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B f—
Statement by the Separate Customs Territory of
Taiwan, Penghu, Kinmen and Matsu
at the Negotiating Group on Market access
19-21 February 2003
Thank you Mr. Chairman for giving me the floor.

I would like to take the opportunity to elaborate briefly on the views contained in
our first written submission on the Negotiating Group on Market Access. Having
ourselves not so long ago completed the process of domestic consultations, we believe
we can bring a relevant perspective to the subject of negotiating modalities and
related issues, and in particular the special interests of newly acceded Members.

In this respect, my delegation shares the views of other Members. that
newly-acceded Members will already have made extensive market access
commitments during their accession negotiations, far beyond those made as the result
of the Uraguay Round. Moreover, some new Members will still be in the process of
implementing significant first-stage concessions on non-agricultural products. In these
cases, the timetable agreed for the phasing-in of their accession commitments
acknowledges the fact that their industries need time to adjust to the new demands of
WTO Membership.

It would surely be unfair to ask newly-acceded Members to make equal
concessions within the same staging periods as those accepted by other Members in
these negotiations. We would therefore urge Members to take this situation into
account where it exists, by allowing such newly-acceded Members a longer staging
period. In this regard, we suggest that the staging periods should commence from
certain periods after the conclusion of implementation periods already committed to
by each Member in its Tariff Schedule. We will present a further submission on this
issue in the near future for Member’s consideration.

On the matter of negotiating modalities, it 1s worth nothing that substantial
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disparities remain within the tariff structures of WTO Members. For many developed
Members this is particularly the case in relation to tariff peak and tariff escalation
issues, while for most developing Members a wide divergence continues to exist
between rates bound at ceiling levels and applied tariff rates. There is still a
considerable amount of work to be done, therefore, within the limited time-frame
provided to us under the Doha Declaration.

Taking this fact into account, my delegation is in favour of a sector-by-sector
approach to the non-agricultural market access negotiations. In our view, it is not
necessary, or desiraﬁle, to employ a single negotiating modality to conducting the
market access negotiations. A variety of modalities can be utilized, and these can
differ from sector to sector. This multiple modality approach has the advantage of
giving Members maximum flexibility in the negotiating process. For example, in one
sector liberalization could be in the form of tariff elimination; in another it could be
achieved through the harmonization of tariffs, while a critical mass of trade from
participants is reached. Furthermore, we would like to see participation in existing
zero-for-zero agreements broadened to include the critical mass of trading partners
participating in world trade for each of the sectors involved, in order that the most
meaningful level of liberalization may be achieved.

Most importantly, it seems to us that the use of a variety of approaches to tariff
liberalization on a ‘sector-by-sector basis would allow the different levels of
development of Members, and in particular the special needs of the developing and
least developed Members, to be taken into account.

In addition, we would like to emphasize that special consideration should given
to the treatment of exhaustible natural resource sectors, especially fishery and forestry
products. We are of the view that these sectors should not be enumerated in the
zero-for-zero approach as that would probably accelerate the process towards the

exhaustion of these precious natural resources.
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Finally, Mr. Chairman, I would like to make it clear that, out of all the items on
the Doha Development Agenda, it is to these negotiations that my delegation attaches
the gréatest importance. We look forward to working closely with you and other
delegations in making substantive progress in the market access negotiations on
non-agricultural products. I do hope that our proposals will serve as a useful basis for
further discussion.

I thank you very much, Mr. Chairman.
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i S
Intervention by the Separate Customs Territory of Taiwan, Penghu,
Kinmen and Matsu on Fishery Issues

I would like to make some comment on Japan’s proposal on sustainable
development and the trade of forest and fishery product. There is no doubt that
adopting trade measure is one of the most effective ways to manage natural resources.

We believe that it is necessary to employ a multilateral trading system that takes
both trade liberalization and sustainable fishery resource management into
consideration.

It is our conviction that when deciding the level of tariffs on fishery products,
each Member shall give priority to examining the level of fishery resources and the
status of fishery management and be allowed to retain flexibility in the process of the
negotiation. We are of the view that the fishery sector should not be included in the
zero-for-zero approach, for that would cause negative influence on the sustainable use
of the fishery resources.

‘With this in mind, we share the same points of view with Japan that it is
indispensable for the WTO to promote trade liberalization, while fully acknowledging
such concerns of the civil society. WE must, therefore, take into consideration the
global environmental issues and ensure the sustainable use of exhaustible natural

resources.
Thank you Mr. Chairman.
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Submission by the Separate Customs Territorv of Taiwan,
Penghu, Kinmen and Matsu

The following communication, dated 19 December 2002, has been received from the
Permanent Mission of the Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu.

Introduction

1. We particularly welcome that the non-agricultural market access negotiations, as mandated
by the Doha Ministerial Declaration, are comprehensive and without a priori exclusions of any
products. The negotiations should therefore incorporate all tariff items. For the negotiations to
achieve the ultimate result of effectively removing tariff and non-tariff barriers, we believe it is
essential that Members not only participate fully in the negotiations in a meaningful way, but also
make their priorities known as early as possible in the negotiating process.

2. In this, its first submission to the negotiating group, the Separate Customs Territory of
Taiwan, Penghu, Kinmen and Matsu wishes to set out its views on the various approaches under
consideration and to suggest ways in which the most ambitious goals of the Doha mandate on
non-agricultural market access may be achieved. This submission addresses the areas of negotiating
modalities, base rates, nomenclature, tariff bindings, staging, high tariff, tariff peaks and tariff
escalations, nuisance tariffs, special consideration for newly-acceded members, non-tariff measures
and special and differential treatment.

Negotiating Modalities

3. Studies by both the WTO and UNCTAD show that, while the achievement over the last 50
years in reducing industrial tariffs has been very impressive, there remain substantial disparities
within the tariff structures of WTO Members. For many developed Members this is particularly the
case in relation to tariff peak and tariff escalation issues, while for most developing Members a wide
divergence continues to exist between rates bound at ceiling levels and applied tariff rates. There is
still a considerable amount of work to be done, therefore, within the limited time frame provided to us
under the Doha Declaration.

4. Bearing in mind the ambitious objectives agreed in the Doha mandate, Members should
resolve to achieve a more fruitful outcome than was attained in the Uruguay Round in the case of
non-agricultural tariff reductions. In this regard, Members have suggested various modalities,
including zero-for-zero, a harmonizing formula, request-and-offer, and target tariff rates. It is worth
noting that not a single Member appears to have a strong objection to a cocktail approach to
negotiations.

5. Taking this fact into account, the Separate Customs Territory of Taiwan, Penghu, Kinmen and
Matsu favours a sector-by-sector approach to the non-agricultural market access negotiations. All
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sectors should be covered. In our view, it is not necessary to or desirable to employ a single
negotiating modality to conducting the market access negotiations. A variety of modalities can be
utilized, and these can differ from sector to sector. Using this multiple modality approach has the
advantage of providing maximum flexibility for Members in the negotiating process. For example, in
one sector liberalization could be in the form of tariff elimination (on either a “zero for zero” or
“ITA” basis), in another it could be achieved through the harmonization of tariffs, and in another by
reductions in target tariff rates. Furthermore, we would like to see participation in existing
zero-for-zero agreements broadened to include the critical mass of trading partners participating in
world trade for each of the sectors involved, in order that the most meaningful level of liberalization
may be achieved.

6. Importantly, it seems to us that the use of a variety of approaches to tariff liberalization on a
sector-by-sector basis would allow the different levels of development of Members, and in particular
the needs of the developing and least developed Members, to be taken into account.

7. In addition, we would like to emphasize that special consideration should be given to the
treatment of exhaustible natural resource sectors.

Base Rates

8. With regard to the base rates to be used in these negotiations, we acknowledge that, in the
case of a number of Members, significant gaps remain between bound and applied rates. Nevertheless
my delegation considers that bound rates, which signify Members’ legal commitments in this
organization, are the only legitimate rates to use as basis for the negotiations.

>

9. In the case of unbound duties, we consider that applied rates that are in effect in 2002 should
be employed as the negotiating base rate, but in conjunction with the standstill and no-rollback
principle. This approach would provide predictability in the negotiating process as well as enhance
the coverage of bindings, which in turn adds stability to the global trade regime.

Nomenclature

10. As for the nomenclature issue, in principle we are in favour of all schedules of concessions
being in a common nomenclature. Considering that only 24 Members circulated their HS2002
changes according to the document G/MA/TAR/4/Rev.2 and most of the IDB data are based on HS
1996, it would seem sensible to use HS 1996, for the most part, as the common nomenclature.
However, to be fully consistent with the proposal to use bound rates as base rates for the negotiations,
in those instances where the nomenclature in which individual Member have bound their tariffs under
the WTO differs from HS 1996, we are of the view that the Member concerned should be free to use
their bound nomenclature. This approach, nevertheless, would require such Members to provide tariff
nomenclature concordance tables to assist trading partners when engaging in bilateral negotiations.
Furthermore, as this negotiation is mandated to be completed by 1 January 2005, some Members may
be required to transpose their tariff schedules from HS 1996 to the HS 2002 version before the
completion of this negotiation. For those Members having to make this transposition, the preparation
of concordance tables for use by other Members during the negotiations should be required in the
interests of transparency.

Tariff Bindings

11. According to the WTO document on Members’ Tariff Profiles, 77 out of the 126 WTO
Members reviewed have not bound their tariff rates on all non-agricultural tariff lines. This being so,
one objective of the negotiations on market access for non-agricultural products should be to increase
Members’ bindings to full coverage for all relevant tariff items. This approach would increase the
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predictability of the global trade regime and could lead to greater trade liberalization. In this context,
our view is that all Members should commit to bind all of their non-agricultural tariff lines at the
conclusion of these negotiations, with the exception of least-developed country Members, who may
determine the coverage of their binding undertakings on an autonomous basis.

Staging

12. In our considerations of what length of implementation period to allow for staging tariff
concessions that are agreed to during these negotiations, we believe that experience from the Uruguay
Round is probably the most relevant. We suggest that the general rule for staging should be to allow
for implementation over five years, in principle, commencing either from the conclusion of
implementation periods already committed to by each Member in its Tariff Schedule, or from the
conclusion of these negotiations, whichever is the later.

High Tariff, Tariff Peaks and Tariff Escalation

13. Tariff peaks and tariff escalation remain significant barriers to market access for the exports
of developing countries, due principally to the fact that the most commonly used peak and tariff
escalation practices are applied precisely to those industrial products for which developing and least
developed countries have the greatest comparative export advantage.

14. We support the overall aim of reducing high tariffs, tariff peaks, and tariff escalation.
However, like some other Members we feel that the definition of the terms *“high tariffs,” “tariff
peaks,” and “tariff escalation” needs to be clarified if negotiations are to be conducted effectively.

15. In view of the fact that the WTO Secretariat has already presented a paper (TN/MA/S/4) that
provides a clear approach to defining the terms “international peaks” and “national peaks,” we would
suggest that this same approach may be employed as a benchmark for working towards clarification
of these definitions.

16. Since tariff peaks and tariff escalation are believed to have the greatest trade distorting effects
(e.g. compared with nuisance tariffs), it is suggested that Members should give priority to reducing
tariff peaks and rationalizing tariff escalation. In this regard, because tariff structures vary greatly
from Member to Member, we support the use of a request-and-offer approach.

Nuisance Tariffs

17. On nuisance tariffs, it is worthy of note that the administrative costs of collecting minimal
tariffs are not always greater than the revenues collected, especially in the case of some high-value
items. Moreover, such tariffs can sometimes provide significant amounts of customs revenue.
Accordingly, we must carefully define the scope of “nuisance” tariffs and eliminate only those
considered to be truly burdensome.

Special Consideration for Newly-Acceded Members

18. My delegation would like to reiterate its concerns regarding those newly-acceded Members
that are still in the process of implementing significant first-stage market access concessions on non-
agricultural products in compliance with their accession commitments. In these cases, the timetable
agreed for the phasing-in of their accession commitments acknowledges'the fact that their industries
need time to adjust to the new demands of WTO Membership. We would therefore urge Members to
take this situation into account where it exists, by allowing such newly-acceded Members a longer
staging period and credit for autonomous liberalization.
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Non-Tariff Barriers (NTBs)

19. Not only do NTBs cause uncertainty and friction in international trade, but they can increase
transaction costs for exporters and importers as well. Furthermore, severely restrictive NTBs can
function in much the same way as extremely high tariffs.

20. To facilitate discussion on NTBs, we support some Members’ suggestion that Members
should first identify the potential non-tariff barriers about which they are concerned. On the basis of
the results of Members’ NTB notifications, Members will be in a better position to discuss the subject
and categorize these NTBs according to whether they are ‘issue-specific’ and ‘sector-specific’. NTBs
that are issue-specific should be addressed, where possible, in other relevant Committees or
Negotiating Groups. The only NTBs that would be addressed in this Negotiating Group would
therefore be: (1) those issue-specific NTBs that other Committees or Negotiating Groups have no
mandate to address; and (2) sector-specific NTBs.

Special and Differential Treatment (S&D)

21. Bearing in mind that the issue of the special needs and conditions affecting the trade of
developing countries (including the least-developed countries) is one of the cornerstones of the Doha
Development Agenda, my government would like to see a balanced package resulting from these
negotiations, which caters for the needs and interests of developing and least-developed countries. To
achieve this, a systematic, transparent and comprehensive application of S&D will be required.

22. We therefore believe there should be continued emphasis on a coordinated evaluation of the
capacity-building needs of these countries and on providing the appropriate measures to help them
participate actively in the multilateral trading system. Accordingly, we recommend designing
capacity-building programmes that are individually tailored to the particular needs of each of the
Members concerned, which also contain certain milestones and assessment criteria to show what
progress a country is making internally with the capacity-building assistance already provided. This
would help to avoid duplication of the assistance provided and ensure that the effects are optimized.
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Addendum

The following communication, dated 27 December 2002, has been received from the
Permanent Mission of Korea.

L INTRODUCTION

1. As a result of reductions in tariffs and non-tariff barriers since the end of the Uruguay Round
of negotiations, market access for non-agricultural products has substantially improved. However,
WTO Members still face various barriers to trade in non-agricultural products, including tariff peaks,
high tariffs and tariff escalation.

2. The Doha Development Agenda provides Members with the opportunity to deal with the
remaining trade barriers for non-agricultural products. Indeed, the Doha Ministerial Declaration sets
out an ambitious goal for negotiations on non-agricultural products. Paragraph 16 of the Doha
Ministerial Declaration calls upon Members to reduce or as appropriate eliminate tariff peaks, high
tariffs and tariff escalation taking fully into account the special needs and interests of developing and
least-developed country participants.

3. Korea is of the view that Members must make conscientious efforts to meet the ambitious
mandate of the Doha Ministerial Declaration. Korea has already presented its views on the major
elements of negotiations on non-agricultural products through its first submission (TN/MA/W/6).
This submission elaborates on Korea’s first submission, focusing on the modalities for negotiations.

IL. PRINCIPLES

4. Korea believes that negotiations on modalities should be based on the following principles:
(a) The outcome should ensure balance of benefits between developed and developing country
Members.

(b) The modalities should ensure transparency so that Members can evaluate the effect of their
application.

(c) The modalities should ensure substantial improvement in market access that goes beyond

what was achieved during the Uruguay Round of negotiations.

(d) The modalities should aim at achieving convergence of different tariff structures of Members
by effectively addressing tariff peaks, high tariffs and tariff escalation.
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(e) The modalities should take into account the current tariff structures of Members which reflect
their respective levels of development.

III. MODALITIES FOR TARIFF REDUCTION

5. Korea proposes that each Member reduce its trade weighted average tariff rate by 40 percent.
Members will achieve this goal in accordance with the following tariff reduction formulae:

(a) The bound tariff rate for each non-agricultural product shall be reduced at least by 20 percent
with no exceptions.

(b) For those products whose-current bound tariff rates are above either two times each Member’s
current simple national average tariff rate or 25 percent, the tariff rates shall be reduced by more than
20 percent.

The tariff rates above two times the national average, after minimum reduction of 20 percent,
shall be further subtracted by 70 percent of the difference between them and two times the
simple national average. For example, if the national average tariff rate is 3 percent and the
tariff rate for product A is 15 percent, the final tariff rate for product A shall be less than 5.7
percent.

T\ =(T¢*0.8)-0.7*(To-2%T,)

T;: maximum tariff rate after reduction
To: tariff rate before reduction (above 2 times the national average)
T,: national average tariff rate

The tariff rates above 25 percent, after minimum reduction of 20 percent, shall be further
subtracted by 70 percent of the difference between them and 25 percent. For example, if the
tariff rate for product B is 50 percent, the final tariff rate for product B shall be less than 22.5
percent.

T,= (To*0.8)-0.7*(T-25)

T:: maximqm tariff rate after reduction
Ty: tariff rate before reduction (above 25 percent)

If a tariff rate is above two times the simple national average and at the same time above 25
percent, the final tariff rate shall be whichever is lower after the reduction as described above.

(c) If the result of tariff reduction in accordance with the formulae as described above is under the
targeted 40 percent reduction of the trade weighted average tariff rate, Members shall make additional
tariff reduction at its own discretion to achieve the targeted 40 percent reduction. However, if the
result of tariff reduction in accordance with the formulae as described above goes beyond the targeted
40 percent reduction, Members shall apply the result.

For the results of applying these formulae, please refer to the table and graph attached.
Base Rates and Base Year

6. The base rates for tariff reduction shall be the final bound rates agreed at the UR negotiations.
The base rates for unbound tariff lines shall be the applied rates for the year 2001. In view of the
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limited time available until the deadline of 1 January 2005 for concluding the negotiations and the
progress of the conversion work to HS 2002, HS 96 shall be employed.

Non Ad Valorem Tariffs

7. Non ad valorem tariffs shall be reduced on the basis of their ad valorem equivalents and in
accordance with the modalities as described above.

8. After the reduction of non ad valorem tariffs on the basis of their ad valorem equivalents,
Members shall have discretion to convert non-ad valorem tariffs into ad valorem tariffs or maintain
non ad valorem tariffs.

Least Developed Countries

9. Least developed country Members should be exempted from the tariff reduction obligation.
But they are required to substantially increase their tariff binding ratios.

Implementation Period

10. The implementation period for tariff reduction shall be five years. However, for developing
country Members, the implementation period shall be seven years. During the implementation period,
Members shall make equal annual cuts.

