total
products over a period of 5 years. At the same time, on other 457
products the duties would be reduced by 10% to 100% as per a
prescribed margin of preference (MoP). The average MoP over a
period of 5 years will be approximately 50%. Limited concessions
would be available on cut flowers, leguminous vegetables, dates,
some fruits & spices, vegetable oils, dyes & chemicals, plastic
materials, apparel & clothing etc. The scheme is also significantin
terms of providing market access on the items of global exports of
LDCs as it covers preferential market access on products that
comprise 92.5% of global exports of all LDCs.

IDENTIFICATION OF MARKET ACCESS GAIN

In order to examine the opportunities that are available
under this Scheme, an analysis was carried out to gauge the
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market access that the Least Developed Countries (LDCs) could
gain out of the DFTP Scheme on its full implementation over a
period of 5 years. This analysis was carried out over two stages,
one for the 6 LDCs that had submitted both the Letter of Intent
(LOI) and the list of agencies/ officials authorised to issue the
Certificate of Origin under the DFTP Scheme.

The data was taken from the WITS database using
COMTRADE. The latest available global exports of Cambodia,
Ethiopia, Lao PDR, Malawi, Myanmar and Tanzania were taken
to do this desktop analysis as they are the ones who are currently
eligible to export to India on preferential tariffs. These exports
were then compared with:

(1) the global imports of India for 2008 (to assess the size of
Indianimport market),

(2) the applied 2008-09 rates of India (to examine the extent of
preference that would be available on exports),

(3) the products under the Exclusion List (so as to exclude them
from the top trading items), and

(4) the extent of concessions that would be available under the
Positive List having a specific margin of preference (MOP).

In order to eliminate the least traded items, suitable filters on
the minimum level of the global LDC exports and India's global
imports were used. The following threshold levels were taken:
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LDC LDC’s global | India’s global | India’s | (MOP)

exports imports for | Applied

(latest) 2008 tariff

2008-09

Cambodia | $ 1 million $ 0.106 million | 10% 20%
Ethiopia $ 500,000 $ 0.106 million | 10% 10%
Lao PDR $ 500,000 $0.106 million | 10% 40%
Malawi $ 500,000 $0.212 million | 10% 10%
Myanmar | $ 1 million $0.106 million | 10% 20%
Tanzania $ 1 million $ 0.106 million | 10% 50%

As no tariff concessions are available on the products under
the Exclusion list, those items were removed from this basket.
India's applied tariff rates for 2008-09 and the margin of
preference for the Positive List were then compared with the
balance export products of these LDCs.

In this analysis we found that there are several products that
are being globally exported by the above countries and are in
India's concession list. On most of these items India is importing
from the World and there exists a very vast potential for exports
from these countries to India. The above analysis showed the
following country specific results:

?  Cambodia: There are 93 top items that is being exported to
World and concessions have been made available by India
on these products. The products are apparel and garments,
footwear, bicycles etc. and on these items the total
Cambodian global exports are to the tune of US $ 3.63
billion whereas India's global imports on these items
account for US$7.26 billion.

?  Ethiopia: 33 top items are being exported to World and
concessions have been made available by India on these
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products. The products are kidney beans, cane sugar,
leather, footwear, peas etc. The total global exports are to
the tune of US $ 151 million whereas India's global imports
on these items account for US$ 2.04 billion.

?  LaoPDR: Their 47 top items that are exported to World on
which concessions have been made available by India. The
products are apparel and garments, wooden products etc.
and on these items the total global exports are to the tune of
US $244.84 million whereas India's global imports on these
items account for US $4.7 billion.

?  Malawi: There are 26 top items that is being exported to
World and concessions have been made available by India
on these products. The products are cane sugar, cotton,
apparel and garments, lentils, wooden products etc. On
these items the total global exports are to the tune of US $
110.84 million whereas India's global imports on these
items account for US$1.62 billion.

?  Myanmar: There are 29 top items that are being exported
to World and concessions have been made available by
India on these products. The products are shrimps, apparel
and garments, fish and fish products, lentils, chickpeas, etc.
Their total global exports are to the tune of US $ 305.83
million whereas India's global imports on these items
account for US$ 335.62 million.

?  Tanzania: 49 top items thatare being exported to World on
which concessions have been made available by India. The
products are sugar, cotton, light oils and preparations,
vehicles, bicycles, vegetables etc. The total global exports
are to the tune of US $172.85 million whereas India's global
imports on these items account for US $ 2.05 billion.

The item wise lists of export interest identified as above have
been tabulated in Annex4.
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FUTURE ACTIONS BY LDCs

The LDCs must therefore look at their appropriate trade
policy measures so as to increase the exports on these tariff lines
under the DFTP Scheme. In this regard those LDCs which have
not notified to India so far to avail this Scheme should consider
doing the following;:

(i)  Since thisis a Unilateral Scheme, there is no conditionality
attached with the tariff concessions. The LDCs are only
required to commit themselves to adhere to the rules of
origin and cooperate in cases where verification with the
Customs is required to be made. Thus giving a Letter of
Intent to become a Beneficiary Country for availing the
preferences under this Scheme is for their benefit only.

