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Summary 
 

Introduction: Why Study Ad Valorem Tariffs and Customs Valuation? 

 

Revenue is essential to providing public goods and services, increasing equity and 
helping manage macroeconomic stability. It is a central component of financing 
sustainable development goals (SDGs) among the United Nations (UN). In this 
context, there is a strengthened awareness of the link between taxation and 
international trade. 

 

Assuming a scenario of global fiscal debt, low inflation and slow economic growth, 
this dissertation investigates the adoption of AV tariffs in association with the WTO 

rules on customs valuation for countries’ revenue needs. It questions beliefs about 

sustainable international trade liberalization based on the perspective of converting all 
types of tariffs into AV tarriffs, to be applied in combination with customs valuation 
rules. In this regard, the dissertation takes a critical view of the WTO policies relevant 
for converting NAV into AV tariffs and setting customs valuation rules based on free 
market assumptions. 

 

Goods with high import tariffs, countries lacking the capacity to check declared import 
prices, unknown export prices, regulated markets, and an increasing importance of 
services in the value of traded goods are some elements that must be considered when 
debating the pros and cons of AV tariffs. 

 

The social and economic relevance of the revenue function of tariffs is thus the 
understanding that AV tariffs can result in risks for countries in need of the revenue 
resources from tariffs. Revenue instability and uncertainty result in undesired 
outcomes for sustainable economic and social policies, as well as for trade 
liberalization. 

 

1. Globalization and Taxation 

 

Chapter 1 presented a concise overview of economic globalization and discussed the 
taxation challenges associated with it. 

 

Section 1.1 it showed the link between economic globalization, the Global Value 
Chains (GVC) business model and trade tariffs. Decisions to outsource production are 
also based on tax strategies. GVCs force worldwide tax systems to be redesigned, as 
none of the existing systems are robust enough to operate within these sophisticated 
relationships. 
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The volatility of commodity prices used in most GVCs business models is presented in 
Section 1.2. The booms and busts of commodity prices compromise the capacity 
governments have for long term planning in relation to trade revenue. The uncertainty 
caused by fluctuations in commodities such as oil has adverse and destabilizing fiscal 
implications. 

 

The UN experience with commodity agreements and the GATT Article XX(h) was 
discussed in Section 1.3. Commodity agreements were negotiated in UNCTAD. 
Although a few were successful during a certain period, they all failed in the end. 
Price controls do not work, and price volatility is detrimental to fiscal systems, causing 
revenue fragility. The dissertation assumes that AV tariffs and customs valuation rules 
aggravate the fiscal instability associated with the volatility of commodity prices. 

 

The attempt to replace trade revenue with domestic revenue was discussed in Section 
1.4. There is a risk of shifting from customs duties or other ODC collected at the 
border to internal taxes, simply because several national and subnational tax agencies 
lack the necessary tools to collect internal taxes. Unfortunately, several national tax 
administrations have significant weaknesses in terms of taxpayer information and are 

not prepared to receive trader’s registers or other relevant information regarding risk. 

The hard reality is that, despite countries’ tariff reduction commitments, revenue losses 

represent a challenge for governments worldwide. Therefore, trade liberalization 
reforms need to consider fiscal equilibrium. 

 

Section 1.5 presents a case analysis for the WCO Revenue Package showing the link 
between imports and tax revenue. The WCO RP intention is to make international 
materials and tools more readily available for countries to utilize and improve trade 
revenue collection. 

 

Another example of a cause for concern regarding fiscal revenue is presented in 
Section 1.6 with the OECD BEPS Package. Tax evasion is a pressing issue on the 
agenda of most governments. The text addressed several of the BEPS limitations 
related to customs valuation because of the different institutions, systems and 
methodology. 

 

Lastly, Section 1.7 discussed the importance of the UN Addis Ababa Action Agenda 
(AAAA) for the mobilization of domestic resources for sustainable development, 
including achieving the Sustainable Development Goals (SDGs). Considering that 
revenue resources continue to be a challenge in many countries, the work defends the 
importance of trade tariffs for the AAAA in securing revenue resources. 