Iv. NON-TARIFF BARRIERS

11. Negotiations on NTBs should not derail or delay the entire negotiating process on market
access. Therefore, Members should agree early in the process on the scope of negotiations, with a
particular focus on how to deal with issues involving existing WTO rules and agreements. A
balanced consideration of both the open nature of the Doha mandate on NTBs and the limited
time-frame for the conclusion of negotiations is crucial to the success of negotiations in this area.

12. In this connection, Members should take into consideration the following key elements in
defining the scope of negotiations on NTBs:

(a) Non-duplication of work with other negotiating bodies;

(b) Existence of a critical mass calling for addressing the particular NTBs;

(© Achievability of negotiating objectives within the agreed time-frame for DDA negotiations;
and

(d) Respect for each Member’s authority in pursuing national policy objectives.

V. ENVIRONMENTAL GOODS

13. Korea believes that limiting the scope of product coverage to a manageable level is desirable
in view of the need to ensure broader participation of developing country Members in the reduction
commitments in this sector.

14. Korea proposes that Members establish a WTO list of environmental goods, taking advantage
of the works already undertaken by the APEC and the OECD. Environmental goods to be included in
the list should be determined in terms of their end-use, but not in terms of their production and
process methods.
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Average=3 Average=10 Average=15 Average=30
Tariff Rate | Maximum | Minimum | Maximum {Minimum| Maximum | Minimum | Maximum |Minimum
Before | Tariff Rate |Reduction | Tariff Rate |[Reduction| Tariff Rate | Reduction | Tariff Rate |Reduction
Reduction After Rate After Rate After Rate After Rate
Reduction Reduction Reduction Reduction
1 0.8 20.0% 0.8 20.0% 0.8 20.0% 0.8 20.0%
2 1.6 20.0% 1.6 20.0% 1.6 20.0% 1.6 20.0%
3 2.4 20.0% 2.4 20.0% 24 20.0% 2.4 20.0%
4 3.2 20.0% 32 20.0% 3.2 20.0% 3.2 20.0%
5 4 20.0% 4 20.0% 4 20.0% 4 20.0%
6 4.8 20.0% 4.8 20.0% 4.8 20.0% 4.8 20.0%
7 4.9 30.0% 5.6 20.0% 5.6 20.0% 5.6 20.0%
8 5 37.5% 6.4 20.0% 6.4 20.0% 6.4 20.0%
9 5.1 43.3% 7.2 20.0% 7.2 20.0% 7.2 20.0%
10 5.2 48.0% 8 20.0% 8 20.0% 8 20.0%
11 53 51.8% 8.8 20.0% 8.8 20.0% 8.8 20.0%
12 54 55.0% 9.6 20.0% 9.6 20.0% 9.6 20.0%
13 5.5 57.7% 10.4 20.0% 10.4 20.0% 10.4 20.0%
14 5.6 60.0% 11.2 20.0% 11.2 20.0% 11.2 20.0%
15 5.7 62.0% 12 20.0% 12 20.0% 12 20.0%
16 5.8 63.8% 12.8 20.0% 12.8 20.0% 12.8 20.0%
17 5.9 65.3% 13.6 20.0% 13.6 20.0% 13.6 20.0%
18 6 66.7% 144 20.0% 14.4 20.0% 14.4 20.0%
19 6.1 67.9% 15.2 20.0% 15.2 20.0% 15.2 20.0%
20 6.2 69.0% 16 20.0% 16 20.0% 16 20.0%
21 6.3 70.0% 16.1 23.3% 16.8 20.0% 16.8 20.0%
22 6.4 70.9% 16.2 26.4% 17.6 20.0% 17.6 20.0%
23 6.5 71.7% 16.3 29.1% 18.4 20.0% 18.4 20.0%
24 6.6 72.5% 16.4 31.7% 19.2 20.0% 19.2 20.0%.
25 6.7 73.2% 16.5 34.0% 20 20.0% 20 20.0%
26 6.8 73.8% 16.6 36.2% 20.1 22.7% 20.1 22.7%
27 6.9 74.4% 16.7 38.1% 20.2 25.2% 20.2 25.2%
28 7 75.0% 16.8 40.0% 20.3 27.5% 20.3 27.5%
29 7.1 75.5% 16.9 41.7% 20.4 29.7% 20.4 29.7%
30 7.2 76.0% 17 43.3% 20.5 31.7% 20.5 31.7%
35 7.7 78.0% 17.5 50.0% 21 40.0% 21 40.0%
40 8.2 79.5% 18 55.0% 21.5 46.3% 21.5 46.3%
45 8.7 80.7% 18.5 58.9% 22 51.1% 22 51.1%
50 9.2 81.6% 19 62.0% 22.5 55.0% 22.5 55.0%
55 9.7 82.4% 19.5 64.5% 23 58.2% 23 58.2%
60 10.2 83.0% 20 66.7% 23.5 60.8% 23.5 60.8%
65 10.7 83.5% 20.5 68.5% 24 63.1% 24 63.1%
70 11.2 84.0% 21 70.0% 24.5 65.0% 24.5 65.0%
75 11.7 84.4% 21.5 71.3% 25 66.7% 25 66.7%
80 12.2 84.8% 22 72.5% 25.5 68.1% 25.5 68.1%
85 12.7 85.1% 22.5 73.5% 26 69.4% 26 69.4%
90 13.2 85.3% 23 74.4% 26.5 70.6% 26.5 70.6%
95 13.7 85.6% 23.5 75.3% 27 71.6% 27 71.6%
100 142 85.8% 24 76.0% 275 72.5% 27.5 72.5%
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Average=3 Average=10 Average=15 Average=30
Tariff Rate | Maximum |Minimum | Maximum |Minimum| Maximum | Minimum | Maximum |Minimum
Before Tariff Rate |Reduction| Tariff Rate (Reduction| Tariff Rate | Reduction | Tariff Rate [Reduction
Reduction After Rate After Rate After Rate After Rate
Reduction Reduction Reduction Reduction
1 0.8 0.2 0.8 0.2 0.8 0.2 0.8 0.2
5 4 0.2 4 0.2 4 0.2 4 0.2
10 5.2 0.48 8 0.2 8 0.2 8 0.2
15 5.7 0.62 12 0.2 12 0.2 12 0.2
20 6.2 0.69 16 0.2 16 0.2 16 0.2
25 6.7 0.732 16.5 0.34 20 0.2 20 0.2
30 7.2 0.76 17| 0.433333 20.5| 0.316667 20.5| 0.316667
35 7.7 0.78 17.5 0.5 21 0.4 21 0.4
40 8.2 0.795 18 0.55 215 0.4625 21.5 0.4625
45 8.7| 0.806667 18.5| 0.588889 221 0.511111 22| 0.511111
50 9.2 0.816 19 0.62 22.5 0.55 22,5 0.55
55 9.7] 0.823636 19.5| 0.645455 23| 0.581818 23| 0.581818
60 10.2 0.83 20| 0.666667 23.5| 0.608333 23.5| 0.608333
65 10.7| 0.835385 20.5| 0.684615 24 0.630769 24 0.630769
70 11.2 0.84 21 0.7 245 0.65 24.5 0.65
75 11.7 0.844 21.5{ 0.713333 25| 0.666667 25| 0.666667
80 12.2 0.8475 22 0.725 25.5 0.68125 25.5| 0.68125
85 12.7} 0.850588 22.5| 0.735294 26| 0.694118 26| 0.694118
90 13.2] 0.853333 23| 0.744444 26.5| 0.705556 26.5| 0.705556
95 13.7| 0.855789 23.5| 0.752632 27/ 0.715789 27| 0.715789
100 14.2 0.858 24 0.76 27.5 0.725 27.5 0.725
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Second Submission by India

Addendum

The following document, dated 30 December 2002, has been received from the Permanent
Mission of India.

Introduction

1. India expects that the market access negotiations will significantly improve the market access
of developing countries through the reduction in tariffs and non-tariff barriers in particular in products
of export interest to developing countries. This would be in keeping with the development theme of
the Doha Declaration which has sought to place the needs and interests of developing countries at the
heart of the Doha Work Programme. In turn India will be willing to make its full contribution to the
tariff liberalization process, in conformity with the Doha Mandate.

2. In its first submission, circulated in Document TN/MA/W/10 dated 22 October, 2002, India
had offered its preliminary thoughts in carrying forward the Doha mandate for the negotiations. The
paper had inter alia drawn attention to the various elements of the mandate, as seen from a developing
country perspective, and emphasized that the negotiations this time should bring forth substantial
gains to developing countries. Following further consideration, as also after extensive domestic
consultations with the various concerned stakeholders, India makes this second submission, proposing
certain specific modalities for the negotiations.

Approach
3. In proposing these modalities, India’s approach has been guided by the essential elements of

the Doha Mandate which require that in the negotiations it is important to ensure that :

(a) Tariff peaks, tariff escalation, high tariffs and non-tariff measures, in particular in products of
export interest to developing countries, are effectively dealt with. Tariff peaks imposed by developed
countries are often concentrated in products that are of export interest to developing countries such as
in textiles and clothing; leather, rubber, footwear and travel goods; transport equipment; fish and fish
products; etc. That most developed countries’ tariffs for such items increase with the level of
processing of such products and that such products are often excluded from preferential tariff schemes
such as GSP, is well documented;

(b) The approach should fully integrate the “less than full reciprocity” concept in reduction
commitments. Formulae effectively seeking to drastically reduce the tariffs generally prevailing in a
developing country schedule while being comparatively less demanding on developed country
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counterparts will not be in keeping with the mandate even if they are sought to be projected as
harmonising tariff levels, which in any case is not a specific objective in the Doha Declaration;

(c) It must be recognized that for many developing countries customs tariffs contribute
significantly to government revenue and are necessary for meeting critical developmental expenditure.
Accordingly any customs tanff reduction commitments by such countries will necessarily have to
have flexibilities in conformity with its programs for restructuring of governmental revenue sources;

(d) The fiscal, developmental, strategic and other needs of developing countries should be fully
taken into account as required infer alia by paragraph 3 (c) of Article XXVIII bis of GATT 1994. The
approach decided upon must allow a developing country to calibrate its market access commitments
in accordance with its economic, social and political imperatives; and

(e) Special needs of economic development of developing countries including where there are
labour intensive small scale enterprises should be kept in view.

‘Specific Proposals on Modalities

4, India proposes the following modalities for the tariff negotiations:

(a) For tariff lines already bound, reductions should be undertaken only from bound levels and
not from applied rates.

(b) The method of reduction in existing tariff bindings for bound items should consist of:

(1) A simple percentage cut on bound tariffs of each Member, with a higher percentage
to be set for developed countries than the percentage set for developing countries.
Such a reduction method will be in conformity with the mandate requiring “less than
full reciprocity in reduction commitments” by developing countries. Even, under this
approach, developing countries which generally have higher tariffs will be making
significant reductions in absolute terms.

(1) Members shall not impose tariff on any product in excess of three times its average
tariff. The average for this purpose shall be calculated after effecting the tariff
reduction as per (i) above. This will effectively address the issue of peak tariffs and
tariff escalation, in particular on products of export interest to developing countries.

(iif)  In determining the reduction to be effected by developing countries their dependence
on customs tariff for revenue i.e. percentage contribution of customs tariff in the
overall revenue collected by a government may also be a factor that has to be kept in
view.

@iv) Flexibility to be available to developing countries to decide on the actual bindings on
some tariff lines as a special and differential measure while still maintaining the
percentage reduction on an average basis as per (i) above.

() Unbound tariff lines being generally more sensitive, greater flexibilities are to be provided for
these items including as follows:

@) For unbound tariff lines, developing countries should have the flexibility to bind them
at levels generally above the higher of the bound rates prevailing for bound items in a
country’s tariff schedule; and

(i) While product coverage shall be comprehensive and without a priori exclusions i.e.,
no sector as such may be excluded from the negotiations, developing countries should
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have the flexibility not to bind certain unbound tariff lines still considered
domestically highly sensitive or strategically important.

(d) Supplemental ‘zero for zero’ or ‘tariff harmonisation’ proposals to be kept to a minimum
since they impose onerous obligations on developing countries. Even in the limited sectors where
such approaches may be agreed upon, including if such an approach is agreed to for environmental
goods, flexibilities such as:

(1) higher harmonised tariff level for developing countries;
(i1) greater credit for tariff reductions by developing countries; and
(i) longer implementation periods,

...would need to be incorporated to suitably take account of developing country
interests;

5. As for implementation period or staging, the precedent set in the Uruguay Round may be
followed and developing countries should be permitted to implement the tariff commitments
undertaken over a longer period, than that by developed countries. The actual duration will also
depend on the extent of commitments undertaken. For developing countries it should extend up to a
10 year period.

6. Several developing countries have reduced and bound their tariffs since the Uruguay Round,
including through participation in the ITA. Credit for such autonomous liberalisation of tariffs should
be given.

7. The use of specific duties is an important issue. Consensus needs to be built on how to deal
with this matter.

8. On non-tariff barriers, India is not making any further suggestions at this stage to what is
already contained in TN/MA/W/10. It will be appropriate to revert to this issue after the process of
identification of NTMs is completed, for which the Chairman has already indicated 31 January, 2003
is the date by when members have to submit the list of NTMs faced by them.

9. On environmental goods, India would make further submissions once a consensus on how
NGMA should proceed further on this matter is reached.
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS
Elaboration of India’s Proposal
Addendum

The following document, dated 14 March 2003, has been received from the Permanent
Mission of India.

1. India had put forth its specific proposals on modalities. This was circulated to Members
vide Document No. TN/MA/W/10/Add.1. Further to the discussions held at the NGMA meeting on
19-21 February, 2003 India wishes to elaborate its proposals as per details given below -

2. India’s tariff reduction proposal inter alia requires all Members to undertake the
following steps in reducing their tariffs in respect of tariff lines already bound:

(6] A simple percentage cut on bound tariffs of each Member, with a higher percentage
to be set for developed countries than the percentage set for developing countries.
Such a reduction method shall fully take into account the special needs and interests
of developing and least developed country members and will be in conformity with
the mandate requiring “less than full reciprocity in reduction commitments” by
developing countries.

(i1) Members shall not impose tariff on any product in excess of three times their average
tariff. The average for this purpose shall be calculated after effecting the tariff
reduction as per (i) above.

3. The proposal for already bound tariff lines may thus be mathematically represented as
below:
AY
Step 1 - Tey=(1——)*T,
P = 1 00) o
Step 2 - Tr = Tr; or 3*T; whichever is less
Where

A = less than full reciprocity’ parameter;

A = [ for developed countries and

A = 0.67 for developing countries
= Reduction percentage (to be negotiated)
= Present bound tariff on an individual tariff line
Reduced tariff after Step 1 on the individual tariff line
= Simple average tariff after Step 1
= Final bound tariff on the individual tariff line

S ESReIF
|
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4. As an S&D measure developing countries will have flexibility to:

a) Decide on the actual bindings on some tariff lines while still maintaining the percentage
reduction on an average basis as per 2(i) above.

b) Developing country members shall also have flexibility in respect of 2(ii) above.

c) Further, the flexibility to decide individual tariff bindings proposed in (a) above shall be
on at least 15% of the bound tariff lines of the concerned developing country Members.
This flexibility is on the understanding that the overall percentage reduction will be
achieved.

5. The resulting bound tariffs on some hypothetical tariff levels after the use of the above
formula with some indicative tariff reduction rates are illustrated in Annex-A.

6. Regarding hitherto unbound tariff lines, developing countries may bind them at the highest of
the bound rates in a Member’s tariff schedule or at the applied rate on a cut off date (base date)
whichever is higher. Further, at least up to 10% of the presently unbound tariff lines still considered
sensitive or strategically important for a developing country could be left unbound, but no sector is to
be kept completely unbound. The binding of the unbound tariff lines is in itself to be considered a
concession in terms of Article XXVIII bis:2(a).
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ANNEX A

Tariff Reduction Obtained by 45% - 30% Ratio

Initial Tariff Reduction — Step 1 Final Tariff — Step 2°
rate of Developed Developing Members with Bound Tariff ]
: o o Average* Average* Average* Average

farifts 45% 30% 3% 5% 10% 20%
0.0 0.0 0.0 0.0 0.0 0.0 0.0
2.5 1.4 1.8 1.4 14 1.8 1.8
5.0 2.8 3.5 2.8 2.8 3.5 3.5
7.5 4.1 5.3 4.1 4.1 5.3 5.3
10.0 5.5 7.0 5.5 5.5 7.0 7.0
12.5 6.9 8.8 6.9 6.9 8.8 8.8
15.0 8.3 10.5 8.3 8.3 10.5 10.5
17.5 9.6 12.3 9.0 9.6 12.3 12.3
20.0 11.0 14.0 9.0 11.0 14.0 14.0
22.5 12.4 15.8 9.0 12.4 15.8 15.8
25.0 13.8 17.5 9.0 13.8 17.5 17.5
27.5 15.1 19.3 9.0 15.0 19.3 19.3
30.0 16.5 21.0 9.0 15.0 21.0 21.0
325 17.9 22.8 9.0 15.0 22.8 22.8
35.0 19.3 24.5 9.0 15.0 24.5 24.5
375 20.6 26.3 9.0 15.0 26.3 26.3
40.0 22.0 28.0 9.0 15.0 28.0 28.0
42.5 23.4 29.8 9.0 15.0 29.8 29.8
45.0 24.8 31.5 9.0 15.0 30.0 315
47.5 26.1 333 9.0 15.0 30.0 333
50.0 27.5 35.0 9.0 15.0 30.0 35.0
52.5 289 36.8 9.0 15.0 30.0 36.8
55.0 30.3 38.5 9.0 15.0 30.0 385
57.5 31.6 403 9.0 15.0 30.0 40.3
60.0 33.0 42.0 9.0 15.0 30.0 42.0
62.5 34.4 43.8 9.0 15.0 30.0 43.8
65.0 35.8 45.5 9.0 15.0 30.0 45.5
67.5 37.1 473 9.0 15.0 30.0 473
70.0 38.5 49.0 9.0 15.0 30.0 49.0
72.5 39.9 50.8 9.0 15.0 30.0 50.8
75.0 41.3 52.5 9.0 15.0 30.0 52.5
77.5 42.6 54.3 9.0 15.0 30.0 54.3
80.0 44.0 56.0 9.0 15.0 30.0 56.0
82.5 454 57.8 9.0 15.0 30.0 57.8
85.0 46.8 59.5 9.0 15.0 30.0 59.5
87.5 48.1 61.3 9.0 15.0 30.0 60.0
90.0 49.5 63.0 9.0 15.0 30.0 60.0
92.5 50.9 64.8 9.0 15.0 30.0 60.0
95.0 52.3 66.5 9.0 15.0 30.0 60.0
97.5 53.6 68.3 9.0 15.0 30.0 60.0
100.0 55.0 70.0 9.0 15.0 30.0 60.0

