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WIO/AIR/2098 12 MAY 2003

SUBJECT: FORMAL MEETING OF THE NEGOTIATING GROUP ON MARKET ACCESS

1. THE NEGOTIATING GROUP ON MARKET ACCESS WILL MEET ON MONDAY,
26 MAY 2003 AT 9:30 A.M. IN THE CENTRE WILLIAM RAPPARD. THE MEETING

WILL CONTINUE ON TUESDAY, 27 MAY AND WEDNESDAY, 28 MAY 2003, IF
NECESSARY.

2. THE FOLLOWING ITEMS ARE PROPOSED FOR THE AGENDA:

A. CONSIDERATION OF POSSIBLE MODALITIES FOR NEGOTIATIONS ON
MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

(I) CHAIRMAN'S PAPER ON DRAFT ELEMENTS OF MODALITIES FOR
NEGOTIATIONS CN NON-AGRICULTURAL PRODUCTS (TN/MA/W/35)°

(II}) TARIFFS
- INCIDENCE OF NON-AD VALOREM  TARIFFS IN

MEMBERS'’ TARIFF SCHEDULES AND POSSIBLE
APPROACHES TO THE ESTIMATION OF AD VALOREM
EQUIVALENTS (TN/MA/S/10)°

(III) NON-TARIFF BARRIERS (NTRBS)
- NON-TARIFF BARRIER NOTIFICATIONS - ADDENDUM
(TN/MA/W/25/ADD.1)

(IV) CONSIDERATION OF DOCUMENTS SUBMITTED BY PARTICIPANTS
AT OR SINCE THE GROUP'S LAST MEETING (SEE POINT 3)

(v) OTHER MATTERS

B. OTHER BUSINESS

3. DOCUMENTATION FROM PARTICIPANTS CIRCULATED JUST PRIOR TO, AT
OR SINCE THE LAST MEETING OF THE NEGOTIATING GROUP, IS AS FOLLOWS:

(I) MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS
- COMMUNICATION FROM INDIA (TN/MA/W/10/ADD.3)

(II) MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS -
REVENUE IMPLICATIONS OF TRADE LIBERALIZATION

-

TO BE ISSUED.
03-2508



-2 -

- COMMUNICATION FROM THE UNITED STATES
(TN/MA/W/18/ADD.2)

(III) ANSWERS TO THE QUESTIONS PROVIDED BY THE CHAIRMAN OF

NEGOTIATING GROUP ON MARKET ACCESS (JOB(03)/27)
- COMMUNICATION FROM LATVIA (TN/MA/W/32)

(IV) HARMONIZED SYSTEM (HS) CLASSIFICATION CODES OF
GAS-RELATED GOODS
- SUBMISSION BY THE STATE OF QATAR (TN/MA/W/33)
(V) MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS
- COMMUNICATION FROM MOROCCO (TN/MA/W/34)
4. PARTICIPANTS IN THE NEGOTIATIONS AND OTHER GOVERNMENTS WITH

OBSERVER STATUS ARE REQUESTED TO INFORM THE SECRETARIAT OF THE NAMES
OF THEIR REPRESENTATIVES AS SOON AS POSSIBLE.

SUPACHAI PANITCHPAKDI
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16 May 2003

NEGOTIATING GROUP ON MARKET ACCESS

Annotated Agenda of the Meeting on 26-28 May 2003

Participants in the negotiations are kindly requested to provide an advance copy of their
written statements to the Secretariat for use by the interpreters.

@ Adoption of the agenda

The Negotiating Group is expected to adopt the agenda of the meeting as set out in document
WTO/AIR/2098.

2) Consideration of possible modalities for negotiations on market access for
non-agricultural products

®

(ip)

(i)

(@iv)

03-2640

Chairman's paper on draft elements of modalities for negotiations on non-
agricultural products (TN/MA/W/35)

The Chairman will introduce his paper on draft elements of modalities for
negotiations which contains possible modalities for both tariffs and non-tariff
barriers. The Chairman will open the floor for comments.

Tariffs

Incidence of Non-Ad Valorem Tariffs in Members' Tariff Schedules and Possible
Approaches to the Estimation of Ad valorem Equivalents (TN/MA/S/10)

The Secretariat will introduce this paper which outlines the various approaches to
calculating ad valorem equivalents. The Chairman will open the floor for comments.

Non-Tariff Barriers (NTBS)

Non-Tariff Barrier Notifications- Addendum (TN/MA/W/25/4dd.1)

An addendum to the compilation of Members' notifications of NTBs has been
produced based on submissions received as of mid-May 2003. The Chairman will

open the floor for comments.