 

2. Import Tariffs 
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Chapter 2 provided the background necessary for a full understanding of the main 
aspects of import tariffs. 

 

Section 2.1 examined the preference in GATT and WTO law for tariffs over non-tariff 
trade barriers. The main reason is that tariffs are more transparent and predictable, 
while the non-tariff barriers can be disguised in many ways and are difficult to 
evaluate. 

 

Section 2.2 focused on ordinary customs duties. It presented the tariff functions of 
revenue and protection as being dynamic rather than static and the need to have 
broader considerations of concrete examples. Tariffs are legitimate instruments to 
generate fiscal revenue. The ease of collecting tariffs, the low cost of a taxation system 
based on tariffs and the challenge of targeting the people who can pay taxes in LDCs 
and developing countries are some of the factors that contribute to using trade tariffs 
as an important revenue source. 

 

The GATT tariff negotiations were discussed in Section 2.3 where special 
consideration was given to the lack of consideration for fiscal matters during the 
negotiation rounds. It presented the different modalities and “techniques” for tariff 

reduction, offering a critique of the lack of attention of GATT Contracting Parties with 
respect to revenue. GATT rounds may have overlooked the capacity of LDCs and 
developing member countries to compensate for revenue losses. Caution should be 
employed in WTO tariff negotiations with regard to revenue tariffs, as it is necessary 
to evaluate whether tariff negotiations contribute to fostering trade and/or dismantling 
fiscal revenue. LDCs and developing countries should be aware that countries with a 
far better fiscal infrastructure face an array of challenges when shifting tariff revenue 
away from GST, VAT and other types of domestic taxes. 

 

The different tariff types, namely: a) AV; b) specific; c) compound; d) mixed; e) 
technical; and f) based on quotas was presented in Section 2.4. Each of these types has 
advantages and disadvantages. The combination of different types minimizes risks by 
using a diversification approach. The Section introduced the need for neo tariffs which 
can be implemented in international trade using other tariff structures as models, such 
as in the electricity market. Big data and new data analytical technologies make it 

possible for tariff design, using structured and unstructured data to “engineer” the 

optimal tariff. 

 

Section 2.5 discusses the use of algorithms in trade tariffs optimization. The use of 
algorithms in trade tariffs optimization present considerable challenges. The first 
group of challenges are of a technical nature associated with the number of elements, 
steps and constraints. In a scale of complexity, the use of learning algorithms would 
represent the last phase, referred as singularity. The second group of challenges is 
associated with transparency, namely the predictability and explainability of the 
algorithms. All these factors have their importance to construct the final rate and 
should be promoted by the WTO and other international organizations to assist 
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countries in designing their optimal tariffs. Optimized national tariffs could bring 
positive results to long term sustainable trade. 

 

Section 2.6 questions the main reasons stated by the WTO Secretariat for the 
conversion of different tariff types into AV: (1) transparency; (2) penalization of 
cheaper products, and (3) the fact that other tariffs change the level of protection when 
prices change. The transparency assumption is questionable since it requires a customs 
value. Customs values are not transparent. The argument on penalization is minimized 
for standard commodities and raw materials. Lastly the argument of the level of 
protection assumes free market conditions, which are not always a reality. 

 

The conversion of NAV for AV was detailed in Section 2.7. Although AV tariffs are 
the dominant type of tariffs in international trade, some countries continue to use 
NAV. In the agriculture sector, developed countries are the greatest users of NAV 
tariffs: Switzerland (approximately 83%), Norway (63%), European Communities 
(45%), United States (43%), Canada (26%), and Iceland (25%). Concerning the effort 
to convert NAV to the AV equivalent, WTO members agreed on the conversion in the 
Negotiating Group on Non-Agricultural Market Access (NAMA) negotiations. 
Although one of the WTO conversion methods considered the customs revenue, this 
was not applied mainly because of the lack of available data on revenue. The preferred 
method is based on monetary values of duty per unit of imports divided by the import 
unit value. The dissertation argues against using such a method. 