% In Step 2 the illustrated figures with average tariff of 3% & 5% are for developed countries, while the
illustrated figures with average tariff of 10% & 20% are for developing countries.
" Average after application of Step 1.
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Tariff Reduction Obtained by 50% - 33'/;% Ratio
N Tariff Reduction - Step 1 Final Tariff - Step 2°
::tl:zlf Developed Developing Members with Bound Tariff
i Average* Average* Average* Average’

tarits 50% 3% 3%g S%g 10%g 20"/3.g
0.0 0.0 0.0 0.0 0.0 0.0 0.0
2.5 1.3 1.7 1.3 1.3 1.7 1.7
5.0 2.5 34 2.5 2.5 34 34
7.5 3.8 5.0 38 38 5.0 5.0
10.0 5.0 6.7 5.0 5.0 6.7 6.7
12.5 6.3 8.4 6.3 6.3 8.4 ’ 8.4
15.0 7.5 10.1 7.5 7.5 10.1 10.1
17.5 8.8 11.7 8.8 8.8 11.7 11.7
20.0 10.0 13.4 9.0 10.0 13.4 13.4
22.5 11.3 15.1 9.0 11.3 15.1 15.1
25.0 12.5 16.8 9.0 12.5 16.8 16.8
27.5 13.8 18.4 9.0 13.8 18.4 18.4
30.0 15.0 20.1 9.0 15.0 20.1 20.1
32.5 16.3 21.8 9.0 15.0 21.8 21.8
35.0 17.5 23.5 9.0 15.0 23.5 23.5
375 18.8 25.1 9.0 15.0 25.1 25.1
40.0 20.0 26.8 9.0 15.0 26.8 26.8
425 21.3 28.5 9.0 15.0 28.5 28.5
45.0 22.5 30.2 9.0 15.0 30.0 30.2
475 23.8 31.8 9.0 15.0 30.0 31.8
50.0 25.0 335 9.0 15.0 30.0 335
52.5 26.3 35.2 9.0 15.0 30.0 352
55.0 27.5 36.9 9.0 15.0 30.0 36.9
57.5 28.8 38.5 9.0 15.0 30.0 38.5
60.0 30.0 40.2 9.0 15.0 30.0 40.2
62.5 313 41.9 9.0 15.0 30.0 41.9
65.0 325 43.6 9.0 15.0 30.0 43.6
67.5 33.8 45.2 9.0 15.0 30.0 45.2
70.0 35.0 46.9 9.0 15.0 30.0 46.9
72.5 36.3 48.6 9.0 15.0 30.0 48.6
75.0 37.5 50.3 9.0 15.0 30.0 50.3
77.5 38.8 51.9 9.0 15.0 30.0 51.9
80.0 40.0 53.6 9.0 15.0 30.0 53.6
82.5 413 55.3 9.0 15.0 30.0 55.3
85.0 425 57.0 9.0 15.0 30.0 57.0
87.5 43.8 58.6 9.0 15.0 30.0 58.6
90.0 45.0 60.3 9.0 15.0 30.0 60.0
92.5 46.3 62.0 9.0 15.0 30.0 60.0
95.0 47.5 63.7 9.0 15.0 30.0 60.0

° In Step 2 the illustrated figures with average tariff of 3% & 5% are for developed countries, while the
illustrated figures with average tariff of 10% & 20% are for developing countries.
* Average after application of Step 1
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Tariff Reduction — Step 1

Final Tariff — Step 2°

::::lilf Developed Developing Members with Bound Tariff
tariffs o 1 0 Average* Average* Average* Average'
0% 3375% 3% 5% 10% 20%
97.5 48.8 65.3 9.0 15.0 30.0 60.0
100.0 50.0 67.0 9.0 15.0 30.0 60.0
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Communication from the European Communities

Addendum

The following communication, dated 11 November 2002, has been received from the
European Communities.

EC Compression Mechanism

The compression mechanism combines the properties of both process and result-oriented
types of formulae. It can be described as a simple linear function with a different slope per initial
range of duties resulting in a compression effect on the tariff structure.

The following function gives the duties resulting from the compression of an initial range of
duties into a flatter range.

U_glL

B~ —-B
f(X)=BlL+(x—B§)*(»1U—1),

8 ~B§)

with Bé‘ and B(()] as lower and upper limitsin base bracket,

and BIL and BIU as same limitsin the new bracket,

and where x = initial duty.
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Communication from Japan

Addendum

The following communication, dated 19 December 2002, has been received from the
Permanent Mission of Japan.

Japanese Proposal on
Sustainable Development and the Trade of Forest and Fishery Products

| BACKGROUND

1. Japan submitted, on 5 November 2002, a proposal on “Market Access for Non-Agricultural
Products — Communication from Japan — (TN/MA/W/15)“. While pointing out the need to pay due
attention to the protection of the environment and the promotion of sustainable development, the
paper stated that “special consideration should be given, in the course of market access negotiations,
to goods which have to be appropriately addressed in terms of global environment issues and the
sustainable use of exhaustible natural resources. In this regard, Japan intends to make a specific
proposal on this point as part of this proposal.” At the same time, Members have been discussing the
issue of forest and fishery products in the Committee on Trade and Environment and in the
Negotiating Group on Rules. Japan hereby submits this paper as a further contribution to the
negotiations on forest and fishery products. It contains a specific proposal on the questions that are
related to the market access of those products. When discussing forest and fishery products,
consideration of global environmental issues and the sustainable use of exhaustible natural resources
are of particular importance. In addition, this paper addresses issues concerning the trade and
environment, and rules in a comprehensive manner. Japan expects to see constructive discussions on
these issues in the relevant committee and negotiating groups. The points explained below are not
exhaustive and Japan reserves the right to submit additional proposals.

I1. BASIC IDEAS

2. The Doha Ministerial Declaration firmly reconfirms the commitment to the objective of
sustainable development, which is clearly stated in the Preamble of the Marrakesh Agreement.

! The basic document was circulated with the document symbols TN/MA/W/15 and TN/TE/W/17. The
addendum, however, does not concern the Special Session of the CTE.
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Therefore, the negotiations on forest and fishery products should aim at contributing to the objective
of sustainable development. To this end, due consideration should be given to the fact that the Plan of
Implementation, as well as other documents of the World Summit on Sustainable Development
(WSSD), requires action at all levels to achieve sustainable forest management and sustainable
fisheries. In particular, these documents emphasize the urgent need to prevent, deter and eliminate
illegal, unreported and unregulated (IUU) fishing. Negotiations based on the Doha Ministerial
Declaration should also address how international trade can contribute to sustainable forest
management and sustainable fisheries in all countries, while considering the roles of the forest in
solving or improving global environmental problems, and considering the characteristic of forest and
fishery resources as exhaustible, but renewable natural resources.

3. Needless to say, negotiations on the market access for non-agricultural products should be
evaluated as a whole, ensuring the balance with other negotiations. It should be noted that the civil
society is also concerned about the potential negative influence of a free trade regime on forest and
fishery resources®. It is indispensable for the WTO to promote trade liberalization, while fully
acknowledging such concerns of the civil society, taking into consideration the global environmental
issues and ensuring sustainable use of exhaustible natural resources.

Sustainable forest management and forest products trade

4. Forests are an exhaustible natural resource, which can be depleted through reckless
exploitation or poor management, but can be renewable if it is managed appropriately. Furthermore,
the forest provides various public benefits, such as the mitigation of global warming, the conservation
of biological diversity and the prevention of soil erosion as well as landslides. The forest, therefore, is
expected to play an indispensable role in tackling global environmental issues through sustainable
forest management. However, forests in the world have been decreasing and degrading due to them
being used for agricultural development, over-grazing, the over-harvesting of fuel wood, and
inappropriate commercial harvesting. For example, the FAO estimated® that around 94 million
hectares of forest have been lost over the past ten years, and that existing forests are degrading from
closed forests to open forests. Currently, approximately 20% of the world forest products are subject
to international trade® and a lot of the wood is produced for the purpose of exports . Japan, while
greatly contributing to the development of trade in forest products as a major wood-importing country,
is also interested in the promotion of sustainable forest management in the world. Promoting
sustainable forest management, through which the various needs of forests are being continuously
fulfilled, has been one of the world’s challenges since the United Nations Conference on Environment
and Development (UNCED) in 1992. In particular, at the WSSD, participants reaffirmed that
"Achievement of sustainable forest management is an essential goal of sustainable development”.

% The NGOs, consumers and others expressed their anxiety of the negative influence of a free trade
regime on the sustainable use of forest and fishery resources. The [IUCN (International Union for Conservation
of Nature) resolved at its 2™ World Conference on the Conservation of Nature, held in October 2000, to be
“aware that trade liberalisation may encourage unsustainable exploitation of natural resources and the
marginalization of local communities”, and that it “urges ITUCN to investigate the environmental consequences
of trade liberalisation”.

3 FAO State of the World’s Forests 2001.

* Estimation based on FAO statistical data.
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5. In order to promote trade in forest products in a sustain;lble manner under the multilateral

trading system, it is indispensable that each country cooperates to promote sustainable forest
management. Japan believes that sound forest resources are the fundamental basis for the sustainable
development of trade in forest products, and that the promotion of trade in forest products on a
medium to long-term basis, through achieving sustainable forest management, will follow the
objectives of sustainable development, which were firmly endorsed by the Doha Ministerial
Declaration. In this regard, trade liberalization should not lead to further forest devastation and proper
consideration shall be given to the various public benefits that forests provide.

Sustainable fishery resource management and trade in fishery products

6. Fishery resources are exhaustible natural resources that can be depleted by over-exploitation,
but they are renewable with proper fishery management. Fisheries are not only an economic activity,
but are also contributive to food security, and to the maintenance and development of rural fishing
communities which are dependent on fishing in many countries, in particular, Asian and island
countries. It is essential to achieve the objective of sustainable development in the fishery sector,
taking into account the various roles that fisheries play in each country. However, given the increasing
demand for fishery products all over the world, world fishery resources have been declining due to
such factors as catches being made of a capacity beyond reproduction and to IUU (illegal, unreported
and unregulated) fishing undermining international management efforts. According to the FAO, the
proportion of the world fishery resources, fully or over-exploited, has been increasing steadily by 40
points over the past three decades, culminating at 75% in 1999°. 34% of the world fishery products
are subject to international trade® and many catches are made for export purposes. Japan, while
greatly contributing to the development of fishery trade as the largest fish-importing country,
importing one-fourth of the total world fishery trade on a value basis, is also interested in the
conservation of world fishery resources.

’ The State of World Fisheries and Aquaculture, FAO 2000
Review of the State of World Fishery Resources, FAO 1997
¢ FAO Yearbook of Fishery Statistics - Commodities 1999
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Source: Review of the State of World Fishery Resources, FAO 1997, The State of World Fisheries
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7. It is a prerequisite for each country to implement adequate resource management in a
cooperative fashion in order to promote fishery trade in a sustainable manner under the multilateral
trading system. Japan believes that sound fishery resources are the fundamental basis for the
development of fishery trade, and that the implementation of proper resource management and the
development of fishery trade on a medium to long-term basis will follow the objectives of sustainable
development, which were firmly endorsed by the Doha Ministerial Declaration. In this regard, due
consideration should be given to the roles and functions of fisheries and fishing communities, which
contribute to the sustainable development of resources, in order to prevent them from collapsing.

1. SPECIFIC POINTS TO BE DISCUSSED ON FOREST PRODUCTS

Levels of Tariffs

8. When conducting the negotiations regarding tariffs on forest products as part of the
negotiations on market access for non-agricultural products, in accordance with the Doha Ministerial
Declaration, due consideration should be given to the following points:

(1) Natural and social conditions surrounding forests vary in each Member. Tariffs on forest
products play the role of adjusting the differences in those conditions. From the viewpoint of
the promotion of sustainable forest management, this function should be duly maintained.

In this respect, it is crucial to ensure that each Member retains flexibility among products

when determining the approptiate level of tariffs, by taking into account such factors as the

trends of domestic production and consumption, and the international supply and demand of
each product, while giving due consideration to the conditions and the management of forests
and the experiences of past trade negotiations. Full consideration should also be given to the
importance of the wood industry, which has been evolving in parallel with forests and forestry.

(i1) Japan does not support the idea to call for further sector-specific tariff reductions in the forest
products sector, including zero-for-zero and harmonization, in addition to the general tariff
reduction formula, since it ignores the conditions and the management of forests in each
country, seriously impedes the promotion of sustainable forest management, and does not
represent the position of importing countries. From the viewpoint of ensuring a total balance
of the negotiations, those regarding tariffs should neither be independently conducted, nor
isolated from other issues including export tax and export restriction.
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Special and differential treatment, and capacity building for developing countries

9. Japan’s general idea on special and differential treatment, and on capacity building for
developing countries, is set out in the aforementioned proposal (TN/MA/W/15). In order to ensure
the long-term development of forestry and trade in forest products, it is important to provide technical
and financial assistance which will contribute to the promotion of sustainable forest management in
developing countries.

Export restriction of unprocessed logs

10.(1) Japan recognizes the necessity of trade measures that are taken for the purpose of the
conservation of the environment or of natural resources if implemented in a WTO-consistent
manner.

(i1) One of the specific trade measures taken for this purpose in the forest products sector is
export restriction maintained by some Members on forest products including unprocessed
logs. These export restrictions are explained by the Members as a necessary measure for
preserving forest resources, thereby protecting wild animals and plants inhabiting in the
forests. In this sense, Japan could agree with the rationale behind this measure in light of the
objective of environment protection.

(i)  However, there does exist cases whereby no export restrictions are imposed on processed
wood products made from the unprocessed logs which are subject to the export restriction.
The consistency of these measures with the WTO agreements should therefore be scrutinized
in light of the appropriate trade measures for the purpose of the conservation of the
environment and of natural resources.

Export tax

11. Since export tax, unlike tariff, is unbound, exporting Members are allowed to set at will the
rate thereof. In this sense, the rights and obligations between importing and exporting countries
remains unbalanced. For this reason, export tax should be discussed in the negotiations on market
access for non-agricultural products.

Illegal logging and labelling on forest products

12. Recently, illegal logging has been intemationally recognized as a major factor impeding
efforts towards sustainable forest management. In the WSSD, participants adopted the Plan of
Implementation, which reaffirmed to take "immediate action on domestic forest law enforcement and
illegal international trade in forest products". Japan has already presented a contribution paper to the
Regular Session of the Committee on Trade and Environment with the aim of pursuing a possible
contribution from a trade perspective on illegal logging’. Japan also raised the issue of labelling on
forest products in its aforementioned paper in order to expand discussions on illegal logging,
considering the growing international interest in using labelling on forest products as an effective tool
to promote sustainable forest management.

" WT/CTE/W/211 (11 June 2002) The discussion was held at the CTE regular sessions in June and in
October 2002.
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IVv. SPECIFIC POINTS TO BE DISCUSSED ON FISHERY PRODUCTS
Levels of tariffs

13. When conducting negotiations regarding tariffs on fishery products, as part of the negotiations
on market access for non-agricultural products, in accordance with the Doha Ministerial Declaration,
due consideration should be given to the following points:

(1) 1t is crucial to ensure that each Member retains flexibility among products when determining
the level of tariffs, taking into account the level of fisherv resources and the status of fishery
management;

(1) A zero-for-zero approach in the fishery sector should not be pursued since it will abolish all
tariffs regardless of the level of fishery resources, the management status and the importance
of fisheries and fishing communities in each country. It will also add an extra pressure to the
resources through inducing catches beyond the renewable capacity of resources, thereby
impeding sustainable development of fisheries.

Special and differential treatment, and capacity building for developing countries

14. Japan’s general idea regarding the special and differential treatment of developing countries,
as well as capacity building, is set out in its proposal (TN/MA/W/15). In order to assure the long-
term development of fisheries and fishery trade, it is important to provide adequate technical and
financial assistance, which will contribute to the promotion of sustainable fishery resource
management in developing countries.

Conservation and management measures for resources and trade measures

15. The market access of fishery products, together with trade and environment, should be
considered in common, from the standpoint of the promotion of sustainable development, with regard
to the roles and necessities of trade-related measures that could complement conservation and
management measures for fishery resources.

Fisheries subsidies issue

16. The Rules Negotiating Group has been discussing the trade-distorting aspects of fisheries
subsidies. However, no concrete cases have been provided® to demonstrate that trade distortions
caused by fisheries subsidies are unique, and it is obvious that trade distortion is not limited to the
fishery sector alone. There is, therefore, no need to create a special discipline for the fishery sector
from a trade-distorting point of view. It is necessary, however, in accordance with Paragraph 28 of
the Doha Ministerial Declaration, to conduct negotiations aimed at clarifying and improving
disciplines under the Agreement on Subsidies and Countervailing Measures, while preserving the
basic concepts, principles and effectiveness of the Agreement and its instruments and objectives, and
taking into account the needs of developing and least-developed participants. As agreed at the WSSD,
elimination of IUU fishing and solving the problem of over-capacity are two important issues for
achieving the sustainable development of fisheries. Comprehensive efforts should be made towards
achieving a solution to these issues, taking into full account the discussions had in specialized

® The report of the FAO expert consultation on fisheries subsidies held in November 2000 states,
“Information regarding effects of fisheries subsidies on trade is limited”. Also, no evidence has been provided
in recent discussions of the WTO on this topic that a certain subsidy affects trade.
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organizations, such as the FAO’. Japan is prepared to make a maximum contribution for the purpose
of promoting discussions, and urges other concerned Members to also partake in discussions
conducted by those organizations having expertise. Taking into account the work of these
organizations, the WTO should examine how to address fisheries subsidies at the Regular Session of
the Committee on Trade and Environment, for the purpose of solving IUU fishing and over-capacity
issues.

