Expanding the HS Code system in Canada 

to reflect specific non-timber forest products: 

Application strategy document
1. Overall project rationale:  
The purpose of this project is to expand the International Harmonized System trade codes (HST Codes) to reflect specific non-timber forest products (NTFPs) harvested across Canada.  This document outlines a strategy and process to complete the stated purpose.  The project originated as a sub-component to the BC Inter-agency Committee on Non-timber Forest Products co-led by the Ministry of Forests and Range and the Ministry of Agriculture and Lands.  The project and preparation of this strategy has received additional support from Natural Resources Canada.  This strategy has a national focus and will seek input and participation from across Canada.  This strategy has been prepared by the Centre for Non-timber Resources (CNTR), Royal Roads University and the BC Ministry of Forests and Range.  
The project’s outcome is intended to help overcome the significant lack of data on the harvest and trade of NTFPs.  While hundreds of species are captured under the NTFP umbrella term, the project will address a limited number of the more highly valued and traded products.  Having better statistical information will support policy development by putting values on the contribution of this broad sector to forest dependent communities and will assist management agencies to achieve sustainable forest management.  Improving the NTFP information base will also contribute to the criteria and indicators requirements set forth by the Canadian Council of Forest Ministers.  
The Harmonized System of trade codes is an international export and import information coding system specifying how trade flows are recorded by customs and statistical agencies.  International codes are designated at the six digit level.  Within each six-digit category individual countries may specify a further level of detail by adding a two or three digit suffix to the particular code.  The intent of this project is to designate a two-digit suffix to reflect Canada’s international trade in various uncultivated NTFPs harvested wild from the forest.  The result of this effort will be to improve the level and accuracy of available data and to provide not only a better understanding of international trade flows in NTFPs, but also the values associated with this trade and its role in provincial economies, leading to a better understanding of the sector’s contribution to sustainable forest management, local communities and individual livelihoods.  
Existing trade data for NTFPs is generally included within commodity groups specified at the six digit international level.  For example, edible wild mushrooms are included within HS Code 070959-00 Other Mushroom NES – Fresh or Chilled, and would include wild harvested pine mushrooms, chanterelles, boletes, morels, and other cultivated mushrooms such as shiitake, for example.  The latter two digits, 00, have not been further specified to account for this diversity in species.  In Japan and the European Union, however, the latter two digits have been specified for pine mushrooms and chanterelles, respectively.  Harmonizing Canada’s trade in edible wild mushrooms with these importers of Canadian products is the objective.  Other notable examples exist, such as the aggregation of foliage and plant parts.  Because of the flow of trade across the US-Canada border, U.S. agencies will need to be engaged in this process and both import and export codes must be designated to the eight digit level.  

The remaining section outlines the strategy to develop a proposal to submit to Statistics Canada.  
2. Proponents
The lead proponents for this project are Royal Roads University and the BC Ministry of Forest and Range.  The proponents will be responsible for contacting and including participants from across Canada and developing a list of products based on discussion with these participants.  

To ensure a national focus, the lead proponents will use as much as possible the recently formed National NTFP Network to ensure the application is prepared and vetted through a broader committee.  

The CNTR will act as the coordinating partner ensuring participant groups are represented, will function as the central contact point, and, based on input from the national participants, will consolidate and prepare the final application for submission to Statistics Canada.  

The proponents will need to liaise with counterparts in the U.S.  For exports shipped to the U.S for U.S. consumption, Statistics Canada relies on the U.S. Customs to collect import data, which is then submitted to Statistics Canada.  As a result, it is critical to engage with agencies in the U.S. that will support this initiative.  Contact has already been made with colleagues in the US Forest Service.  
3. Process components:

1. Create network of collaborators/proponents and establish roles and responsibilities: 
(a) Engage the National NTFP Network to serve as a tool to facilitate dialogue and information gathering for developing the application;  
(b) Establish list and contact collaborators within Canada and the United States to discuss species of interest (see Appendix 1 for example).  
(c) Outline original objectives, identify national interests, develop core working group
(d) Establish/agree to criteria of species inclusion and reporting format 

(e) Outline/develop strategy and requirements for including codes within application – e.g., how codes are chosen for inclusion, who gathers information and prepares rationale and justification for code change. 
(f) Establish process timelines, schedule conference calls, deadlines 

(g) Develop a budget framework to detail the cost sharing components for NTFPs that are produced in multiple provinces

(h) Monitor for any concurrent review of SIC or NAICS industry sector coding 

(i) Liaise with other groups who have successfully implemented change, for example the Organic Agriculture Producers Association and Agri-Food Canada.  