 

Section 2.8 discussed the efforts and risks of converting non-tariff barriers (NTBs) 
into AV equivalents. The so-called tariffication process. Some tariff principles that 
were in existence before the GATT were explored in Section 2.9. The use of tariff for 
revenue purposes, and the necessity to keep revenue at reasonable levels, implied the 
need to combine rates with volumes. 

 

Section 2.10 analysed the national tariff and WTO Member schedules. National tariff 
rates cannot be higher than those negotiated during the GATT rounds. Article II of the 
GATT 1994 is the core provision dealing with the WTO schedules of concessions for 
trade in goods. It requires Members to limit tariffs along with other duties and charges 
(ODCs) to no more than what is set out in the schedule. Therefore, countries are 
precluded from imposing tariffs and ODCs more than what was negotiated. Although, 
according to GATT 1994, Article XXVIII tariffs can be renegotiated, once the tariffs 
are set, the schedules remain mostly static. The opposition to the renegotiation of 
tariffs is clear in WTO documents. The argument for this addresses the rigidity of 
tariff schedules and that GATT Art XXVIII is too limited and rarely used. This 
dissertation defended the point that, if it is not more than the bound rate, any type of 
tariff can be used, and countries should develop frameworks to optimize tariffs by 
using different types when necessary. A national tariff should be tailor made to each 
country’s unique requirements, which would allow it to be more responsive to changes 

in the markets. 
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Tariff assessment was dealt with in Section 2.11. A tariff assessment is based on the 
following criteria: a) customs classification; b) customs valuation; and c) country of 
origin, where liability depends upon all three of these criteria. 

 

3. Theory of Value and Customs Valuation 

 

Chapter 3 addressed the theory of value and customs valuation. The conversion of 
different tariff types to AV tariffs makes it necessary for WTO Members to determine 
the value of imported goods in accordance with the CVA. The chapter provided a 
theoretical background to understand the complexity of attempting to value goods 
according to the WTO CVA set of rules. 

 

Section 3.1 introduced the studies of several scholars. Aristotle, Thomas Aquinas, 
Adam Smith, David Ricardo, John Stuart Mill, Karl Marx, John Maynard Keynes, 
Gérard Debreu, Jean Baudrillard, and many others show the importance of the theory 

of value for a better understanding of the complexities of valuation. The discussion on 
the elements that form value is constantly changing. Valuation can be an abstract 

process that depends on people’s opinions. The dissertation asserted that the prices of 

internationally traded goods suffer, among other things, from the effects of 
psychological conditions that cannot be clearly understood or quantified. 
Consequently, customs valuation, as a derivative of the theory of value, is directly 
influenced by the trader’s subjectivity and beliefs. 

 

The history of customs valuation was discussed in detail in Section 3.2. From the 
Roman Empire to nowadays, customs valuation has always been a challenging topic. 

 

The roaring 1920s for trade tariffs was studied in Section 3.3. After World War I and 
during the years of the Great Depression in the 1930s, many countries tried to protect 
their economies by implementing different barriers such as customs duties, 
quantitative restrictions and exchange controls. 

 

Considering the overall use of tariffs, the need for international rules on customs 
valuation was on the agenda of the League of Nations Economic Conferences in 1927 
and 1930. Unfortunately, the League of Nations stopped the examination of customs 
valuation and other trade related issues due to international instability and the 
beginning of World War II. After the war, the UN replaced the League, and the topic 
was taken up in the GATT and the Havana Charter for the ITO creation signed in 
1948.This was explored in Section 3.4. 

 

Section 3.5 discussed the ITO and GATT. Article 35 text of the Havana Charter is 
almost identical to the wording used in GATT Article VII. To put it in another way, 
the GATT 1947 includes elements of the Havana Charter text, but it does not include 
the entire Charter. Regarding customs valuation, both are almost identical, putting 
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forward the concept of “actual value” to serve as the basis for duties on imported 

goods. In some respects, the Charter is more advanced than the GATT. 