Labelling for environmental purposes in the fishery sector

17. The trade and environment section of the Doha Ministerial Declaration lists up labelling for
environmental purposes as one of the items to be studied at the Regular Session of the Committee on
Trade and Environment. The Committee has, therefore, the duty to report to the Sth Ministerial
Conference and to make recommendations, including on the desirability of negotiations regarding this
item. In the fishery sector, labelling for environmental purposes is likely to contribute to the
sustainable use of fishery resources by way of stimulating a voluntary and proper choice by
consumers if implemented properly. Arbitrary labelling, which does not consider impartial and
scientific criteria, would pose the risk of an unjustifiable restriction of trade. Therefore, the FAO,
having expertise on fisheries should first try to establish scientific and objective guidelines in order to
implement labelling for environmental purposes in the fishery sector'®. The WTO should consider
how to deal with this issue from a trade viewpoint, taking into account the established guidelines.

® The FAO held the 2nd expert consultation on fisheries subsidies in December this year, to be
followed by a governmental consultation. The Fisheries Committee of the OECD will launch a comprehensive
study on government financial transfers next year.

' Labelling issues, including that for environmental purposes in the fishery sector, will be discussed at
the FAO Committee on Fisheries to be held in February 2003.
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Proposal of the People's Republic of China

The following communication, dated 20 December 2002, has been received from the
Permanent Mission of the People's Republic of China.

I GENERAL POSITION

1. As a result of the previous rounds of multilateral trade negotiations, the market access of
non-agricultural products has been improved substantially. However, it deserves our attention that the
existence of unbound tariffs, tariff peaks, tariff escalation and non ad valorem tariffs still affect the
effective and balanced development of international trade.

2. China proposes that non-agricultural market access negotiations shall be conducted in
accordance with the mandate embodied in the Doha Ministerial Declaration with a view to balancing
the interests of the WTO Members at different levels of development. It shall safeguard the benefits of
developing country Members through implementing the principle of "less than full reciprocity”,
especially through giving adequate consideration to newly-acceded Members that are implementing
their tariff reduction commitments, so as to ensure the active participation of all Members and realize
the acceleration of international trade to the economic development of each Member.

II. SPECIFIC PROPOSAL
1. Base rates

3. Developed country Members shall take their applied rates in 2000 as their base rates for
reduction. Developing country Members shall take the simple average rate between their applied rates
in 2000 and their final bound rates committed in the Uruguay Round as their base rates for reduction.
The newly-acceded Members shall take the simple average rate of their applied rates in 2000 and their
final bound rates committed in their accession negotiations as their base rates. Tariff reduction shall
be made on the basis of HS1996 and the final results shall be scheduled in HS2002.

2. Reduction formula

4, As the core of the negotiations, the method of tariff reduction has a direct bearing on the
outcome of the negotiations. To facilitate the negotiations and meet the requirement of eliminating
tariff peaks and tariff escalations as embodied in the Doha Ministerial Declaration, China proposes to
adopt a uniform formula for tariff reduction. Taking into consideration of the imbalance among the
development levels of all Members, the actual reductions achieved through formula approach shall
fully reflect the needs and interests of all Members, in particular developing country Members and
shall abide by the mandate of the Doha Ministerial Declaration that the developing country Members
could make their reduction commitments in the principle of less than full reciprocity.
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5. The formula proposed by China is as follows:
_(A+BxP)xT,
" (A+PY)+T,
To: Base rate
T,: Final rate
A: Simple average of base rates
P: Peak factor, P=Ty/A
B: Adjusting coefficient, e.g. for the year 2010, B=3; for the year 2015, B=1
See the attached Notes on the Formula for Tariff Reduction.
3. Sector approach
6. Sector approach could promote the negotiations forward and supplement the formula

approach. Members shall be free to decide their participation in light of their own needs.
4. Tariff peaks

7. China supports the reduction of tariff peaks in accordance with the requirements embodied in
the Doha Ministerial Declaration. Tariff peak is a relative concept. When defining tariff peak, we
must consider the discrepancies in the current tariff levels of all Members. Tariff peak of a Member
shall be defined as a tariff rate three times more than the simple average tariff level of that Member.
Members shall take this definition as the standard in the reduction of tariff peaks.

5. Tariff escalation

8. Members shall take concrete measures to greatly reduce the tariff escalations in their
respective tariff regime.

6. Non ad valorem tariff

9. Members shall convert their existing non ad valorem tariffs into ad valorem form through a
uniform method and take tariff rates resulted from the conversion as the basis for tariff reduction. The
tariff reduction commitments of all Members concluded in the negotiations shall be specified in the
form of ad valorem tariffs in their schedules. Developed country Members shall eliminate all ad
valorem tariffs on non-agricultural products, while developing country Members shall limit their
number of non ad valorem tariffs to no more than 3% of the total number of tariff lines in their
national tariff nomenclatures.

7. Lowest tariffs

10. Developed country Members shall eliminate all their lowest tariffs, while developing country
Members shall be free to maintain their lowest tariffs since those tariffs are still important for revenue
purpose to a number of developing country Members.

8. Binding of tariffs

11. All Members shall bind their tariff rates after reduction, however longer transitional period

could be given to developing country Members and more flexible arrangement to least developed
country Members.
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9. Special and differential treatment

12. Longer implementation period shall be -given to developing country Members and more
flexibility to least developed country Members with regard to binding of tariffs, conversion of ad
valorem tariffs, elimination of tariff peaks and tariff escalations.

13. Those sectors and products of substantial export interest to developing country Members and
least developed country Members shall be subject to reduction as priorities in the negotiations. As
regards the newly-acceded Members, their reduction commitments shall be fully taken into
consideration and no further reduction shall be required.

14. As for non-tariff barriers, China will submit its proposal in the future.
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Attachment
Notes on the Formula for Tariff Reduction
T = (A+BxP)xT,
" (A+PY)+T,
To: Base rate
T,: Final rate
A Simple average of base rates
P: Peak factor, P=Ty/A
B: Adjusting coefficient, e.g. for the year 2010, B=3; for the year 2015, B=1

The formula not only reflects the characteristics of harmonization and non-linear reduction, but
also provides flexibility as regards final reduction level. More reduction will be achieved on tariff
rates higher than the average tariff rate; and less reduction will be achieved on tariff rates lower than
the average tariff rate. In addition, tariff dispersion will be greatly lowered. A reasonable final tariff
level will be retained as a result of the reduction, while tariff peaks will be effectively reduced.

Peak factor P is the ratio between a base rate and the average rate. Through the function of peak
factor P, tariff peaks could be effectively reduced and due consideration could be given to the current
tariff structures of all Members, which would ensure tariff reduction to be carried out in a more
rational way and with less complexity.

Through the function of adjusting coefficient B, the final reduction levels could be adjusted in a
flexible way. The actual value of B could be determined through negotiations. China proposes that the
adjusting coefficient B for 2010 is 3 and for 2015 is 1.
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A Sample: Tariff Reduction with the Formula
(B=3)
(%)
Base For Members with | For Members with | For Member with | For Member with
Rate Average Base Rate | Average Base Rate | Average Base Rate | Average Base Rate
(To) Equal to 5 (A=5) Equal to 10 (A=10) | Equal to 20 (A=20) | Equal to 50 (A=50)
Final Reduction | Final Reduction | Final = Reduction | Final Reduction
Rate Rate Rate Rate Rate Rate Rate Rate
(T)) (T)) (T) (T))
1 0.93 0.07 0.94 0.06 0.96 0.04 0.98 0.02
2 1.73 0.13 1.76 0.12 1.84 0.08 1.93 0.04
3 2.44 0.19 2.50 0.17 2.66 0.11 2.84 0.05
4 3.07 0.23 3.16 0.21 343 0.14 3.72 0.07
5 3.64 0.27 3.77 0.25 4.14 0.17 4.57 0.09
6 4.15 0.31 4.33 0.28 4.81 0.20 5.39 0.10
7 4.61 0.34 4.84 0.31 543 0.22 6.19 0.12
8 5.04 0.37 5.32 0.33 6.02 0.25 6.96 0.13
9 5.43 0.40 5.77 0.36 6.58 0.27 7.71 0.14
10 5.79 0.42 6.19 0.38 7.11 0.29 8.43 0.16
11 6.12 0.44 6.59 0.40 7.61 0.31 9.13 0.17
12 6.43 0.46 6.96 0.42 8.08 0.33 9.81 0.18
13 6.72 0.48 7.32 0.44 8.54 0.34 10.47 0.19
14 6.99 0.50 7.66 0.45 8.97 0.36 11.11 0.21
15 7.24 0.52 7.98 0.47 9.38 0.37 11.73 0.22
16 7.48 0.53 8.29 0.48 9.78 0.39 12.33 0.23
17 7.70 0.55 8.59 0.49 10.16 0.40 12.92 0.24
18 7.91 0.56 8.87 0.51 10.53 0.42 13.50 0.25
19 8.11 0.57 9.15 0.52 10.88 0.43 14.05 0.26
20 8.29 0.59 9.41 0.53 11.22 0.44 14.60 0.27
21 8.47 0.60 9.67 0.54 11.55 0.45 15.12 0.28
22 8.64 0.61 9.91 0.55 11.86 0.46 15.64 0.29
23 8.80 0.62 10.15 0.56 12.17 0.47 16.14 0.30
24 8.95 0.63 10.38 0.57 12.46 0.48 16.63 0.31
25 9.09 0.64 10.61 0.58 12.75 0.49 17.11 0.32
26 9.23 0.65 10.82 0.58 13.03 0.50 17.58 0.32
27 9.36 0.65 11.03 0.59 13.30 0.51 18.03 0.33
28 9.48 0.66 11.24 0.60 13.56 0.52 18.48 0.34
29 9.60 0.67 11.44 0.61 13.82 0.52 18.91 0.35
30 9.72 0.68 11.63 0.61 14.07 0.53 19.34 0.36
31 9.83 0.68 11.82 0.62 14.31 0.54 19.75 0.36
32 9.93 0.69 12.01 0.62 14.55 0.55 20.16 0.37
33 10.03 0.70 12.19 0.63 14.78 0.55 20.56 0.38
34 10.13 0.70 12.36 0.64 15.00 0.56 20.95 0.38
35 10.22 | 0.71 12.53 0.64 15.22 0.57 21.33 0.39
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Base For Members with | For Members with | For Member with | For Member with
Rate | Average Base Rate | Average Base Rate | Average Base Rate | Average Base Rate
(To) Equal to 5 (A=5) Equal to 10 (A=10) | Equal to 20 (A=20) | Equal to 50 (A=50)
Final | Reduction | Final | Reduction | Final | Reduction | Final  Reduction
Rate Rate Rate Rate Rate Rate Rate Rate
(T (T, (T)) (T))
36 10.31 0.71 12.70 0.65 15.44 0.57 21.70 0.40
37 10.40 0.72 12.86 0.65 15.65 0.58 22.07 0.40
38 10.48 0.72 13.02 0.66 15.85 0.58 22.43 0.41
39 10.56 0.73 13.18 0.66 16.05 0.59 22.78 0.42
40 10.64 0.73 13.33 0.67 16.25 0.59 23.12 0.42
41 10.72 0.74 13.48 0.67 16.44 0.60 23.46 043
42 10.79 0.74 13.63 0.68 16.63 0.60 23.79 0.43
43 10.86 0.75 13.77 0.68 16.82 0.61 24.12 0.44
44 10.93 0.75 13.91 0.68 17.00 0.61 2444 0.44
45 10.99 0.76 14.05 0.69 17.18 0.62 24.75 0.45
46 11.06 0.76 14.19 0.69 17.36 0.62 25.06 0.46
47 11.12 0.76 14.32 0.70 17.53 0.63 25.36 0.46
48 11.18 0.77 14.45 0.70 17.70 0.63 25.66 0.47
49 11.23 0.77 14.58 0.70 17.87 0.64 25.95 0.47
50 11.29 0.77 14.71 0.71 18.03 0.64 26.24 0.48
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Proposal of the People's Republic of China

Corrigendum

On page 2, paragraph 9, line 4 should read: "Developed country Members shall eliminate all
non ad valorem tariffs on non-agricultural products,..." instead of "Developed country Members shall
eliminate all ad valorem tariffs on non-agricultural products,...".

" In English and French only.
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Communication from Ghana, Kenya, Nigeria, Tanzania, Uganda, Zambia and Zimbabwe

The following communication, dated 17 February 2003, has been received from Ghana,
Kenya, Nigeria, Tanzania, Uganda, Zambia and Zimbabwe.

L INTRODUCTION

1. Paragraph 16 of the Doha Ministerial Declaration (DMD) provides the mandate for the
negotiations on market access for non-agricultural products which requires members to, inter alia,

e Reduce or eliminate tariff peaks, tariff escalation as well as non-tariff barriers with
emphasis on products of export interest to developing countries,

e Take fully into account the special needs and interests of developing and least-developed
country participants including through less than full reciprocity in reduction
commitments, ~

e Take fully into account the principle of special and differential treatment for developing
and least-developed countries and

e Undertake appropriate studies and capacity-building measures to assist least-developed
countries to participate effectively in the negotiations.

2. The objective of the negotiations on market access for non-agricultural products should, in
our view, be to facilitate and enable the development and industrialisation processes in developing
countries. The modalities and the actual negotiations should have this goal at the centre, and it should
thus be central in all aspects of the work programme. The liberalisation of imports should only be
seen as a possible means towards this goal, and for many developing particularly least developed
country members, further liberalisation especially of products where their industrial base is weak
would be counter-productive to this overriding development goal. On the other hand, liberalisation by
developed country members of products that can be exported by developing and least developed
country members can contribute to the development of this group of countries, although it should be
noted that supply side constraints also prevent many of them from being able to take advantage of any
improvement of market opportunities.

II. BACKGROUND

3. Most African countries have undertaken, in the past two decades, wide-ranging economic
reform measures in the context of the structural adjustment programmes under the tutelage of the
World Bank and the International Monetary Fund. The main emphasis of these reforms has been on
trade liberalisation. These reforms have lowered trade barriers significantly but the broad-based
development that was expected to ensue has generally remained elusive. In addition, Africa’s
continued dependence on few commodity exports and its persistent dismal performance in
international trade is not commensurate with the liberalisation initiatives spearheaded by the Bretton
Woods institutions. Indeed, empirical studies show that industrial growth has fallen behind GDP
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growth in Sub-Saharan Africa since the 1980°s with de-industrialization in a number of African
countries being associated with trade liberalisation'. Hence although it is argued that the potential
benefit of trade can be an important engine for economic growth and poverty reduction, it is only
when trade is built upon solid institutional foundations are the benefits typically realised.

4. It is also common knowledge that our countries are beneficiaries of various preferential
schemes most notably, the ACP-EU Cotonou Partnership Agreement, AGOA, EBA initiative and a
number of GSP schemes. We believe that improving and, at the very least, maintaining current
benefits associated with these preferential schemes constitutes one of the special needs and interests
of developing and least-developed countries referred to in para 16 of the DMD. Moreover, the effect
of tariff reforms on government revenues need to be approached with caution especially in the light of
continually declining levels of official development assistance (ODA).

5. In this regard, our delegations would like to make the following contribution to the
development of the modalities for the negotiations.

II1. MODALITIES

6. The modalities to be developed should, in essence, be simple and user-friendly to negotiators,
policy-makers as well as those tasked with its implementation in the customs administrations. Suffice
it to say that complicated formulae will only burden the weaker customs administrations. Further, the
modalities must address the impediments to the fuller integration of our economies into the
multilateral trading system.

7. In this regard, the modalities should be based on the following considerations:

e Developed country members should provide improved market access to developing and least
developed country products by addressing the problems posed to the trade of these countries
as a result of the existence tariff (peaks and escalations) and non-tariff barriers.

¢ Taking into account the dismal experience of liberalisation measures taken earlier by African
countries, any further liberalisation including reduction commitment should be left to be
determined by them.

1v. TARIFF PEAKS AND TARIFF ESCALATION

8. Reducing and eliminating tariff peaks and tariff escalation on products of export interest to
developing countries need to be given maximum attention in the development of modalities. The
continued protection in major markets accorded to products of export interest to developing countries
remains a matter of major concern. The practice of tariff escalation continues to impede the
diversification efforts of our countries that are disproportionately dependent on commodity exports.

V. SPECIAL AND DIFFERENTIAL TREATMENT

9. In the past, the special and differential treatment accorded to developing and least developed
country members has focused on lesser depth of tariff cuts and longer transition periods. This has not
worked to the advantage of developing and least developed country members as their economies have
suffered greatly from overexposure. While we agree with those arguing that greater openness to trade
should be the ultimate aim of all members, it should not be the immediate aim of countries at early
stages of industrialisation. Developing and least developed country members at early stage of
industrialisation will need to go through the “learning phase” by improving their productivity and
competitiveness. This takes time, as the process is unique to each sector and activity. The recent wave

! Economic Development in Africa: Performance, Prospects and Policy Issues- UNCTAD publication
(TD/B/48/12)
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of mergers and acquisitions have made entry of new comer developing country enterprises into the
global market even more difficult and learning has therefore, become more complicated. Hence the
need for concrete special and differential treatment based on economic benchmarks including the
protection of infant industry is more justified today than some years ago. The modalities to be
established must allow developing country members to use measures aimed at assisting infant
industries to compete with well established enterprises in the international market. Members should
therefore, view trade liberalisation as supportive of and not a substitute for trade and industrial policy.

VL BOUND RATES VS APPLIED RATE

10. The difference between applied rates and bound rates is most noticeable in the case of
developing and least developed country members. Applied rates are markedly lower than bound rates
in most developing and least developed countries as a result of the autonomous liberalisation
initiatives undertaken by them. In addition, the gap between the two rates provides this group of
countries with appropriate space for the formulation of their trade and industrial development policies.
The bound rates must, therefore, be the starting point for the negotiations. In our view, bound rates are
the only legitimate basis for making WTO commitments. In addition the reduction of bound rates
even above the applied rates is a valid offer, which also improves security of access and reduces the
risk of reverting to other measures such as Anti-Dumping actions. The issue of increasing the scope of
coverage of bound products should, however, be handled with care given that a number of developing
and least developed country members particularly those from Africa would wish not to bind some
products that they consider sensitive. The scope of coverage of bound products should be left to each
developing member country to decide.

VII. SPECIAL INTERESTS

11. The erosion of preference margins as a result of reductions in tariffs in our export markets
will inevitably lead to trade diversion. This is the crux of our concerns and need to be addressed as
mandated by the Ministers to the effect that “... The negotiations shall take fully into account the
special needs and interests of developing and least-developed country participants®....” The
modalities should therefore, include a procedure for establishing measures and mechanisms to deal
with erosion of preferences, with the aim of avoiding or offsetting this problem or compensating the
affected members.