2. Coordinate with US counterparts

(a) Contact US agencies such as the US Forest Service, Bureau of Land Management, and state natural resources departments where appropriate 

(b) Clarify potential role of US agencies and required level of participation
(c) Coordinate timelines with US application or support of Canadian initiative – Agencies that handle changes in the US include, in procedural order, the US Border Control, followed by US Customs, then finally the International Trade Commission 


3. Species Identification 
(a) Establish preliminary list of national and regional species of interest (see Appendix 2 for example). 
(b) Each species proponent will be responsible for reviewing and evaluating species based on agreed criteria for inclusion in final list (see Appendix 3 for possible example)
(c) Penultimate list of NTFPs for the application to Statistics Canada will be collated and reviewed by core working group.  

(d) The process will be iterative and if questions arise about the proposed NTFPs selected based on the criterion framework, the list may be returned to proponent for clarification. 
4. Application preparation 

 (a) Overall rationale, species roll-up and document preparation can be undertaken by the CNTR at Royal Roads University, and will reflect the directions of the core group and application requirements.  

(b) Each jurisdiction or proponent requesting a change will be responsible to prepare one page rationale for each code request.  For national or multi-region codes a single rationale may be prepared by the CNTR (see cost sharing in Section 4)  

(c) Appendix 4 presents an example of a rationale, including species identification, current and proposed HS Code classification, estimated value, US and other trade information and rationale for inclusion in the application.  
(d) Contents of application/rationales.  Statistics Canada indicates that the following components should be included within an application (see Appendix 5 for the Statistics Canada procedural instructions).  Additional elements have been added where necessary.  
· Identification of the commodity(ies) for which the breakout is required; 
· Suggested wording of new class; 

· Desired unit of measure; 

· Reason breakout is required; 

· Synopsis of current state of trade, including domestic production, major markets, number of importers and/or exporters; 

· Reference to HS Codes used in trade partner countries corresponding to species or product of interest. Provide discussion of movement of goods to US as consumption or as re-exports to other jurisdictions – may have implications for ITC process in US.  

· If possible, the estimated value of annual trade for the commodity.  

5. Extension of successful code changes.  

(a) Once complete, HS Code changes will need to be communicated to users – Statistics Canada sends changes to freight forwarders and customs brokers but ensuring the correct use of the codes will take additional communication as Statistics Canada does not ensure the accuracy of data reporting for new codes and conducts minimal manual audits to ensure that codes are being properly applied.  
(b) Work with Statistics Canada, Canada Customs Border Agency and US agency counterparts as necessary. 
(c) Use National NTFP network to communicate and promote changes. 
4. Funding

Total funding for this project will depend on the final number or Code changes accepted.  Funding components include:  

· Application process

· Application preparation and submission

· Rationale preparation  
During the project start-up, participating proponents in Canada will develop a cost sharing agreement.  A possible method is making each jurisdiction that submits a request for change responsible for paying the code change fee of $1000 per code, in addition to contributing to the final application preparation.  If codes are of benefit to more than one jurisdiction a cost sharing arrangement will be developed.  

Estimated costs by component:

· Application process and preparation– if an organization such as CNTR is tasked to coordinate the application development process, assist in the preparation of rationales, and prepare the final application package the cost will be in the $20,000 range.  This figure will rise if the CNTR is tasked with the preparation of Code rationales.  
· Application submission fee: $1,000.  

· Cost associated with 10 (example) code changes: $10,000.  

· Total cost estimate $31,000: 


· Additional funding will be necessary to communicate changes to ensure rapid compliance.  Potential extension products could be the development of a handbook describing the changes and could be printed and/or web based.  

Other extension activities could be pursued through the National NTFP Network and local/regional/provincial associations.  

Potential funding for this activity could be in the $5,000 to $10,000 range.  