 

GATT Article VII, that regulates customs valuation, is the subject of Section 3.6. 
According to Article VII of the GATT 1947, the customs valuation principles were 
intended to value all products subject to duties or other charges or restrictions on 
importation and exportation based upon or regulated in any manner by value. The 
actual value or the “just price” is the central principle on which the valuation system is 

intended to operate. Countries applied the GATT Article VII actual value or “just 

price” concept using three different systems: a) prices on the domestic market of the 

exporting country; b) prices negotiated by the parties; and c) prices on the domestic 
import market. 

 

The discussions held by the Committee of European Economic Co-operation (CEEC), 
European Customs Study Group (ECSG) on GATT Article VII was the subject of 
discussion in Section 3.7. The work of the ECUSG was incorporated into the 
Convention on the Valuation of Goods for Customs Purposes, also known as the 
Brussels Definition of Value Convention (BDV). 

 

4. The GATT Valuation Code and the WTO CVA 

 

Chapter 4 discussed the GATT and later WTO CV system in detail. The custom 
valuation set of rules opted for a methodology that emphasizes “transaction value” 
under “competitive conditions”, which makes it difficult to find market comparables. 

 

The GATT Kennedy Round and the ASP valuation method was examined in Section 
4.1. The Round pioneered a system of linear across-the-board cuts of a certain 
percentage on all tariffs of participating countries. The Kennedy Round is where the 
discussions for a customs valuation agreement started. At the time, the US used the 
ASP valuation system which was causing difficulties for European exporters of 
chemical products. The assassination of President Kennedy contributed to the round 
being terminated without concluding the discussions on this topic. 

 

Section 4.2 explained how the discussions on customs valuation evolved during 1972-
1973. The US wanted more access to the European market and Europe wanted to sell 
chemicals to the US without having to deal with the price controls from the ASP 
valuation system. In 1971 the GATT Secretariat suggested to its Contracting Parties to 
harmonize the customs valuation methodology with the adoption of the BDV 
Convention. However, the US opposed such path and preferred the adoption of a new 

valuation system based on “transaction value”. 
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The GATT Tokyo round from 1973 to 1979 marked the adoption of a common 
international customs valuation system that would be more widely accepted and result 
in a more uniform and positive valuation basis, discussed in Section 4.3. In summary, 
the Agreement on the Implementation of Article VII of the GATT, known as the 
GATT Valuation Code, was adopted in the Tokyo Round. It aligned with the US 

objectives and established a so-called “positive” system of customs valuation based on 

the “price actually paid or payable” for imported goods. 

 

The GATT Uruguay round from 1986 to 1994 was the subject of Section 4.4. For 
customs valuation, the purpose of the Uruguay Round was to improve, clarify or 
expand the acceptance of the Valuation Code. Countries were concerned about false 
invoicing and government revenue. The response from the negotiations led to 
reinforce the powers of Article 17, reaffirming the legal powers of customs 
administrations to question the importer’s declared value. WTO Decision Regarding 

Cases Where Customs Administrations Have Reasons to Doubt the Truth or Accuracy 
of the Declared Value is the document that supports such a reinforcement of customs 
legal powers. 

 

Section 4.5 discusses the creation of the WTO and its consequences for customs 
valuation. The WTO was created in 1994, at the end of the Uruguay Round from 1986 
to 1994, forcing all Members to respect the binding trade contracts and keep their 
trade policies in accordance with what was negotiated, including the customs valuation 
set of rules. 

 

5. WTO Customs Valuation Agreement (CVA) 

 

Chapter 5 provided a thorough analysis of the WTO CVA Part I, arguing a lack of 
proper consideration for trade revenue in customs valuation and AV tariffs. It 
presented the main aspects of the CVA, using the interpretative notes from Annex I, 
the WTO panel and Appellate Body interpretations, the WCO TCCV instruments, and 

scholars’ materials. 