(i) Having given the Letter of Intent, second step would be to
identify the Agency which will issue the preferential
Certificate of Origin. This also should not be a huge task, as
all the LDCs are enjoying the preferences under the GSP
Scheme or a member of other Regional Trade Agreements
(RTA - like PTAs or FTAs). They can nominate the same
agencies for issuing the DFTP Certificate of Origin without
any additional burden or cost.

The success of this Scheme would depend on how effective
LDCs are in utilizing the tariff preferences and using Indian
market access opening to their advantage. It would be
important for them to identify the sectors where they want FDI
inflows and thus export the processed goods to India. In this
regard, some of the possible plan of action that the LDCs
governments could look at are:

(i) Holding stakeholder consultations with the trade and
industry in the identified sectors

(ii) Incentivisingexportsto Indiainthese sectors
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(iii) Exploring the possibility of investment (both from India
and other interested countries) in these sectors

(iv) Measures for reduction of transactions costs of exports in
these sectors

(v) Improving infrastructure for exports and removing of
existing bottlenecks

(vi) The Scheme provides for seeking technical assistance and
therefore identification of such assistance that is required
would be necessary. They can then make specific requests
to the Government of India, which can help their
exporters, industry, officials and other stakeholders in
making their efforts to exports to India viable.

CONCLUSION

Given the fact that the current Doha Round negotiations in
Geneva reached an impasse, this scheme will provide a boost to
the South-South trade, which India has been championing over
the years. The LDCs would be benefitted by this scheme as the
tariff preferences would be available to them on the applied rate
of duties and not the bound levels (for which the negotiations
are being held in WTO Doha Round). In this regard, the
opportunity to tap the Indian market is greater and at presentis
independent of the outcome of the Doha Round results.

Given the fact that India is one of the biggest markets in
South, the possibility of inflow of investments to the LDCs for
utilising these preferences cannot be ruled out. Much would
however, depend on their domestic policies and political
stability. It is therefore in the interest of the LDCs to utilise this
scheme as earlier as possible.

The lack of awareness about the Scheme and an assessment
of the benefits could be one of the reasons why many LDCs have
not opted for this Scheme. It is expected that in future, many
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more will opt for this scheme. Thereisanurgentneed, however,
for creating awareness among the LDCs, and building their
capacity so that they can reap the benefits of this Scheme. Here,
perhaps India has a much bigger role to play. Their policy
makers and implementers should visit to select LDCs and
become their partners in organizing capacity building
programmes. These programmes should include bringing
update on the Scheme, explain the opportunities that exist for
linking between their industries with their Indian counterparts
and share the trade data analysis. Creating awareness for the
trade and industry as well as the policy makers in the LDCs is
the minimum requirement for making it possible for the LDCs
to see the benefits that exists under this Scheme. It would be
equally important that a business delegation from India visits
these countries or the business delegations from the LDCs are
invited to meet their counterparts. For this to happen, the
governments would need to play a very important role of being
the facilitator and become pro-active.
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Africa

. Angola

. Benin

. Burkina Faso
. Burundi

NCT = WIN -

. Chad

7. Comoros

. DR of Congo
9. Djibouti

Qo

10. Equatorial Guinea

11. Eritrea

12. Ethiopia

13. Guinea

14. Guinea-Bissau
15. Gambia

16. Lesotho

17. Liberia

18. Madagascar
19. Malawi

20. Mali

21. Mauritania
22. Mozambique
23. Niger

24. Rwanda

25. Sao Tome & Principe

26. Senegal
27. Sierra Leone

. Central African Republic

List of LDCs

28. Somalia
29. Sudan
30. Togo

31. Uganda
32. Tanzania
33. Zambia

Asia

34. Afghanistan
35. Bangladesh
36. Bhutan

37. Cambodia
38. East Timor
39. Kiribati

40. Lao PDR
41. Maldives
42. Myanmar
43. Nepal

44, Samoa

45. Solomon Islands
46. Tuvalu

47. Vanuatu

48. Yemen

Americas

49. Haiti
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ANNEX 2

Letter of Intent
(Indicative Sample)

To

The Department of Commerce
Government of India
New Delhi.

This is with reference to India's Duty Free Tariff Preference Scheme for
Least Developed Countries which prescribes thatin order to enjoy the tariff
preference under this Scheme the individual LDC member is required to
give a Letter of Intent to the Government of India for becoming a
Beneficiary Country.

In pursuant to Article 15 of the Scheme the Government of
(name of the beneficiary country) submits this Letter of

Intent for being covered under this Scheme.
The Government of ( name of the beneficiary

country) also undertakes that it would comply with the provisions of the
Duty Free Tariff Preference Scheme for Least Developed Countries.

(Seal of the Government of the beneficiary country)
Date:

Place:
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ANNEX 3

Indicative format for furnishing details of Agency/Officers
authorised toissue Certificate of Origin under India's DFTP Scheme

L. Name and address of the Agency/Authority:

IL. Names and specimen signatures of officers:

Names and designation of officers Specimen signatures

1.

2.

III. Impression of the Official Seal of the Agency/Authority:
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