Depending on the number of jurisdictions involved and the number of Codes accepted, a jurisdiction could expect to fund about $15,000, based on 4 jurisdictions participating, and each region being responsible for 2-3 Code changes, including the extension activities.  
These costs will be higher if contractors or the CNTR is hired to prepare Code rationales.  
5. Timelines
The objective of the project is to have the HS Code changes in effective for January, 2009.  Based on discussion with Statistics Canada, this would require submitting the application by January, 2008.  
This objective will provide a maximum of about 9-months to prepare the application.  The following Gantt chart provides an outline of the process and timelines to complete and submit the application.  

Proposed timelines for HS Code revision application. 

[image: image1.wmf]Task

April

May

June

July

August

September

October

November

December

January

Identify participants

Conference call

Species identification

Rationale preparation

Application preparation

Application review

Application revision

Application submission


Contact information

For further information contact: 

Tom Hobby, Centre for Non-Timber Resources, Royal Roads University, Victoria BC Tom.Hobby@RoyalRoads.ca 

Sinclair Tedder, BC Ministry of Forests and Range, Victoria, BC

Sinclair.tedder@gov.bc.ca
Shannon Berch, BC Ministry of Forests and Range, Victoria, BC

Shannon.berch@gov.bc.ca 

Appendix 1: Preliminary contact/collaborator list.  

Statistics Canada (find contact information at http://direct.srv.gc.ca/cgi-bin/direct500/BE )

	Alan Torrance
	Head of Reconciliation
	International Trade Division

Concepts and Liaison
	613-951-4805
	Alan.Torrance@statcan.ca

	Toll free number
	
	
	1-800-622-6232
	

	
	
	
	
	

	
	
	
	
	


US Forest Service and other US federal State Organizations (find contact information at http://www.fs.fed.us/contactus/employee_search.shtml ) 

	Susan Alexander
	Regional Economist
	USFS Region 10 Alaska
	907-586-8809
	salexander@fs.fed.us

	Frank Duran
	Regional Measurement Spec.
	USFS Region 6 Wa-Or
	503-808-2970
	fduran@fs.fed.us

	Jim Chamberlain
	Research For Prod Tech
	USFS Southern Research Stn.
	540-231-3611
	jchamberlain.fs.fed.us

	Marla Emery
	Research Geographer
	USFS Northern Research Stn.
	802-951-6771 (x1060)
	memery@fs.fed.us

	Mark Savage
	Special FP Coordinator
	Washington State DNR
	360-902-1774
	Mark.savage@wadnr.gov

	Jeff Gordon
	District Forester
	US Bureau of Land Mgmt.
	503-375-5611
	J1gordon@blm.gov

	
	
	
	
	

	
	
	
	
	


Others

	Gérald Le Gal
	President
	Gourmet Sauvage and president of the Association pour la commercialisation des champignonniers forestiers
	(450)229-3277
	Gourmet.sauvage@qc.aira.com

	J. Andre Fortin
	Research scientist
	Université Laval and Association pour la commercialisation des champignonniers forestiers
	
	j.andre.fortin@videotron.ca

	Gerry Ivanochko
	Provincial Specialist - Northern Agriculture
	Saskatchewan Agriculture and Food, Crops Section - La Ronge
	(306) 425-4400
	givanochko@agr.gov.sk.ca

	Karen Tanino
	Associate Professor
	University of Saskatchewan
	306-966-8617
	Karen.Tanino@usask.ca

	Faye Murrin
	Professor
	Memorial University
	709-737-8018
	fmurrin@mun.ca 

	Jim Freed
	Extension Faculty
	Washington State University
	360-902-1314
	freedj@wsu.edu 

	Stewart Cameron
	
	CFS New Brunswick
	
	scameron@nrcan.gc.ca



	Wanda Wolf
	Medicinal Herb Broker
	
	
	lonewolf@sasktel.net



	Connie Kehler
	
	Herb and Spice Coalition
	
	shsa@imagewireless.ca


Provincial & Territories
BC representatives
	Tom Hobby
	Research Associate
	CNTR Royal Roads University
	250-391-2600 (4465)
	Tom.Hobby@RoyalRoads.ca

	Sinclair Tedder
	Economist
	BC Ministry of Forests and Range
	250-384-1875
	Sinclair.tedder@gov.bc.ca

	Shannon Berch
	Scientist
	BC Ministry of Forests and Range
	250-952-4122
	Shannon.berch@gov.bc.ca


Appendix 2: Preliminary/example species list.  