VIII. LESS THAN FULL RECIPROCITY

12. The Ministers specifically included the concept of less than full reciprocity in the reduction
commitments in accordance with the relevant provisions of Article XXVIII bis of GATT 1994 and
this is a clear and unambiguous recognition that all members are not required to undertake similar
levels and types of commitments due to their different levels of development. Moreover, adherence to
the provisions of Article XXVIII bis of GATT 1994, especially as they relate to the trade, fiscal, and
development concerns of all members, will raise the comfort levels of the weaker members of the
organization.

IX. NON-TARIFF BARRIERS

13. As beneficiaries of the preferential schemes, non-tariff barriers are increasingly becoming one
of our main market access concerns. For instance we are not able to utilise preferences to the full
because of the restrictive nature of the rules of origin. Hence rules of origin may be harmful in
restricting the capacity of African countries to take advantage of market access opportunities that are
available. There is also a need to look at the use of other measures that in principle conform to the

? Para 16 of the Doha Ministerial Declaration adopted on 14 November 2001.
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WTO rules such as Anti-Dumping and countervailing measures, SPS and TBT among other measures.
While there may be legitimate reasons for these, sometimes they are used for purely protective
purposes. We recognize that it may not be feasible to quantify the degree to which they act as market
access impediments. However, it is crucial that they are addressed in the negotiations as whatever
gains are made through tariff concessions may be nullified by the incidences of this form of market
access barriers.

X. STUDIES AND CAPACITY-BUILDING MEASURES

14. Although Ministers gave instruction that the modalities to be agreed should include
“appropriate studies and capacity-building measures to assist least-developed countries to participate
effectively in the negotiations” we believe similar studies would equally assist low-income African
country members to participate effectively in the negotiations. It is our considered view that such
studies should include the effects of previous liberalisation, the effects of tariff peaks and escalation
maintained in developed country markets on the prospects of this group of countries, and the
implication of these for future policies. The studies will help negotiators and policy-makers from
least developed and low-income African countries to make informed decisions based on past
experience and thus participate more effectively in the current negotiations.

XI. ENVIRONMENTAL GOODS

15. Discussions in the Negotiating Group on Market Access for Non-Agricultural Products and
the Committee on Trade and Environment, in Special Session on the question of “environmental
goods” so far affirm the non-existence of universally accepted definition of the term and the
associated classification problems. It would, therefore, be advisable that the negotiating group seek
the expert input of the Committee on Trade and Environment before embarking on the elaboration of
modalities for this class of merchandise. In the meantime, it would be futile to introduce issues like
production and processing methods into the debate.

16. The legal and practical effect of transferring the locus of the “environmental goods”
negotiations from the Committee on Trade and Environment in Special Session to that of the
Negotiating Group on Market Access for Non-agricultural Products implies that negotiations on
environmental goods must be considered as a subset of negotiations for non-agricultural products and
hence the provisions and mandate of paragraph 16 of the DMD must be made applicable to
environmental goods. We therefore, expect that negotiations on environmental goods will pay
particular attention to “products of export interest to developing countries”; take full account of the
special needs and concerns of developing and least developed countries; require “less than full
reciprocity in reduction commitment” from developing and least developed countries and establish
modalities for studies and capacity building measures among others.

Conclusion

17. A number of proposals submitted so far appear to make little or no distinction between
developed country members on the one hand and developing and least developed country members on
the other hand. Thus going against the spirit and intent of paragraph 16 Doha Ministerial Declaration.
Some of these proposals are very ambitious and do not take into account the possible negative effect
that the measures prescribed would have on our economies particularly on the development prospects.
We wish to state that if the modalities are not designed right and do not incorporate the elements we
have proposed, the consequences could be detrimental and contrary to the stated objective of the Doha
Ministerial Declaration that has been touted as focusing on Development.
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18. The countries presenting this proposal reserve their right to amend or supplement it in the
light of the course and progress of the negotiations.
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Modalities that could be adopted for the participation of the least developed countries
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Negotiating proposal submitted by Bangladesh on behalf of the least developed countries

The following communication, dated 23 December 2002, has been received from the
Permanent Mission of Bangladesh.

I GENERAL

1. The paper contains some preliminary ideas on the modalities that could be adopted for the
participation of the least developed countries in the ongoing negotiations for the improvement of
market access for non-agricultural products. It is the intention of the countries making this
submission, to make a revised submission if after further examination and discussions among
themselves, further clarifications of the points made are considered necessary.

IL MANDATE PROVIDED BY THE DOHA DECLARATION

2. The decision relating to the improvements in “market access for non agricultural products”
adopted at the Doha Ministerial Conference, inter alia states that the negotiations in this area “shall
aim, by modalities to be agreed, to reduce and as appropriate eliminate tariffs, including the
reductions or elimination of tariff peaks, high tariffs and tariff escalation, as well as non tariff barriers,
in particular products of export interest to developing countries”. It further states that the negotiations
shall take fully into account the “special needs and interests of least developed countries including
through less than full reciprocity in reduction commitments” in accordance with the provisions of
General Enabling Clause' and the Uruguay Round Decision on Measures in Favour of Least
developed Countries and other WTO provisions, particularly those of GATT Article XX VIIL

3. The Uruguay Round Decision referred to above, recognizes the importance of preferential
access by the least developed countries to the markets of other countries. In particular, it emphasis
that “the specific needs of least developed countries in the area of market access”, require that
“continued preferential access remains an essential means for improving their trading opportunities”.

4. As regards contributions to be made by these countries in trade negotiations,,it states that such
contribution should be determined taking into account the principles and rules laid down by the
General Enabling Clause, which inter alia, state that “the developed contracting parties shall not seek,
neither shall least developed contracting parties be required to make, concessions that are inconsistent

! The Decision on Differential and More Favourable Treatment, Reciprocity and fuller Participation of
Developing Countries.
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with the latter’s development, financial and trade needs”. In addition to these provisions, the
following provisions of GATT Article XX VIII are also relevant for contributions to be made by the
least developed countries:

¢ Developing countries including least developed countries, may bind their tariff at levels
which are higher than the reduced rates agreed in trade negotiations, and

¢ In determining the extent of reductions which these countries may make, the important role
which customs duties play in raising revenue needed for meeting developmental expenditures
should be taken into account.

111. TRADE POLICY DEVELOPMENTS SINCE THE CONCLUSION OF THE
URUGUAY ROUND

5. The approach, which the least developed countries could adopt in the discussions on the
possible modalities that could be adopted for negotiations on further liberalization of trade in the
non-agricultural sector, would be greatly influenced by:

e The measures which some of the developed countries have taken for improvements in the
preferential access to their imports, since the conclusions of the Uruguay Round

e Adoption by some of developing countries of preferential systems for imports of selected
products from these countries and

e The serious adverse impact which the liberalization measures taken by them during the last
two and a half decades is having on their industrial development, trade and economy.

These issues are discussed briefly in the paragraph below:
A. IMPROVEMENTS IN PREFERENTIAL ACCESS BY DEVELOPED COUNTRIES

6. Since the conclusions of the Uruguay Round some of the developed countries have taken
major steps for broadening and deepening the scope of the preferential access which they grant to
imports from the least developed countries under their Generalization System of Preferences (GSP).
Under the Everything But Arms (EBA) System, the European Union allows imports of almost all
products, both industrial and agriculture, on preferential duty-free and on quota free basis. Under the
Africa Growth and Opportunities Act, the United States has also broadened the coverage of its GSP to
allow imports on duty free basis of garments made from US yarn and fabrics and of other products
from least developed and other developing countries from the African region.

7. The EU initiative to provide duty free access to imports from least developed countries and
the US initiative to provide such treatment for selected products of interest to African countries, is
resulting in investment by outside countries for development of industries not only for the
manufacture of clothing, but also of leather and horticultural products in a number of least developed
countries (like Lesotho, Malawi and Senegal) to take advantage of the preferential access to these
markets. The least developed countries have therefore a vital interest in ensuring that the preferential
access extended by them is maintained and continued for sufficiently long period of time and other
developed countries, take measures to improve their Generalized System of Preferences to allow duty
free imports of all products from least developed countries.

8. In this context it is important to note that the macro-economic studies prepared recently by the
World Bank and other independent research organizations show that major beneficiaries of further
reductions in tariffs on MFN basis in the industrial sector are expected to be the developed countries
and the developing countries which have reached higher stage of development and have been able to
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develop diversified structure for industrial production. Countries from the African region, where most
of the least developed countries are situated, are expected to benefit, if at all, only marginally.

9. As against this, the macroeconomic study undertaken by the Commonwealth Secretariat in
cooperation with UNCTAD, to assess the beneficial impact of EBA, and of the similar systems
adopted by the QUAD countries, on trade and development of the least developed countries, has
found that “non reciprocal preferential trade liberalization” targeted towards least developed countries
is likely to result in gains to beneficiary countries “that are significant”. At the same time, the losses
arising from trade diversion for preference giving and third countries are likely to be negligible.

10. These findings are further supported by a recent analytical study by Andrew Rose, an
economist from the University of California, (Berkley) which points out that the experience of the
application of WTO rules shows that the main factor responsible for growth of trade of developing
countries is preferential access available to them under the GSP and other preferential arrangements
and not reductions in tariffs made by them on MFN basis.

B. EXTENSION OF PREFERENTIAL TREATMENT BY DEVELOPING COUNTRIES

11. Some of the developing countries have also, since the conclusion of the Uruguay Rounds, (e.g.
Brazil, Hungary, Cuba etc.) adopted systems for preferential treatment for imports of limited number
of products from least developed countries. Legal basis for the extension of such preferential
treatment is provided by the General Waiver adopted in WTO.

C. DISMAL EXPERIENCE OF THE LEAST DEVELOPED COUNTRIES OF THE LIBERALIZATION
MEASURES TAKEN BY THEM
12. Almost all least developed countries have, under the structural adjustment programmes or on

an autonomous basis in pursuance of the policies adopted by them for economic reform, been taking
since last two decade measures for the liberalization of their trade regimes, through reduction of
tariffs and elimination of quantitative restrictions. The experience of the measures taken on their
industrial development, economies and trade has been however, far from positive. The empirical
studies undertaken by the Ganesh Wighnaaja, Sanjay Lal, Edward Buffie and others have found that
surge of imports resulting form post 1980 liberalization has adversely affected a number of existing
industries such as those producing beverages, tobacco, textiles, sugar, leather, cement and glass
products, in least developed countries like Zambia, Uganda, Sierra Leone, Tanzania and in other
developing countries in the African region. Many have closed down and others are struggling to
survive. Lack of resources is preventing the industries which have survived from investing in
technological up gradation that is necessary to become competitive. As a result, liberalization has,
instead of leading to investment in new industries resulted in “deindustralization” and in increased
unemployment. These developments put serious constrains on the ability of these countries to make
further reductions in tariffs in the present ongoing negotiations in WTO.

Iv. OBJECTIVES OF THE LEAST DEVELOPED COUNTRY’S PARTICIPATION IN
NEGOTIATIONS

13. Against the background of these, the objectives of the least developed countries in
participating in the negotiations are threefold:

First, they would like to secure such improvements in the existing preferential access to the markets
of developed countries as would ensure preferential duty free and quota free access for all of their
products.
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Second, they would wish that developing countries which have adopted preferential systems for
imports from the least developed countries, broaden their product coverage and those which have not
been able to do so, adopt such systems.

Third, they would like to ensure that in this round of negotiations they are not required to reduce their
tariffs and are permitted to maintain the existing levels of protection, with a view to:

Ensuring continuing viability of their existing domestic industries

e Promoting further industrial development that is export oriented and is able to take advantage
of the new export opportunities that would be created by the improvements in preferential
access

e Maintaining and increasing industrial employment and

¢ Ensuring that revenue required by the government for developmental purposes continues to
be available to them.

V. NEED TO ADOPT A COCKTAIL APPROACH IN DECIDING ON MODALITIES

14. The modalities that may be adopted for negotiations would have to be determined taking into
account these objectives with which the least developed countries are participating in the negotiations,
in order to ensure that liberalization process is development oriented and benefits equally countries at
different stages of development. These considerations would suggest that as in the Uruguay Round of
trade negotiations, it would not be possible for WTO Members to adopt one common set of modalities
and that would be necessary to adopt, what the WTO secretariat has called a “cocktail approach”.
Under this approach agreements are reached by consensus on the different types of modalities which
would be used by taking into account the stages of developed among countries.

15. Some tentative proposals on the basis of which agreement could be reached on the type of
modalities are made in the following paragraphs:

A NEGOTIATION WITH DEVELOPED COUNTRIES

16. The modalities for negotiations with developed countries should provide for the adoption by
all of them of separate arrangements under the umbrella of their Generalized System of Preferences,
which would allow imports of all products form least developed countries on duty and quote free
basis. Such modalities should also provide for review of the rules of origin and of other barriers,
which affect the ability of the preference receiving countries to derive full benefits from the
preferential arrangements. It should be agreed that preferential treatment extended under the
arrangements shall not be modified to the disadvantage of the least developed countries during an
agreed period of time (e.g. fifteen to twenty years).

17. Further in order to ensure that the erosion of preferential margins that may result from the
reduction in MFN rates of tariffs, which would be made by the preference giving developed countries
(in accordance with the modalities that may be agreed for negotiations among developed countries
and for negotiations among developed and developing countries), do not result in sudden disruption of
trade of the preference receiving countries, the modalities to be used by the least developed countries
should provide for the following:

e Where a least developed country considers that preferential margins which its exports enjoy
in relation to certain tariff lines or headings are of meaningful advantage in trade terms, and
the reduction or erosion of preferential margins resulting from MFN reductions is likely to
seriously affect its exports, it may request the preference giving countries to:
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- Postpone commencement of the staging of reductions by agreed number of years
(e.g. five years) or
- To spread the staging of reductions over a period of ten years instead of normal
period of five years that may be agreed in the negotiations.
e The preference giving countries to whom such request are made should agree to consider such
requests sympathetically and provide reasons, in cases where it is not possible for them to
agree to such requests.

18. Such procedures would be consistent with the provisions in the General Enabling Clause
which inter alia, provide that the extension of the preferential treatment under the GSP “shall not
prevent” reductions being made on MFN basis, as the requests would only aim at postponing MFN
reductions by agreed number of years or staging of reductions agreed in the negotiations over a longer
period of time and not prevent the preference giving country from making reductions on a definitive
basis.

B. NEGOTIATIONS WITH DEVELOPING COUNTRIES

19. The modalities for negotiations of the least developed countries with developing countries
should provide for the extension of preferential taniff treatment by the latter countries, on
non-reciprocal basis, on the basis of requests lists to be submitted by the least developed countries,
indicating the products in respect of which they wish to have such treatment.

C. CONTRIBUTIONS TO BE MADE BY LEAST DEVELOPED COUNTRIES

e As regards contribution to be made by the least developed countries, the modalities for
participation of the least developed countries should recognize that in this round of
negotiations, they are not in a position to make reductions in tariffs in the context of
multilateral trade negotiations.

e The least developed countries could however, as a part of their contribution agree to bind
their tariffs at levels which are higher than their applied rates of tariffs. The modalities should
provide such bindings being offered on limited number of products or sectors, or across the
board on all tariffs by giving a “ceiling binding”.

e Further as the reductions in tariff, which they have been making on autonomous basis have
been benefiting their trading partners, some mechanisms would have to be established under
the modalities for giving them credit for autonomous liberalization.
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Communication from MERCOSUR (Argentina, Brazil, Paraguay and Uruguay) !

The following communication, dated 31 December 2002, has been received from
MERCOSUR (Argentina, Brazil, Paraguay and Uruguay).

1. At the Fourth Ministerial Conference of the WTO, Ministers agreed on the following broad and
ambitious mandate for negotiations on non-agricultural market access:

“MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

16. We agree to negotiations which shall aim, by modalities to be agreed, to reduce or as
appropriate eliminate tariffs, including the reduction or elimination of tariff peaks, high
tariffs, and tariff escalation, as well as non-tariff barriers, in particular on products of export
interest to developing countries. Product coverage shall be comprehensive and without a
priori exclusions. The negotiations shall take fully into account the special needs and
interests of developing and least-developed country participants, including through less than
Sfull reciprocity in reduction commitments, in accordance with the relevant provisions of
Article XXVIII bis of GATT 1994 and the provisions cited in paragraph 50 below. To this end,
the modalities to be agreed will include appropriate studies and capacity-building measures
to assist least-developed countries to participate effectively in the negotiations.”

2. The Members of Mercosur — Argentina, Brazil, Paraguay and Uruguay — fully support the
ambitious nature of this mandate and are committed to engaging constructively in negotiations with a
view to achieving a substantial and balanced outcome, results that will have to be measured both in
terms of the specific negotiating mandate contained in paragraph 16 of the Doha Ministerial
Declaration” and taking into account in particular the need to secure an overall balance in the outcome
of all WTO negotiations. Mercosur would like to emphasize that effective liberalization of world trade
will not be achieved unless liberalization of world agricultural trade is fully taken into account.

3. In this respect, and in light of the agreement reached within the Negotiating Group that
“...participants will aim at...reaching an agreement on...modalities by 31 May 2003”, Mercosur
presents the following considerations on the distinct elements that comprise the development of
modalities for negotiation.

! This proposal is not a legal text. It is submitted solely for the purpose of negotiation and does not
prejudge the position of Mercosur or its States Parties regarding the issues raised in it. Mercosur and its States
Parties reserve their right to modify or complement the contents of this proposal at a later stage.

2 WT/MIN(01)/DEC/1.
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Base Rates and Base Period

4. Schedules of concessions of each Member of the WTO are an integral part of the WTO
Agreement’, and as such reflect the balance of rights and obligations entered into among them in the
context of tariff concessions, ensuring the predictability and transparency of the multilateral trading
system. Therefore, bound tariffs of all WTO Members, whenever they are available, are the only
viable starting point for the negotiations. The base period for the negotiations should, in principle, be
the most recent year for which there is up-to-date statistical information available for the majority of
Members. Mercosur underlines the need for Members to maintain their submissions to the Integrated
Data Base (IDB) as current as possible, while recalling that the Consolidated Tariff Schedules (CTS)
database, recently put into operation with data on bound rates for all Members, will be the primary
instrument for negotiations. With a view to improving the transparency of the negotiating process, it
will be essential to have precise ad valorem equivalents of all specific duties in the databases kept by
the WTO. Additionally, during the negotiating process, Members should commit to converting their
specific duties into ad valorem tariffs.