 

Section 5.1 explained that the WTO CVA prevails over GATT Article VII. 

 

The interpretation in accordance with the general rules of treaty interpretation set out 
in Article 31 of the Vienna Convention on the Law of Treaties was discussed in 
Section 5.2.  

 

Section 5.3 discussed the WTO CVA interpretation and legal status of the WCO 
TCCV instruments. These international instruments are meant to achieve uniformity in 
the interpretation and application of the CVA; however, they have never been used by 
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the WTO DSB and their national force depends on the way they are internalized. 
Therefore, the goal of uniformity in the interpretation is not achieved. 

 

In Section 5.4 the dissertation proceeded to examine the WTO CVA Part I – Rules on 

Customs Valuation, showing in several articles how complex, dubious and time 
consuming the determination of the customs value can be. The WTO CVA works 
mainly with the transaction value (Article 1) and presents five alternate methods that 
must be used in a sequential manner: (Article 2) the transaction value of identical 
goods; (Article 3) the transaction value of similar goods; (Article 5) the deductive 
value method; (Article 6) the computed value method; and (Article 7) the fallback 
option. The transaction value method is, by nature, volatile and possibly results in 
arriving at different values for every shipment without any regard for certainty, 
predictability or security. The other methods are used less and present implementation 
challenges to customs administrations. The Section provided examples of the 
complexities, uncertainty and fragilities of the WTO CVA. 

 

6. WTO CVA Part II - Administration, Consultations and Dispute Settlement 

 

Chapter 6 commented on the WTO CVA, specifically Part II. It addressed the 
administration, consultations and dispute settlement provisions of the agreement of the 
WTO CVA. The administrative bodies, namely the WTO CCV and the WCO TCCV, 
are established in Article 18. The procedures for consultations and dispute settlement 
are described in Article 19. This chapter focused on the WTO dispute settlement 
mechanism, presenting the rules and all the disputes related to customs valuation in 
chronological order. The key issues of each dispute were highlighted with emphasis on 
trade revenue issues. 

 

7. WTO CVA Part III - Special and Different Treatment 

 

Chapter 7 was dedicated to the WTO CVA Part III, Article 20, that deals with the 
special and different treatment provisions. The study of Article 20 was combined with 
Annex III of the CVA that describes the special dispensation available on request to 
developing countries when they become Members. The implementation delays and 
provisions on certain methods do not solve the real valuation problems of the lack of 
comparables, mutual trust, uncertainty in the setting of rules, lack of application 
uniformity, and others that put any planning for trade revenue purposes at risk. 

 

8. Customs Valuation Issues: Doha and the TFA 

 

Chapter 8 discussed the main concerns raised by WTO Members with respect to the 
CVA during the Doha WTO Ministerial Conference in 2001. The chapter also 
presented the CV outcomes expressed in the TFA. 
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Section 8.1 pointed out that paragraphs 8.1 and 8.2 of Doha Implementation Decision 
express concerns regarding the five-year transitional period provided in Article 20.1 of 
the CVA and obligations imposed on Members in accordance with Article IX.3 of the 
WTO Agreement. Another Doha Implementation Decision concern, expressed in 
paragraph 8.3, is about the need for export countries to provide collaboration and 
assistance for importing countries that have doubts about the declared values by 
importers. 

 

The results for CV in the TFA agreed at the Bali Ministerial Conference in December 
2013 were presented in Section 8.2. CV appears in three TFA Articles: a) Article 1 
which refers to publication and availability of information; b) Article 3 which deals 
with advance rulings; and c) Article 10 which is about formalities connected with 
importation, exportation and transit. The final text of the WTO TFA kept CV 
measures for transparency, provided encouragement for advance rulings and 
prohibited valuation checks in export countries by PSI companies. When the TFA 
negotiations were concluded, exchange of information was cut out from the text. 