Canadian NTFP candidates for HSC code revision

The following provides an example of an initial list of candidate species.  Through development of the application, these species will be vetted and a short list will be developed.  
	Latin name
	Common name
	Products



	Tricholoma magnivelare 
	pine mushroom  
	fresh 

	Cantharellus spp.*  
	chanterelle mushroom    
	fresh and dried 

	Morchella spp. 
	morel mushroom    
	fresh and dried 

	Matteuccia struthiopteris   
	fiddlehead fern    
	fresh 

	Panax quinquefolium    
	wild ginseng       
	fresh and dried root 

	Gaultheria shallon   
	salal   
	fresh stems and berries 

	Taxus spp.   
	yew    
	fresh and processed 

	Vaccinium spp.
	wild berries   
	fresh and processed

	Allium spp.
	wild garlic/ramp/leek  
	fresh 

	Various coniferous spp.   
	essential oils  
	processed 

	Various coniferous spp.   
	boughs
	fresh

	
	
	


*spp. refers to more than one species in several provinces

Appendix 3: rating matrix for species inclusion – preliminary example only, to be refined by committee.  

	HS Commodity Code Change  Criteria
	
	 
	 
	 
	 
	 

	(example)
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	

	NTFP
	Products
	Economic Value
	Economic Value
	Total Econ
	Social/Cultural
	Ecological values
	Emerging

	Species
	 
	Export
	Domestic
	Ranking Score
	Value Issues
	Abundance issues
	Product

	
	
	Scale
	Scale
	
	Scale
	Scale
	Scale

	
	
	1=low <$250k
	1=low <$50k
	1-2 =low
	Yes or No
	Yes
	1=low potential

	
	
	2=med $250k-$1M
	2=med $50-$250K
	3-4 med
	
	No
	2=moderate

	
	
	3=high > $1M
	3=high > $250K
	5-6 high
	
	Uncertain
	3=high

	
	
	
	
	
	
	
	

	Canada Yew
	biomass
	2
	1
	3
	no
	uncertain
	

	
	Taxol - first step
	3
	1
	4
	no
	
	

	
	Taxane
	3
	1
	4
	no
	
	

	
	Paclitaxel
	3
	1
	4
	no
	
	

	
	
	
	
	
	
	
	

	Salal
	leaves/branches
	3
	2
	5
	no
	uncertain
	

	
	berries
	1
	1
	2
	yes
	
	

	
	
	1
	1
	2
	
	
	

	Wild berries
	fresh and frozen 
	2
	2
	4
	
	
	

	
	processed
	2
	2
	4
	
	
	

	
	
	
	
	0
	
	
	

	Chanterelle
	fresh  
	3
	1
	4
	no
	no
	

	
	processed
	2
	1
	3
	no
	
	

	
	
	
	
	0
	
	
	

	Pine
	fresh  
	3
	1
	4
	no
	no
	

	
	processed
	1
	1
	2
	no
	
	

	
	
	
	
	0
	
	
	

	Morels
	fresh  
	2
	1
	3
	no
	no
	

	
	processed
	3
	1
	4
	no
	
	


Appendix 4: Product/specie rational.  
	1. Commodity description
	Salal (Gaultheria shallon)
	Used in the floral industry as a bouquet filler

	2. Export or import code changes
	Export and import
	Cross-hauling of salal occurs between the US and Canada.  

	3. Breakout table
	
	

	
Existing code and 
description
	060491 or 060499


	Foliage, branches, other parts of plants for bouquets, ornaments – Fresh/Other

	
Desired code and 
description
	060491-10 or other 2-digit suffix
	Salal for floral arrangements, bouquets or ornaments - Fresh

	
Units of measure
	Kilograms

Canadian dollars
	

	4. Reason for breakout
	Currently an unregulated sector, need better information for policy decisions and sustainable forest management efforts.  Significant volume and value uncertainty.  With better information, trade associations may be able to focus attention on main or emerging markets.   

	5. Current state of trade
	
	

	
Production
	Salal harvested for domestic and international markets.  
	

	
Markets
	U.S., Europe, Canada, Japan
	Europe is likely the most significant market, but high volumes are both consumed and are re-exported through the U.S.  Japan is becoming a larger market for salal.  