Tariff Peaks and Tariff Escalation

5. Mercosur understands that the inclusion of tariff peaks and tariff escalation in the Doha
mandate responds to the development dimension of the multilateral trade negotiations launched at the
IV Ministerial Conference, as these are distortions that affect in particular the products of export
interest to developing countries. Modalities to be agreed must therefore build in mechanisms to reduce
or eliminate tariff peaks and tariff escalation.

Less than Full Reciprocity

6. The mandate given by Ministers in Doha is clear in establishing that the “negotiations shall
take fully into account the special needs and interests of developing and least-developed country
participants, including through less than full reciprocity in reduction commitments”. The concept of
less than full reciprocity is unambiguous, requiring deeper reduction commitments from developed
country partners than those undertaken by developing countries as well as other modalities which
include, inter alia, differentiated staging periods. This clear instruction from Ministers must be fully
incorporated into the modalities to be agreed before negotiations are begun.

Special and Differential Treatment

7. Special and differential treatment (S&D) measures are also to be considered in the elaboration
of modalities, and shall include, infer alia, deeper reduction commitments for products of export
interest to developing countries and differentiated staging periods, in order to “take fully into account
the special needs and interests of developing and least-developed country participants”.

Nuisance Tariffs

8. Mercosur considers that the elimination of nuisance tariffs has a negligible impact on
effective additional market access and therefore should not be considered as a concession equivalent
to reductions of higher tariffs.

Modalities

9. The mandate to incorporate the concept of less than full reciprocity as an integral part of
modalities for negotiations, coupled with the differences in the tariff structures of WTO Members —

3 GATT 1994, Article II:7.
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which in broad lines reflect the differences in their respective economic contexts — limit the range of
possible modalities for non-agricultural market access negotiations.

10. One option would be to adopt a formula approach. The potential of an unbalanced impact of
this approach on different tariff structures could be overcome by the use of differentiated coefficients
for developing and developed country participants, and could be complemented with additional
approaches, especially for the reduction and elimination of national tariff peaks that could not be
effectively reduced using the formula. An alternative or complementary option is a request and offer
approach, which could allow in principle for a balanced treatment of tariff peaks, tariff escalation and
high tariffs, taking into account the needs of developing countries in an effective manner.

Environmental Goods

11. The term "environmental goods" has a subjective nature and lacks a universally accepted
definition. Negotiations on environmental goods might be jeopardised by the absence of specific tariff
lines that could distinguish "environmental goods" from other similar goods. Mercosur considers that
product differentiation in light of "environmentally healthy" processes would bring a complicating
element into the negotiations, since the Harmonised System does not foresee such differentiation.
Mercosur suggests that the Negotiating Group on Market Access should seek input from the CTE on
the definition of the concept of "environmental goods" so that the NGMA may evaluate the possible
requirement of specific modalities for these goods.

Non-Tariff Barriers

12. Non-tariff barriers constitute the principle obstacle, more so than tariffs, in the enhanced
access of developing country exports to developed country markets. Therefore, Mercosur attaches
priority to the Ministerial mandate to reduce or eliminate NTBs in the context of the current
negotiations. We fully support the initiative to initiate the consideration of this aspect through a
process of notifications in order to provide the Negotiating Group a basis with which to begin
consideration of the matter with a view to develop modalities for negotiations in order to achieve the
effective reduction or elimination of non-tariff barriers.

Antidumping/Countervailing Measures

13. Tariff concessions aim at improving effective and predictable market access opportunities for
participants. In this respect, the results of WTO negotiations in appropriate fora must ensure that such
opportunities are not undermined by excessive recourse to trade remedy instruments.
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Communication from Mauritius

The following communication, dated 23 December 2002, has been received from the
Permanent Mission of Mauritius.

Introduction

L. One among the guiding principles that should underpin the current negotiations on market
access for non-agricultural products and also of the WTO system in general, should be to achieve
balanced and equitable outcomes that take on board the market access situations and conditions of
each individual WTO Member State. The negotiation should, in the least, maintain or improve the
current benefits associated to existing market access of the WTO Member States so that at the end of
the negotiations no single country is worse off.

2. It is important to emphasize this point, as the terms and conditions under which individual
Member States or groups of them trade are different. Consequently, if the specific situations of these
countries are not given the required consideration, then the outcome of the negotiations could prove to
be devastating for many of them. In particular, the more vulnerable among the developing countries,
including the LDCs could find themselves in a situation where they would be under strong
competitive pressure following the negotiations. This is borne out of the fact that any reductions in
tariffs would impact on the access of countries trading under various preferential regimes, which as a
matter of fact have been specifically designed to enable the poor and vulnerable developing countries
to secure a certain market share. In the absence of such regimes or a substantially diluted one, they
would be devoid of any access to world markets and would consequently face major set backs in their
development efforts. It is therefore suggested that, with a view to establishing a more equitable and
balanced multilateral system, any erosion in preferential market access resulting from the negotiations
should be duly compensated. We would fully appreciate the views and suggestions of the Member
States on the possible compensation mechanism that could be set up. Moreover, in the context of
global coherence in policy-making that calls for closer collaboration among International Institutions,
it is suggested that a competitiveness fund on the basis of contribution from the International
Financial Institutions be set up to provide assistance to affected countries to enable them to undertake
competitive adjustment.

Modalities

3. The modalities to be used in the negotiations, while not impeding the trade liberalisation
process should be flexible enough so as to accommodate the specific situations of countries and to
stagger the liberalisation process for products that are highly sensitive. An across the board formula
approach would neither take account of the different regimes under which countries trade, nor would
it ensure the maintenance of at least the current preferential market access of some of the poorest and
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more vulnerable countries. A trade weighted average tariff reduction, in contrast could be a more
appropriate way to proceed, with a longer staging period of tariff reductions for sensitive products.

4. It is also the view of Mauritius that tariff cuts should be effected from the bound rates as
opposed to the applied rates. Developing countries which have not yet bound their tariffs should, in
exchange of not undertaking any reduction commitment be given the flexibility to do so at reasonable
rates which are commensurate with the level of their industrial development.

5. In the context of these negotiations, credit should be given for autonomous liberalisation
undertaken by the WTO Member States since 1995. The Member States could provide information
on the autonomous liberalisation undertaken by them by end of January 2003 while the Secretariat in
the interim could prepare a paper on how the autonomous liberalisation could be taken on board.

NTBs

6. NTBs, including those that have been disciplined at the WTO are increasingly being used as a
means to impeding access to markets. Consequently, it is the view of Mauritius that priority
consideration in the negotiations should be given to the elimination of NTBs, especially those that are
"invisibles" or "hidden" NTBs such as administrative bottlenecks, complex distribution networks, etc.
While the audit of NTBs currently being carried out based on information provided by Member States
is a welcome step, it is nonetheless imperative that an independent and comprehensive exercise be
undertaken by the Secretariat to draw a checklist of hidden and invisible NTBs which could serve as
the basis for the negotiations.
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Communication from Thailand

The following communication, dated 11 February 2003 has been received from the Permanent
Mission of Thailand.

L INTRODUCTION

1. Since the Uruguay Round of trade negotiations, many studies have shown crucial facts that a
wide tariff disparity between Members still exists. High tariffs, tariff peaks, and tariff escalation are
still prevalent in all Members' tariff schedule, regardless of the level of development. Moreover,
different types of non-tariff barriers have been created and imposed, resulting in the obstruction of
trade flows between Members.

2. The Doha Ministerial Declaration has provided preliminary guideline for negotiations and a
mandate for WTO Members to negotiate on tariffs of non-agricultural products aiming at reduction or
as appropriate elimination thereof, including the reduction or elimination of tariff peaks, high tariffs,
and tariff escalation, as well as non-tariff barriers. It also states that the product coverage must be
comprehensive and without a priori exclusions.

3. However, the Doha Declaration also recognises the difference in development levels among
Members and therefore states that any agreed negotiations modalities shall take fully into account the
needs and interests of developing and least-developed Member countries, including through less than
full reciprocity principle.

4. Thailand fully recognises these facts and fully supports the mandate provided by the Ministers
at Doha. To this end, we would like to present our preliminary views on certain key elements in the
non-agricultural market access negotiation as follows.

II. MODALITIES
We view that the following points should be considered:

5. A formula approach is an appropriate solution to achieve the negotiation objectives as
mandated by the Doha Ministerial Declaration. All non-agricultural products, without prior exclusion
must be taken on board. The negotiations should aim to reduce the tariff disparity between Members
and also the gap between bound and applied tariffs.

]

6. Zero-for-zero approach should be accepted as a voluntary method. On this basis, an emphasis
should be placed on goods which are considered important exports of developing countries. Thailand
proposes that the Gems and Jewelry sector (HS 71), one of the sectors included in the APEC ATL, be
included under this approach.
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7. Request/Offer should be accepted as a supplementary method to support tariff reduction by
the formula approach.

8. Thailand fully recognises the Doha mandate to reduce or eliminate tariff peaks, high tariffs,
and tariff escalation. However, before taking further steps of negotiations the definitions of these
terms should be clarified, for the sake of enhancing mutual understanding among Members.

9. Two recent studies made by the WTO Secretariat, "Market Access: Unfinished Business" and
"Formula Approaches to Tariff Negotiations", indicate that two sets of criteria have been used for
identifying peaks: "International peaks" and "National peaks". The international peak is usually
identified by using a fixed percentage, and any tariff above that figure would be considered a peak.
The national peak is based on an agreed fixed number of times of the national bound tariff average.
We consider that using one figure percentage i.e. international peak, across the board would not
reflect the real situation of each individual country development level. Furthermore, it is difficult to
justify the use of a particular figure instead of another figure, especially when it is going to be applied
to different tariff levels. On the other hand, using a fixed times of the national tariff average i.e.
national peaks, would better reflect those different needs. Thailand therefore supports the use of the
national peak criteria in the negotiations.

L BASIS FOR NEGOTIATIONS

10. We view that the basis for negotiations should be the committed bound rate from the previous
GATT/WTO round of negotiations. In the case of unbound items, which are generally more sensitive
products than bound items, the national statutory rate should be the starting-point for negotiations.
Members should be allowed to bind all tariffs above the applied rate.

Iv. NON-TARIFF BARRIERS

11. Admittedly, non-tariff barriers remain a significant issue which is difficult to identify and
remedy. However, this is an important part of the task that needs to be undertaken during the course
of the new round of non-agricultural market access negotiations, the final outcome of which should be
well balanced with the aforementioned result of tariff reduction.

12. To this end, we view that NTBs should be identified and negotiated within the Negotiating
Group on Non-Agricultural Products as it is the most appropriate body to discuss and remedy NTBs
problems for the following reasons:

1) This Group has been granted full authority by the TNC to negotiate on the subject of
NAMA.

2) It will facilitate developing and least-developed countries, which possess constraints
with regards to both human resource and budget, and to help them to better focus on
the NAMA topics in one single forum.

3) It will help facilitate developing and least-developed countries to better evaluate the
overall picture of the NAMA negotiations.

13. On the subject of process for negotiating removal of NTBs, we are of the opinion that the
request—offer process should be an appropriate process for the NTBs negotiations.

V. S&D
14. On the topic of Special & Differential Treatment for developing and least-developed

countries, Thailand considers that S&D should be provided in the forms of, among others, the
different target tariff cuts, different components of the formula, different time frames for
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implementation. These elements should be discussed in light of the S&D objectives as set out in the
Doha Declaration.

VI. ENVIRONMENTAL GOODS

15. Lastly, with regard to the Doha mandate to reduce or, as appropriate, eliminate tariff and non-
tariff barriers to environmental goods, we are of the view that the most practical approach would be to
treat environmental products in the same manner as other products under negotiations in the Non-
Agriculture Market Access Group.
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Introduction

1. Paragraph 3 of the "Programme of meetings for the negotiations on market access for non-
agricultural products" adopted by the Group on 19 July 2002 foresees "a consolidated overview of
proposals to be submitted to participants at the first meeting of the Group in 2003".

2. The overview has been prepared on the basis of written submissions by participants which
were circulated in the TN/MA/W/- document series. The overview has not taken into account points
made in the area of environmental goods and non-tariff barriers. In light of the rather preliminary
nature of the discussion on these subjects, it was felt that an overview on these subjects would be
more useful at a later stage. For the purpose of this review, more than one communication from the
same delegation has been counted as one submission (this concerns the EC, US, Japan, Korea and
India). In addition, a submission made by a group of participants was also considered as one
submission (this concerns LDCs and Mercosur). In light of the above 18 submissions may be
considered to have been received and have been taken into account in this overview

3. While the "Programme of meetings..." foresees an overview of the proposals of modalities
submitted, the attention of participants is drawn to the fact that the nature of the submissions differed
considerably. In some instances the submissions contained concrete proposals on modalities, in
others they contained views or ideas on the negotiations and yet in others there was a mix of both. No
distinction was made between the various submissions and information provided in all of them has
been taken into account, if relevant to this exercise.

4, The overview is structured in the following manner. Section I contains a listing of eighteen
issues which have been identified in the submissions. In addition, items 19 and 20 refer to newly
acceded Members and LDCs, respectively and reflect points raised in connection with these two
categories of participants. Each subject has been looked at from two angles: firstly an overview of the
submissions relating to each subject has been presented and secondly the special and differential
treatment/Less than full reciprocity in reduction commitments aspect of the subject as contained in the
submissions has been provided. Section II sets out in a tabular form the items listed in Section I and
reproduces the specifics of the submissions pertaining to each of the items as well as any special and
differential treatment/Less than full reciprocity in reduction commitments aspect. Participants have
also been identified in this section for ease of reference. An annex reproducing the various formulas
proposed has been attached to the end of the document.



TN/MA/6
Page 2

Section I:

1. Product Coverage

Overview of submissions

Nine submissions were identified in which reference was made to product coverage. Five of
them state that all non-agricultural products should be subject to negotiations. Another submission
states that in principle the entire tariff universe would be subject to negotiations. Two other
submissions speak of comprehensive or broad product coverage without a priori exclusions. Another
submission qualifies that there should be no exceptions on product coverage for developed countries.

Special and differential treatment/Less than full reciprocity in reduction commitments

2. Elimination of Tariffs
Overview of submissions

Four submissions make a reference to the elimination of tariffs. In one case elimination of all
duties is foreseen for 2015. In another case, elimination of tariffs on most non-agricultural products at
least in OECD countries has been proposed. Another submission provides that developed Members
could have as an objective to eliminate their tariffs within a certain specified period following an
initial one-off reduction at the conclusion of the Doha Round. The fourth submission makes a
reference to expanding the scope of duty-free trade.

Special and differential treatment/Less than full reciprocity in reduction commitments

In one of the four submissions, it is noted that, where possible, elimination of tariffs on
products of interest to developing countries should take place.

3. Core Modality

Overview of submissions

A variety of modalities are proposed. Thirteen of the eighteen submissions suggest the use of
a formula approach. In some of these cases no detail regarding the formula has been provided.
Among the proposals where some detail has been provided, a distinction has been made for the
purpose of this overview between formulas that apply on a line-by-line basis and formulas that foresee
a reduction in the average tariff. It is to be noted that in one case the modality proposed uses both
approaches. Two of the thirteen submissions foresee sectoral initiatives as being a core part of the
modality along with the formula.

Of the remaining submissions, one submission proposes giving priority consideration to
approaches of general application (formula cut and sectoral approaches), and the Swiss formula with
different coefficients has been referred to as a possible formula. Another submission suggests the use
of a formula approach as an option. The remaining three submissions propose a "cocktail approach",
a "combination of approaches" and a sector-by-sector approach, respectively.
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Special and differential treatment/Less than full reciprocity in reduction commitments

Thirteen submissions make a specific reference to special and differential treatment. Nine of
them state that formula-based approaches could vary the cut for developing and developed countries.
One example which is provided is through the use of different coefficients. Another submission
speaks of higher percentage reductions to be set for developed countries than for developing countries.
The percentage reduction for the latter group of countries is also to be determined in light of their
dependence on customs revenue. Two of the nine submissions state that sectors and products of
substantial export interest to developing country Members should be subject of priority reductions.
Of the remaining four submissions, one submission states that Members should agree to deeper cuts
for textiles, clothing and footwear. Another submission proposes the use of a "cocktail approach” for
developing countries rather than the formula approach it has proposed for developed countries.
Another submission states that once agreement has been reached on the modalities, Members can turn
to "more precise and customised approaches" to take account of individual development needs. The
last submission speaks of adopting a broad rather than restricted approach to the negotiations. It
provides that developing countries should be able to maintain the same concession level for certain
products or apply only minimum reductions to them.

4, Supplementary approaches

Overview of submissions
- Harmonization and/or sectoral elimination initiatives

Eleven submissions make a reference to sectoral initiatives. Although contained in the section
entitled” supplementary approaches”, there are two submissions which view sectoral initiatives as
being part of the core modality. Another submission states that sectoral initiatives might be a
supplementary method to a formula for sectors where a critical mass (ex. 80% of world trade) can be
achieved. Three submissions speak of expanding existing sectoral agreements both in terms of their
membership and products, and introducing new sectoral initiatives. Details have not always been
provided regarding the sectors for which such initiatives are proposed. Additionally it is not always
clear which new sector is being proposed for zero-for-zero and which for harmonization. In one
submission the view was expressed that once a general formula was applied, an evaluation could be
undertaken and if deemed necessary, work could be undertaken at a later stage on the basis of zero-
for-zero initiatives. Another submission states that Members should be free to decide their
participation in such initiatives in light of their own needs. Three submissions indicate that recourse to
sectoral initiatives should be kept to a minimum, may be useful in exceptional circumstances or
should be taken when reductions obtained through the formula were insufficient, respectively.

- Request/offer approach

Six submissions make a reference to the use of the request/offer process. Five of them
indicate that such an approach can be used in certain circumstances, for example on a limited number
of products. The sixth submission favours such an approach due to variations in tariff structures of
Members.

Special and differential treatment/Less than full reciprocity in reduction commitments

- Harmonization and/or sectoral elimination initiatives

Four of the eleven submissions make a reference to this aspect. One of them states that

sectoral initiatives would need to incorporate higher harmonized tariff levels, greater credit for tariff
reductions and longer implementation periods for developing countries. Two submissions note that
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there could be flexibility for developing countries in terms of implementation and staging periods.
One submission states that particular emphasis should be put on sectors of interest to developing
countries.