 

Conclusion 

 

The progress in globalization over the past decades has been impressive. One of the 
main goals of the global trading system is to reduce and create ceilings for tariffs. To 
make the process easier, the GATT and the WTO promote the conversion of NAV 
tariff types, such as specific, compound, mixed, and technical, into a unique type, the 
AV tariff format. The fundamental argument in favour of AV tariffs is the resulting 
simplification in monitoring and negotiating tariff preferences for goods. 

 

Trade plays a crucial role in achieving the United Nations 2030 Sustainable 
Development Goals (SDGs), bringing development in areas such as poverty reduction, 
health, education, and the environment. Indicators of social and human development 
improve with trade performance. 

 

Nevertheless, significant challenges remain to be addressed in the multilateral trade 
system to put several economies on a more reliable and sustainable path in relation to 
diminishing economic and social inequalities. 

 

Unfortunately, the WTO does not directly address revenue-raising problems that can 
afflict countries. Internal fiscal policies often address this. Nevertheless, revenue 
mobilization, including revenue originating from trade, is critical to secure resources 
to achieve trade growth and the 2030 SDGs. As such, considering the revenue aspect 
of tariffs, the author criticizes the GATT and WTO formulas for AV conversion that 
do not take revenue into consideration in a serious way. The AV use, promoted by the 
WTO and adopted extensively by a large majority of countries, inhibits the process of 

tariff “engineering” to optimize its revenue function and explore new possibilities. In 

times of digital economies and GVCs, trade stability and predictability are connected 
with revenue security. The optimal tariff is the one that supports countries. 
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Globalized trade requires tariff types that take market concentration, peak and off-peak 
periods, seasonality, volatility, and public interest into consideration, among other 
factors. Neo tariffs, envisaged by the author, would be diversified using NAV and AV 
and work within a range that could vary from a negative terrain to a positive ceiling. 
These neo tariffs are to be developed and tested using algorithms and could serve as 
tools for trade and revenue policies. 

 

The author also criticizes the current WTO CVA set of rules that must be used for the 
application of AV tariffs. The WTO CVA works mainly with the transaction value 
(Article 1) and provides for five alternate methods that must be used in a sequential 
manner: (Article 2) the transaction value of identical goods; (Article 3) the transaction 
value of similar goods; (Article 5) the deductive value method; (Article 6) the 
computed value method; and (Article 7) the fallback option. This dissertation 
considered that several rules for the application of these methods are complex, dubious 
and time consuming. 

 

The WTO CVA set of rules is based on free market assumptions that value creation is 
reflected in transaction prices. However, value for the purposes of international trade 
may be determined by taking into consideration a series of elements other than free 
market assumptions. As such, the transaction value method originating in domestic 
assumptions represents a risk when transposed to different international scenarios. 
Countries are exposed to unfair competition arising from undervaluation, fraud or 
otherwise. 

 

Most of the WTO CV disputes refer to the use of minimum/reference/indicative prices 
for CV, instead of the transaction value price. The number of disputes dealing with 
minimum/reference prices/indicative prices reveals the practice of WTO Member 
countries to resist accepting the transaction value. The dissertation argues that one of 
the main reasons for using minimum/reference prices/indicative prices is to keep the 
revenue tariff function. 

 

As a result, the dissertation contends that it is time to revisit the tariff theory and open 

Pandora’s box to find appropriate solutions to retain its functions. AV tariffs and the 

WTO CVA set of rules need to be challenged in the current economy. WTO tariff 
schedules and particularly national tariff lists need an adaptive structure in a changing 
world. The use of different tariff types minimizes revenue risks and helps to strengthen 
the tool effectiveness. 

 

In conclusion, tariffs should be kept open for algorithm engineering and CV rules need 
to adjust for bulk transactions and multilateral information exchange. Excessive tariff 
regulation and oversimplification are detrimental to the multilateral system. The free 
market assumptions and complexity of WTO CV are prejudicial to the trade system. 
Trade evolution is not linear; there is no right or wrong and it will continue to thrive as 
a human necessity. 