	
No. of 
exporters/importers
	
	

	
Level of re-exports
	Uncertain, significant volumes of salal are consumed or may be re-exported via the U.S.
	

	6. Estimate of volume and value traded
	Shipments to Europe alone estimated in the 2.5 – 5.4 million KG range.  
	Value estimated at $27 to $60 million per year. 


Appendix 5: Statistics Canada HS Code change procedures.  
Terms and conditions

The requestor must submit the request in writing to: 

Marketing & Client Services Section



Statistics Canada



International Trade Division



Jean Talon Building, 9 B2



Tunney’s Pasture

Ottawa, ON

K1A 0T6

Telephone: 1-800-294-5583 (613) 951-9647

Fax: (613) 951-0117



Email: trade@statcan.ca 

The request must clearly describe 

· commodity for which the breakout is required,

· suggested wording of the new class, 

· desired unit of measure must be the same as the HS6 level or a conversion factor must be supplied, 

· reason the breakout is required, 

· synopsis of the current state of trade, including domestic production, major markets, no of importers and/or exporters

· if possible, the estimated volume and value of annual trade for the commodity.

Cost

An initial fee of $1000 is required to initiate the investigation regardless whether or not new codes are created, in order to offset the cost of performing the tasks required by the Subject-matter Specialist.  An additional fee of $1000 per code will be applicable once the final number of implemented codes is determined. 

The requestor should be prepared to provide a purchase order number or credit card number to confirm acceptance of the terms outlined above before the start of the investigation.

International Trade Division’s role

An investigation will be conducted by Statistics Canada’s International Trade Division (ITD) Subject-matter Specialist. A new statistical subdivision will be considered only if the anticipated level of trade is deemed sufficiently high enough to ensure quality data.

Imports

In the event that the request is for a new import class to be broken out in the Customs Tariff Schedule, the proposal will be forwarded to Canada Border Service Agency (CBSA) for their approval. Proposed amendments effective the following January are to be supplied to the CBSA by June 1st. However amendments that occur at other times throughout the year are driven solely by legislated changes at the tariff level and therefore will only be implemented when CBSA makes them available.  This may take several months and the date can not be predetermined.
Exports

In order to collect data for Canadian exports, the same statistical subdivisions must be created in the United States Harmonized Tariff Schedule (US HTS). 

Non-existing code in US HTS

Requests for US import annotations must be presented to the United States International Trade Commission by  

· March 1st for inclusion in the July US HTS Supplement 

· August 1st for inclusion in the January edition of the US HTS. 

Existing code in US HTS 

If the import subdivision currently exists in the US HTS, ITD requires less lead-time. Requests in these cases received up to mid-September can usually be processed in time for inclusion the following January.

Feedback to client

Once the investigation is completed, a decision will be rendered to the requestor by the International Trade Division’s Metadata Manager. 

In the event of a positive response, ITD will proceed with the creation of the new breakouts. The timing of the implementation for the new codes will proceed along the time lines indicated above.  However, it should be noted that the accuracy of the statistics is dependant on the exporting / importing communities using the code correctly; therefore ITD will not guarantee the quality of the data.  It can take a few years before the new code reflects the expected results, consequently, ITD will not engage in a quality study for at least a year following the creation of a new code.

If it is not possible at that time to proceed with the request, a reason will be provided.  The requestor is advised to retain all documentation submitted and received, in the event that the request is to be made again.  Should new information be available at a later date, indicating that the conditions which precipitated the denial of the original request have changed, a new request can be submitted and it will be treated as a completely new request. 
Sample

To assist the requestor, we provide an example of a table which if possible could be provided to us to facilitate the task involved in creating additional breakouts.

	COMMODITY NAME
	Butter oil and Sugar blend

	CURRENT CLASSIFICATION AND DESCRIPTION
	2106.90.95.00

Description: Other preparations containing in the dry state, over 10% by weight of milk solids but less than 50% by weight of dairy content

	DESIRED BREAKOUT AND SUGGESTED DESCRIPTION
	2106.90.95.10

Description: Butter oil and sugar blend

2106.90.95.90

Description: Other preparations containing in the dry state, over 10% by weight of milk solids, but less than 50% by weight of dairy content.

	UNITS OF MEASURE 
	Kilograms

Canadian dollars
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