- Request/offer approach

S. Elimination of low/nuisance duties
Overview of submissions

Eleven submissions make a reference to the elimination of "low"/"nuisance" tariffs. Two
submissions indicate that a definition of such duties is required. Of which, one states that only those
"nuisance tariffs" considered to be "truly burdensome" should be eliminated. In two other
submissions the view was expressed that the formula should incorporate a feature whereby duties
below a specified level are eliminated. In another two cases a definition has been provided whereby
duties are considered low when they stand at 2.5% or less (for developed countries) or at 5% or less,
respectively. One submission considers that an elimination of such a duty is a concession like any
other reduction or elimination of tariffs. While another submission states that the elimination of
nuisance tariffs should not be considered as a concession equivalent to the reduction of higher tariffs.
In another submission, a participant expressed the view that developed country Members should
eliminate all their "lowest tariffs".

Special and differential treatment/Less than full reciprocity in reduction commitments

Two submissions make a reference to this aspect. One submission specifies that all duties
beneath a floor are to be eliminated, and since such duties are mostly in developed countries, such
action would benefit developing countries. The second submission states that developing country
Members should be free to maintain low tariffs.

6. Tariff Peaks, Tariff Escalation and High Tariffs

Overview of submissions

Twelve submissions make a reference to these issues. One submission proposes a formula
which will address the question of tariff peaks and high tariffs and indicates that for the problem of
tariff escalation additional steps might need to be taken. In three submissions, an idea is advanced to
have a cap on maximum level of tariffs. Another submission states that following agreement on a
definition of tariff peaks an average reduction of X per cent can be agreed upon. A view is expressed
in one submission that tariff peaks and tariff escalation should be rectified through zero-for-zero and
harmonization sectoral approaches. It also states that tariff escalation should be subject of
consultation. Another submission states that these issues may be addressed through the request/offer
approach. Three of the twelve submissions speak of the need to clarify the definition of one, two or all
of these terms. Of which one states that negotiations would need to discuss the methodology and
definitions related to tariff escalation in order to address the issue adequately. Another submission
states that a definition of these terms is not needed, while another submission defines a tariff peak as a
tariff rate which is three times more than the simple average tariff level. One submission proposes
that Members should not impose a tariff on any product in excess of three times their average tariff.
The last submission states that mechanisms should be incorporated in the modalities to reduce or
eliminate tariff peaks and tariff escalation.
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Special and differential treatment/Less than full reciprocity in reduction commitments

Two of the twelve submissions refer to this aspect. One of which states that problems of tariff
peaks, high tariffs, tariff escalation on products of export interest to developing countries should be
effectively dealt with. Some examples of products of export interest to developing countries and on
which tariff peaks are concentrated have been provided. The second submission states that a formula
could tackle tariff peaks and high tariffs which are common to products of export interest to
developing countries.

7. Bindings/Binding coverage

Overview of submissions

Thirteen submissions refer to the subject of binding coverage. Nine of those submissions call
for an increase in the binding coverage, with six of them proposing the binding of all non-agricultural
products. A tenth submission indicates that only developed countries should bind all items, while the
eleventh one makes a reference to all Members binding their tariff rates "after reduction".

Special and differential treatment/Less than full reciprocity in reduction commitments

Four of the thirteen submissions make a reference to this aspect. Two submissions indicate
that developing countries should have the flexibility to not bind all tariff lines. If bindings are to be
made, one of the three submissions speaks of the flexibility for developing countries to bind them at
levels "generally above the higher of the bound rates prevailing for bound items in a country's tariff
schedule”. Another one speaks of the flexibility to bind tariffs at rates commensurate with the level of
the country's industrial development. One of the remaining two submissions suggests that bindings at
present applied rates would be counted as concessions from poorer developing countries, while the
last submission states that longer transitional periods should be given to developing countries.

8. Binding Overhang

Overview of submissions

Seven submissions refer to this subject. Five speak of narrowing the gap between bound and
applied rates as an objective. The sixth speaks of an approach based on an average reduction once
tariff peaks have been defined.

Special and differential treatment/Less than full reciprocity in reduction commitments

The seventh submission states that flexibility should be given to developing countries to
determine the level of bindings of their tariff lines.

9. Base rates
Overview of submissions

Sixteen submissions refer to this point. Twelve of the submissions propose the use of bound
rates as the starting-point of these negotiations. There is some question in certain instances as to
whether reference is being made to final bound rates or to current bound rates. In two of the four
remaining submissions, a proposal has been made to use applied rates as the base rate. In one case the
applied rates which are closer to the start of the negotiations are to be used, while in the other applied
rates as of 1 January 2002 or UR final bound levels are to be used whichever is lower. Another
submission provides that developed country Members should take 2000 applied rates as base rates.
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Another submission provides that for developed countries the base rates should be the target rate of
10% or the bound rate, whichever is lower. As to unbound rates, six submissions have suggested one
or the other of the following rates as base rates: applied duties in force in 2001, applied rates in force
at the launch of the Doha Round or applied rates in force in 2002.

Special and differential treatment/Less than full reciprocity in reduction commitments

Among the sixteen submissions, one submission proposes that for developing country
Members the simple average rate between their applied rates in 2000 and their UR final bound rates
should be their base rate. In another submission, it was noted that the base rate for developing
countries should be the bound rate. In a third submission it was noted that for unbound tariff lines,
developing countries should have the flexibility to bind the tariffs at levels generally above the higher
of the bound rates prevailing for bound items in a country' schedule.

10. Base Year
Overview of submissions

Three submissions make a reference to the base/reference year. Of which two indicate that the
base year should be the one for which data are available for the majority of Members. The third
submission proposes 2000 because more Members notified their data for that year than 2001.

Special and differential treatment/Less than full reciprocity in reduction commitments

11. Nomenclature
Overview of submissions

One of the five submissions referring to this issue states that HS2002 should be used. Three
of the remaining four submissions state that HS96 should be used, Of which two state that the results
of the negotiations should nevertheless be incorporated in HS2002. The remaining submission states
that there should be flexibility to use the nomenclature in which the Member has bound its tariffs
subject to concordance tables being provided, if necessary.

Special and differential treatment/Less than full reciprocity in reduction commitments

12. Implementation and staging

Overview of submissions

Fourteen submissions reference this issue. Five of which propose five years as the
implementation period. Three of them speak about linear cuts. Of the remaining nine submissions,
one indicates that a short implementation period would be preferable. Another one notes that
previous negotiations had as norm a maximum of five equal annual instalments. One submission
proposes that developed Members should phase out all tariffs in five years in equal cuts, while another
one states that longer implementation periods should be established to enable higher levels of
ambition. One submission states that longer implementation periods should be given for sensitive
products.
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Special and differential treatment/Less than full reciprocity in reduction commitments

Nine submissions refer to this aspect. Two submissions speak of giving a longer
implementation period for developing countries. Another two submissions specify that the
implementation period should be seven years or extended up to ten years, respectively. Three
submissions state that a system of differentiated staging periods was appropriate for developing
countries. Two other submissions speak of longer than five years being given to developing countries
in exchange for major cuts or deeper than average cuts, respectively.

13. Credit for autonomous liberalization

Overview of submissions

Seven submissions refer to this subject. Four of which speak about giving credit for
autonomous liberalization measures which are bound. Another submission proposes that credit
should be accorded for autonomous liberalization measures undertaken since 1995. Another
submission speaks of negotiations being able to take account of cases in which countries have "gone
beyond the trade liberalization agreed during the UR". The last submission indicates that this issue
needs to be carefully handled as assessment methods for such credits are difficult. ‘

Special and differential treatment/Less than full reciprocity in reduction commitments

14. Non ad valorem duties

Overview of submissions

Eight submissions refer to this subject. One submission proposes that all Members should
commit to converting specific duties to ad valorem equivalents during the negotiating process. Two
submissions foresee that only developed countries should make that conversion. Two submissions
speak of the need to maximize the use of ad valorem rates. One submission states that Members
should consider converting to ad valorem duties and stop using complex or mixed tariffs. While
another submission indicates that Members should have the flexibility to maintain such ad valorem
tariffs at the end of the negotiations. One proposal states that consensus is required on how to deal
with this issue. It was not always clear whether the proposal to convert non ad valorem duties to ad
valorem equivalents was limited to' the negotiating process, or whether it was to be the status quo
following conclusion of this process.

Special and differential treatment/Less than full reciprocity in reduction commitments
One of the eight submissions states that developing country Members should limit the number

of their non ad valorem tariffs to no more than 3% of the total number of tariff lines in their national
tariff nomenclature.

15. Simplification of tariff structures
Overview of submissions
Two submissions refer to this matter. One submission suggests harmonizing tariffs on similar

products within similar HS headings/classifications, while the other proposes the combination of
national subdivisions under HS subheadings carrying the same bound rate.



TN/MA/6
Page 8

Special and differential treatment/Less than full reciprocity in reduction commitments

16. Export taxes

Overview of submissions

Two submissions refer to this subject. One submission states that export taxes should be
discussed, while the second one states that removal of export duties is required.

Special and differential treatment/Less than full reciprocity in reduction commitments

17. Initial Negotiating Rights (INRs)

Overview of submissions

One submission refers to this issue and indicates that modalities should see how INRs are
reflected in the final results of the negotiations.

Special and differential treatment/Less than full reciprocity in reduction commitments

18. Erosion of Preferential Margins

Overview of submissions

One submission has been made on this matter and the suggestion has been made to set up a
competitiveness fund on the basis of contributions from International Financial Institutions to enable
countries affected by any erosion in preferential market access to undertake competitive adjustment.
(see point 20 on LDCs where there is also reference to this subject).

Special and differential treatment/Less than full reciprocity in reduction commitments

19. Newly Acceded Members

Overview of submissions

Four submissions refer to this issue. One submission envisages that newly acceded Member
should only make contributions on their own initiative. Another submission provides that credit for
liberalization measures undertaken as well as longer implementation periods should be accorded to
newly acceded Members. One submission provides that reduction commitments of newly-acceded
Members should be fully takeninto consideration and no further reduction required. In addition,
newly-acceded Members are to take the simple average rate of their applied rates in 2000 and their
final bound rates committed in their accession negotiations as their base rates for the negotiations.
Another submission indicates that consideration should be given to the conditions of accession of
newly acceded Members.
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Special and differential treatment/Less than full reciprocity in reduction commitments

20. Least Developed Countries

Overview of submissions

Eleven submissions have been made on the subject of LDCs. Two of them foresee exemption
from tariff reduction obligations by LDCs. One of the two submissions states that LDCs should,
however, substantially increase their binding ratios while the other one states that LDCs could bind
tariffs at higher levels than applied rates for a limited number of products or sectors or across-the-
board with ceiling binding. Another submission indicates that no reciprocal tariff concessions are
required from LDC. Another proposal states that substantial reductions would in principle not be
expected. Another two submissions propose that all developed countries should implement tariff and
quota-free access for all products from LDCs, in one case the date of 31 May 2003 has been provided.
Another proposal suggests flexibility to LDC with respect to the binding of tariffs, conversion of ad
valorem tariffs, elimination of tariff peaks and tariff escalation. Another proposal states that LDCs
may determine the coverage of their bindings on an autonomous basis. One proposal provides for the
designing of an individually tailored capacity-building programme. One submission proposes the
postponement of the staging of reductions, for example by five years or spread the staging of
reductions over a period of ten years in cases where the preferential margins enjoyed by LDC exports
is going to be seriously affected. The same submission foresees developing countries extending
preferential tariff treatment on a non-reciprocal basis to products requested by LDCs, and also
proposes that LDCs get credit for autonomous reductions in tariffs.

Special and differential treatment/Less than full reciprocity in reduction commitments
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Annex
Korea (TN/MA/W/6/Add.1)
1. Korea proposes that each Member reduce its trade weighted average tariff rate by 40 percent.

Members will achieve this goal in accordance with the following tariff reduction formulae:

(@) The bound tariff rate for each non-agricultural product shall be reduced at least by 20 percent
with no exceptions.

(b) For those products whose current bound tariff rates are above either two times each Member’s
current simple national average tariff rate or 25 percent, the tariff rates shall be reduced by more than
20 percent.

- The tariff rates above two times the national average, after minimum reduction of 20 percent,
shall be further subtracted by 70 percent of the difference between them and two times the
simple national average. For example, if the national average tariff rate is 3 percent and the
tariff rate for product A is 15 percent, the final tariff rate for product A shall be less than
5.7 percent.

T\=(Ts*0.8)-0.7*(To-2*T,)

T,: maximum tariff rate after reduction
To: tariff rate before reduction (above 2 times the national average)
T,: national average tariff rate

- The tariff rates above 25 percent, after minimum reduction of 20 percent, shall be further
subtracted by 70 percent of the difference between them and 25 percent. For example, if the
tariff rate for product B is 50 percent, the final tariff rate for product B shall be less than 22.5
percent.

Ti= (To*0.8)-0.7*(To-25)

T:: maximum tariff rate after reduction
To: tariff rate before reduction (above 25 percent)

- If a tariff rate is above two times the simple national average and at the same time above 25
percent, the final tariff rate shall be whichever is lower after the reduction as described above.

(c) If the result of tariff reduction in accordance with the formulae as described above is under the
targeted 40 percent reduction of the trade weighted average tariff rate, Members shall make additional
tariff reduction at its own discretion to achieve the targeted 40 percent reduction. However, if the
result of tariff reduction in accordance with the formulae as described above goes beyond the targeted
40 percent reduction, Members shall apply the result.
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EC (TN/MA/W/11/Add.1)

U L
(Bl —Bl )
U L)
(BO —BO )

f()=BE +(x-Bf)*
L

with B0 and Bg as lower and upper limitsin base bracket,

and BIL and BlU as same limitsin the new bracket,

and where x =initial duty.

Japan (TN/MA/W/15 and Corr.1)

to < 10%, A= 10
10% <t, £20%, A =20
20% <t, <30%, A=30
30% <t,, A=40

a=03
t': trade-weighted average target tariff rate
t, : bound rate (trade-weighted average)

China (TN/MA/W/20)

T = (A+BxP)xT,

A+ PH) 4T,
Ty : Base rate
T, : Final rate
A Simple average of base rates
P: Peak factor, P=Ty/A

B: Adjusting coefficient, e.g. for the year 2010, B=3; for the year 2015, B=1
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Swiss formula

T = AxT,

A+T,
T : Base tariff
T, : New tariff

A Coefficient (US - TN/MA/W/18 : A=8))
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FORMULA APPROACHES TO TARIFF NEGOTIATIONS

Note by the Secretariat'

Addendum

1. Introduction

1. This document has been prepared to assist Members to better understand the various
proposals for modalities that include a formula approach for tariff negotiations. It adds to the material
contained in TN/MA/S/3/Rev.1 and complements the document TN/MA/6 entitled "Overview of
Proposals Submitted". It confines itself to illustrating the properties of several formulae using a
hypothetical tariff profile and with numerical examples presented in tables and graphs.

2. The document does not address the specifics of the various proposals such as the base period,
implementation, product coverage, treatment of non-ad valorem duties and their application by
Members. It also does not present all the formula proposals listed in document TN/MA/6 because not
all of them include a clearly defined functional form and explicitly specified parameters or
coefficients. It is not possible to calculate the reductions for given initial tariff rates without such
information.

2. Methodology

3. The methodology for presenting the various proposals is similar to that used in
TN/MA/S/3/Rev.1. A hypothetical tariff profile is used to evaluate the effect of implementing a
specific proposal, including the effects on a benchmark tariff escalation scenario. This approach
allows the reader to use the intuition behind the general formulaic expressions illustrated in
TN/MA/S/3/Rev.1 to interpret the proposals for formula modalities. For the proposals that include
the tariff average as a parameter, the average tariff of the hypothetical tariff profile is used. This
means that the reductions calculated for the various initial duty rates do not apply to real tariff profiles,
where the average is lower or higher than the average of the hypothetical tariff profile. In these cases,
where possible, the properties of the formula with respect to the different profiles are discussed.

4, It should be noted that for presentation purposes, the notation for the formulae in this paper
has been standardised. In all cases the original tariff rate is denoted as t, and the final rate as t;. The
text does not distinguish between bound and applied rates, since the purpose of the document is to
illustrate the use of different formula methodologies.

5. Formulae that propose a reduction of the average weighted tariff have to be distinguished
from those that propose a methodology for a line by line reduction. Following the classification made
in document TN/MA/6 regarding weighted tariff average reductions and line by line reductions, they
have been presented in different figures and tables.

' This document has been prepared under the Secretariat's own responsibility and without prejudice to the
positions of Members and to their rights and obligations under the WTO.
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3. Proposals

(@) China’

6. The Chinese formula is specified as:

; _(ta+(BxP))xt0
e + P )+,

where,

t, 1s the simple average of the base rates (4 in TN/MA/20).

P is a peak factor defined as the ratio of the tariff rate over the average rate (#/ ;)

B is an adjusting coefficient for the year of implementation. B=1 for 2015 or B=3 for 2010.

7. The formula is very similar to the well known Swiss formula but instead of a fixed coefficient,
a variable factor based on the simple average of the base rates ¢, , a peak factor and an additional
parameter for the year of implementation has been used. The properties of the Chinese formula are
similar to what is known about the properties of the Swiss formula discussed in Section III.B.2.b of
TN/MA/S/3 Rev.1, such as higher cuts for higher rates. Furthermore it can be shown that for B=1 the
formula reduces any initial tariff rate below a maximum level which is the current average of the base
rates. This is equivalent in its effect to the standard Swiss formula using the tariff average as
coefficient.

8. The percentage cuts for any given tariff rate will depend on the tariff average of the Member
concerned. For the same tariff rate, Members with lower tariff averages will experience relatively
higher reduction rates than Members with higher tariff averages. Therefore, the overall result of
applying this formula will depend on the statistical properties of different Members' tariff profiles.

(b) European Communities’
9. The EC proposal is within the class of linear tariff dependent formulae, however, with an

adjustment, which gives it the properties of a step-wise linear function. The formula is applied across
a set of ranges and the overall cuts depend upon the upper and lower bound of the applicable range.

10. The formula is specified as:
BU __BL
_pl L 1 1

t, =B, +(t0 - B, )X[Bé/ -B(,Lil

where BJ‘: are the upper and lower bounds of the respective bands. The subscripted number

represents the applicable range. The superscripted letters U and L are, respectively, the upper and
lower bounds of the range. Technically, the number of ranges that can be specified is unlimited. In
the most simple case two ranges could be used.

11. The EC submission did not parameterise the formula but presented a chart showing a possible
"Duty Reduction Scenario.* Nevertheless, it is still possible to examine the properties of the proposed
EC formula without precise, values given the specification of the formula. For example, the term in

2 TN/MA/W/20.
* TN/MA/W/11/Add.1.
* Reproduced in document TN/MA/M/4.
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the first set of brackets must be greater than zero, since a given tariff within a range must be greater
than or equal to the value of the lower bound of the range within which it falls.” The term in the
square brackets is simply a constant since the upper and lower bands of the ranges are given as
constants. Furthermore, its value must be less than one, since the overall objective of the formula is to
‘compress’ the tariff rates. That is, any given range will be smaller with the application of the
formula.® The expression also indicates how the cut in the tariff is sensitive to the specification of the
bands. For example, high tariffs within the same band are reduced by more than low tariffs within the
same band.” Technically, the number of ranges that can be specified is unlimited. For the application
of the formula the upper and lower limits of the old and new ranges need to be clearly specified.

(c) Japan®

12. Japan proposes that each Member sets a target level of a trade-weighted tariff average
according to a formula and that each Member reduce its trade-weighted tariff average to that target
level. Each Member will retain flexibility on ways to realize the target tariff level. The formula is
specified as:

w Axt,,
YA+

where, ¢, is the weighted tariff average prior to the application of the formula and 1, is the
weighted average after the application of the formula. A4 is a constant whose values varies as follows:

ton < 10%, A=10
10% < 25, <20%, 4=20
20% < ty, <30%, A=30

30%< t,,, A=40
13. The term « in this specification has been proposed as a constant equal to 0.3.
14. The formula applies to the reduction of the trade-weighted tariff average as opposed to a

reduction of the tariff rates on a line by line basis. This means that the formula is used to determine
the end result, or the objective of the tariff negotiations. A lower coefficient will yield a higher cut
and a higher coefficient a lower cut. The Japanese proposal can, therefore, be summarised as

* Intuitively, if 1,<B} it would be in another band.
® Using this information the EC formula can be rewritten as:

BU _ L
L =BlL +(t0 —BOL)X Y, where ¥, =|:—§1—U—___§lL_} and 0<}’1 <1
1] [4]

The above expression makes it easier to understand the intuition behind the EC proposal. It says that the
new tariff is the sum of the lower bound of the new range (lower than the lower bound of the old range), plus
weighted difference between the original tariff and the old lower bound.

7 The intuition behind this is that a unit increase in the original tariff rate will increase the new tariff rate
above the lower bound of a specified range by less than unity (since the constant is less than one). Accordingly, the
greater the increase in the tariff rate, the smaller will be the proportionate increase to the lower bound of the specified
range.

* TN/MA/W/15.
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proposing that Members with higher weighted tariff averages face a lower reduction than those with
lower rates.”

(d) Republic of Korea'®

15. The objective of this proposal is to lower the weighted tariff average of Members by
40 percent. This is achieved by applying a reduction formula that results in a higher reduction of
taniff peaks. The starting point is a 20 percent minimum reduction by tariff line, which is followed by
a further reduction aimed at harmonizing the tariff profile. Two criteria are used to distinguish which
tariffs should be addressed and the applicable methodology. These are twice the national average and
25 percent.

16. For the case where tariffs are above twice the national average after the minimum reduction
of 20 percent, the following formula is applicable which includes the initial 20 per cent reduction:

t =(to x0.8)—(0.7x(t0 -2xt))

17. If the tariff rate is less than twice the national average, but still above 25 percent the following
formula is applicable which includes the initial 20 per cent reduction:

t, =(t, x0.8)—(0.7x(z, ~25))

18. In cases where the tariff rate is above two times the simple national average and at the same
time above 25 percent, the final tariff rate shall be whichever is lower after the reduction.

19. The formula reduces higher tariff rates in a way that takes into account individual tariff
profiles since the cut is dependent on the tariff average. This means tariff profiles that have duties
predominantly below 25 percent but above twice the national average will still be subject to further
tariff reductions. Alternatively, profiles with duties predominantly above 25 percent, but with high
overall averages will still be subject to reductions since the 25 percent rule will apply.

20. The overall result of applying this formula will, therefore, depend on the statistical properties
of each Members' tariff profile. It should be noted though that for all tariff profiles with an average of
above 12.5 percent the tariff rate reductions in percentage are identical for a given tariff rate because
the 25 percent rule applies in all cases where twice the national average is greater than 25 percent.

21. The Korean proposal is similar to the Japanese proposal in that both seek a reduction of the
weighted tariff average. However, the application of the Korean formula for the targeted reduction of
weighted tariff averages differs slightly from that of the Japanese proposal as illustrated in figure 3.

° The high rates in the lowest band (up to 10%) would have a lower percentage reduction than the higher
rates in higher bands.
° TN/MA/W/6/Add.1.
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(e) United States''

22. The United States has proposed a modality which includes the elimination of tariffs at or
below 5 percent and the application of a Swiss formula on the tariff profile for all other tariff rates.
The proposed coefficient is 8, which converts the general Swiss Formula into the following
specification:

_ 8x1,
8+1,

4

23. The general properties of this formula are described in TN/MA/S/3/Rev.1l. What is important
to note about the US proposal is the value of 8 for the coefficient. This implies a maximum tariff rate
of 8 percent after tariff reductions for any tariff profile.

4. Tariff reduction simulations with hypothetical tariff profile

24. The reduction effects of the formulae presented above applied to a hypothetical tariff profile
similar to the one used in TN/MA/S/3/Rev.1 are illustrated in tables 1 to 3 and figures 1 to 3. The
proposals using line by line reductions and those targeting reductions of average weighted tariff rates
are shown separately because they are not strictly comparable in their implications.

25. Table 1 shows, based on the hypothetical tariff profile, the base rates before and after
application of the various formulae. For those formulae that use the tariff average as parameter the
average of the hypothetical tariff profile has been used, i.e. £,=30. The application of the Chinese
proposal to tariff profiles with lower/higher tariff averages would, for a given tariff rate, result in a
higher/lower cut than that shown in the tables and figures. In the case of the Korean proposal for line
by line cuts, tariff profiles with a tariff average below 12.5 percent would be subject to higher cuts
than those shown in the examples given in the tables and figures. Descriptive statistics before and
after reduction highlight the overall effects of the application of the various proposals on the
hypothetical tariff profile.

26. Table 2 illustrates how the application of the formulae resuits in different percentage
reductions for the different tariff rates and indicates also the reduction of the simple average of the
hypothetical tariff profile. For sake of comparison only, the tables and figures also include the effects
of a hypothetical 50% linear reduction. Table 3 illustrates the same point for the formulae for
reductions of weighted tariff averages.

217. The information shown in the tables is also displayed in graphical form in figures 1 to 3
corresponding to tables 1 to 3. In figures 1 and 2 for the Chinese formula only, the version with
coefficient B=1 has been included.

5. General Observations

28. Formulae by their very nature are technical. Nevertheless, it is extremely important to
understand their properties in the context of their application to the tariff profiles of Members. In this
regard, despite the diversity of innovative proposals on the use of formulae as a modality for market
access negotiations, some common elements can be highlighted.

" TN/MA/W/18.
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29. The following general observations can be made:

e All the proposals make the reduction rate dependent on the initial tariff rate.

¢  All proposals reduce higher rates by proportionately more than lower rates. This is accomplished
through different specifications.

e All proposals have similar effects at higher levels of tariffs, although with different absolute
impacts due to different parameters.

= Some proposals take into account the diversity of the Members profiles via an explicit provision
in the functional design of the formula for the current level of base rates.

»  The treatment of the lower tariff rates differs significantly amongst the proposals.
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Table 1

Impact on tariff rates of various line by line formula proposals on the hypothetical tariff profile

Tariff line Initial China China European | Korea USA Linear
tariff rate |£,=30, B=1| ¢,=30, B=3 |Communities| #,=30 cut 50%

Line 1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Line 2 2.5 2.3 2.3 1.7 2.0 0.0 1.3
Line 3 5.0 4.3 44 33 4.0 0.0 2.5
Line 4 7.5 6.0 6.1 5.0 6.0 39 3.8
Line 5 10.0 7.6 7.9 6.7 8.0 4.4 5.0
Line 6 12.5 8.9 9.2 8.3 10.0 4.9 6.3
Line 7 15.0 10.1 10.4 10.0 12.0 5.2 7.5
Line 8 17.5 11.2 11.6 11.1 14.0 5.5 8.8
Line 9 20.0 12.2 12.7 12.1 16.0 5.7 10.0
Line 10 22.5 13.0 13.7 13.2 18.0 5.9 11.3
Line 11 25.0 13.8 14.6 14.3 20.0 6.1 12.5
Line 12 275 14.6 154 15.4 20.3 6.2 13.8
Line 13 30.0 15.2 16.2 16.4 20.5 6.3 15.0
Line 14 32.5 15.9 17.0 17.5 20.8 6.4 16.3
Line 15 35.0 16.4 17.7 18.6 21.0. 6.5 17.5
Line 16 37.5 17.0 18.3 19.6 21.3 6.6 18.8
Line 17 40.0 17.5 18.9 20.7 215 6.7 20.0
Line 18 425 17.9 19.5 21.8 21.8 6.7 21.3
Line 19 45.0 18.3 20.1 22.9 22.0 6.8 22.5
Line 20 475 18.8 20.6 239 22.3 6.8 23.8
Line 21 50.0 19.1 21.1 25.0 22.5 6.9 25.0
Line 22 52.5 19.5 21.6 25.0 22.8 6.9 26.3
Line 23 55.0 19.8 22.1 25.0 23.0 7.0 27.5
Line 24 57.5 20.1 22.5 25.0 23.3 7.0 28.8
Line 25 60.0 20.4 23.0 25.0 23.5 7.1 30.0
Average 30.0 13.6 14.7 15.5 16.7 54 15.0
Maximum 60.0 20.4 23.0 25.0 23.5 7.1 30.0
Std. Dev 18.4 5.9 6.7 8.1 7.4 2.2 9.2
Coeff. Var. 61.3 435 45.5 52.0 446 40.7 61.3
Escalation 3.0 2.0 2.1 2.5 2.6 14 3.0
(linel3/line5)

Note:

Std. Dev: Standard Deviation is a measure of absolute dispersion of the tariff profile. It is dependent
on the average level of the tariffs.

Coeff. Var: Coefficient of Variation is a measure of relative dispersion. It is defined as the standard
deviation divided by the average and usually presented in percent, i.e. multiplied by 100. It is not
affected by the average levels of tariffs.
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Table 2

Percentage reduction arising from the application of various line by line formula proposals

Tariff line | Initial China China European | Korea USA Linear
tariff rate | £,=30, t:=30, |Communitie| ¢,=30 cut 50%
B=1 B=3 s
Line 1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Line 2 2.5 7.5 6.9 333 20.0 100.0 50.0
Line 3 5.0 13.9 12.9 333 20.0 100.0 50.0
Line 4 7.5 19.5 18.1 333 20.0 48.4 50.0
Line 5 10.0 24.4 22.7 333 20.0 55.6 50.0
Line 6 12.5 28.7 26.8 333 20.0 61.0 50.0
Line 7 15.0 32.6 30.4 333 20.0 65.2 50.0
Line 8 17.5 36.1 33.6 36.7 20.0 68.6 50.0
Line 9 20.0 39.2 36.6 39.3 20.0 71.4 50.0
Line 10 22.5 42.0 39.2 41.3 20.0 73.8 50.0
Line 11 25.0 44.6 41.6 429 20.0 75.8 50.0
Line 12 27.5 47.0 439 442 26.4 77.5 50.0
Line 13 30.0 49.2 45.9 45.2 31.7 78.9 50.0
Line 14 325 51.2 47.8 46.2 36.2 80.2 50.0
Line 15 35.0 53.0 49.5 46.9 40.0 81.4 50.0
Line 16 37.5 54.8 51.1 47.6 43.3 82.4 50.0
Line 17 40.0 56.3 52.6 48.2 46.3 83.3 50.0
Line 18 42.5 57.8 54.0 48.7 48.8 84.2 50.0
Line 19 45.0 59.2 55.3 49.2 51.1 84.9 50.0
Line 20 47.5 60.5 56.6 49.6 53.2 85.6 50.0
Line 21 50.0 61.7 57.7 50.0 55.0 86.2 50.0
Line 22 52.5 62.9 58.8 52.4 56.7 86.8 50.0
Line 23 55.0 64.0 59.8 54.5 58.2 87.3 50.0
Line 24 57.5 65.0 60.8 56.5 59.6 87.8 50.0
Line 25 60.0 66.0 61.7 58.3 60.8 88.2 50.0
Average 30.0 43.9 41.0 423 34.7 75.8 48.0
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Table 3
Applying different formulae to hypothetical weighted tariff averages
(Initial and final tariff rate and reductions by case in percent)
Initial Weighted average rates after Reductions in percent
Hypothetical reduction
cases weighted| Japan Korea Linear Japan Korea Linear
average cut40% | cut 50% cut 40% | cut 50%
Case 1 0.0 0.3 0.0 0.0 n.a 0.0 0.0
Case 2 2.5 2.3 1.5 1.3 8.0 40.0 50.0
Case 3 5.0 3.6 3.0 2.5 273 40.0 50.0
Case 4 7.5 4.6 4.5 3.8 38.9 40.0 50.0
Case 5 10.0 53 6.0 5.0 47.0 40.0 50.0
Case 6 12.5 8.0 7.5 6.3 36.1 40.0 50.0
Case 7 15.0 8.9 9.0 7.5 40.9 40.0 50.0
Case 8 17.5 9.6 10.5 8.8 45.0 40.0 50.0
Case 9 20.0 10.3 12.0 10.0 48.5 40.0 50.0
Case 10 22.5 13.2 13.5 11.3 41.5 40.0 50.0
Case 11 25.0 13.9 15.0 12.5 443 40.0 50.0
Case 12 27.5 14.6 16.5 13.8 46.7 40.0 50.0
Case 13 30.0 15.3 18.0 15.0 49.0 40.0 50.0
Case 14 325 18.2 19.5 16.3 439 40.0 50.0
Case 15 35.0 19.0 21.0 17.5 45.8 40.0 50.0
Case 16 37.5 19.7 22.5 18.8 47.6 40.0 50.0
Case 17 40.0 20.3 24.0 20.0 493 40.0 50.0
Case 18 425 20.9 25.5 21.3 50.8 40.0 50.0
Case 19 45.0 21.5 27.0 22.5 52.3 - 40.0 50.0
Case 20 47.5 22.0 28.5 23.8 53.7 40.0 50.0
Case 21 50.0 22.5 30.0 25.0 55.0 40.0 50.0
Case 22 52.5 23.0 315 26.3 56.2 40.0 50.0
Case 23 55.0 23.5 33.0 27.5 57.3 40.0 50.0
Case 24 57.5 239 345 28.8 58.5 40.0 50.0
Case 25 60.0 243 36.0 30.0 59.5 40.0 50.0
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ORGANIZATION

(03-1187)

Negotiating Group on Market Access

NEGOTIATING GROUP ON MARKET ACCESS

Report by the Chairman, Ambassador Girard, to the Trade Negotiations Committee

L STATUS OF WORK

1. Since its last meeting on 2-3 December 2002 (an oral report of this meeting was provided to
the TNC at its meeting of 4-6 December 2002), the Negotiating Group met once on 19-
21 February 2003. It was a very substantive three-day meeting with the first day dedicated to the
discussion of papers submitted by participants since the Group's last meeting. There was a very
interactive session with many questions raised and many comments made regarding these papers.

2. As provided for in the "Programme of Meetings for the Negotiations on Market Access for
Non-Agricultural Products” (TN/MA/3), an "Overview of Proposals Submitted" (TN/MA/6) was
prepared for participants at this meeting. The overview listed eighteen issues pertaining to modalities
for the negotiations on tariffs which had been identified. The question of newly acceded Members
and LDCs was also addressed in the paper. In addition I had circulated an illustrative list of questions
on each of the 20 items (JOB(03)/27) with a view to stimulating discussions. The discussion which
ensued was focussed and assisted in clarifying points of divergence and convergence on the various
issues. It was agreed that the overview paper would be updated to take account of the corrections
indicated by participants at the meeting as well as any additional proposals on modalities submitted
before 14 March 2003. As not all the issues could be discussed at this meeting, the Group is expected
to return to the remaining items at the next meeting as well as revisit some issues on which a further
exchange of views would be useful.

3. The Group held a very substantive discussion on non-tariff barriers (NTBs) based on lists of
NTBs' notified by participants pursuant to a request I had addressed to them. Additionally, another
very useful input to the debate was ideas or proposals on modalities for the negotiations on NTBs
which were put forward by certain participants. The discussion on this part of the Group's mandate
was more focussed than at any other time and in this respect progress was made. The importance of
taking account of special and differential treatment in any proposal on modalities for negotiations on
NTBs was also stressed. In view of the fact that the target date for agreement on modalities for
negotiations on tariffs and NTBs was 31 May 2003, the Group agreed that any additional proposal on
modalities for negotiations on NTBs should be made before 14 March 2003.

4 The Secretariat introduced its paper on "Formula Approaches to Tariff Negotiations"
(TN/MA/S/3/Rev.1/Add.1) which demonstrated on a hypothetical tariff profile and to the extent
possible the effects of the various proposed formulas. Additionally, a technical assistance workshop
by the Secretariat was conducted on 21 February 2003 to provide more explanations on this paper.

5. Based on the Secretariat document entitled "Current Data Availability in the Integrated Data
Base" (TN/MA/S/9), the Group noted that gaps still existed in the WTO tariff and trade data base. 1

! These notifications were compiled in an advance copy of document TN/MA/W/25.
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recalled that in my letter sent in October 2002 I had requested more timely submissions of tariff and
import data to the IDB and had suggested to Members to authorize the Secretariat to source official
data from other international agencies until they themselves could report directly to the Secretariat.
Unfortunately, responses to this letter have been very limited. I drew the attention of participants to
the fact that not having comparable data in the IDB would seriously affect the capacity of those
Members to participate in the negotiations and to make full use of the tools and assistance offered by
the Secretariat. In this regard, I urged delegations to respond positively to my request.

II. OUTSTANDING ISSUES

6. Further submissions are expected from participants concerning proposals on modalities for
negotiations on tariffs as well as NTBs by 14 March 2003.

III. FUTURE WORK
7. The Group will pursue its work on a possible outline of modalities for the negotiations on

tariffs and NTBs at its meeting scheduled for 14-16 April 2003, with due emphasis on NTBs, with a
view to reaching an agreement on such modalities by 31 May 2003.