Consideration of documents submitted by participants at or since the group's
last meeting

Participants who have submitted papers at or since the last meeting of the group are
expected to introduce their papers. The Chairman will open the floor for any other
comments.
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(v) Other Matters

The Chairman intends to address any other matter that participants would wish to take
up.

3) Other Business



WORLD TRADE

TN/MA/W/35
16 May 2003

ORGANIZATION

(03-2639)

Negotiating Group on Market Access

DRAFT ELEMENTS OF MODALITIES FOR NEGOTIATIONS
ON NON-AGRICULTURAL PRODUCTS

A. INTRODUCTION

1. In adopting on 19 July 2002 the Programme of Meetings of the Negotiations on Market
Access for Non-Agricultural products (hereafter Work Programme), the participants in the
Negotiating Group on Market Access (NGMA) stated that they will "aim at a common understanding
on a possible outline of modalities by the end of March 2003 with a view to reaching an agreement on
those modalities by 31 May 2003." With a view to facilitate such agreement, the Chair submits
herewith a draft of "Elements of Modalities for Negotiations on Non-Agricultural Products,” under his
own responsibility.

2. This draft is based on the work carried out during the series of formal and informal session of
the NGMA starting on 2 August 2002 and conducted in accordance with the Mandate provided by
Ministers at Doha, and the Work programme thereunder adopted by the NGMA on 19 July 2002.

Paragraph 16 of the Doha Ministerial Declaration provides (WT/MIN(01)/DEC/1):

"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 full 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.”

Furthermore, paragraph 4 of the Work Programme states (TN/MA/3):

"4. In accordance with paragraph 16 and other relevant provisions of the Doha
Ministerial Declaration, special and differential treatment for developing and least-
developed countries shall be an integral part of all elements of the negotiations under this
Work Programme."

3. This draft does not claim to represent elements agreed in whole or in any part and is without
prejudice to the position of participants. As it will become evident immediately in this draft, some
parts are not fully elaborated, and some of the other points raised are not included. Thus, it is not in
anyway comprehensive. Rather it should be seen as a set of basic elements for possible modalities,
which will need to be adjusted, completed, refined, or further expanded upon.
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4. It is hoped that these Draft Elements will further stimulate the constructive discussions which
have taken place between participants so as to enable them to build up a consensus on modalities for
negotiations on tariffs and non-tariff barriers. It is furthermore expected that in conducting these
discussions the participants will keep closely in mind the importance of preserving the integrity of the
WTO multilateral trading system as embodied in the WTO Agreements, building upon the market
openings realized thus far as a major element in promoting trade and development, and incorporating
special and differential treatment as an integral part of the negotiations.

Therefore the following elements are proposed:
B. TARIFFS

The proposed elements for modalities on tariff negotiations are outlined in the following four
sub-sections, all of which are an integral part of the modalities for all participants.

1. Formula
5. The application of the formula will be based on the following elements:

e base rate: tariff reduction or elimination on all non-agricultural products from the bound rates
after full implementation of current concessions. However, for unbound items, the basis for
commencing the tariff reductions shall be two times the MFN applied rate;
the base year for MFN applied tariff rates shall be 2001;
non-ad valorem_duties shall be converted to ad valorem equivalents according to the
procedures in Annex I;

e HS nomenclature: negotiations to commence on the basis of Harmonized System (HS) 1996,
and negotiations to be finalized in HS2002 nomenclature;* and

e for import data, the years 1999-2001, hereinafter "reference period", shall be used in order to
mitigate yearly fluctuations.

6. All non-agricultural tariffs shall be reduced on a line-by-line basis using the formula® applied
to the base rates outlined in paragraph 5:

_ Bxt, xt,

' Bxt, +t,

! All products not covered by the WTO Agreement on Agriculture.

% Credit may be given for autonomous liberalization provided that the items were bound on an MFN
basis in the WTO since the conclusion of Uruguay Round. Thus, in the following cases, credit will accrue by
using the base rate that was in place before the autonomous liberalization took place, and the formula reduction
would be applied to this higher basis. In the case of items that were not previously bound, two times the MFN
applied rate or the new bound rate, which ever is higher, for the year the liberalization took place would be the
basis. It is noted that in the cases of the Ministerial Declaration on the Expansion of Trade in Information
Technology Products, further initiatives in the Pharmaceutical zero-for-zero sector, and certain other individual
initiatives, the bound rate was reduced to zero and through the application of the formula, credits would not be
relevant. Thus, for the remaining items, credit could be given for the tariff lines noted in the following WTO
documents which have been given legal effect through certifications: European Communities (WT/Let/178),
Hungary (WT/Let/441), India (WT/Let/374), Korea (WT/Let/302), Pakistan (WT/Let/424), Sri Lanka
(WT/Let/398), and the United States (WT/Let/182).

* When the MFN applied rate in the base year is zero, 5 percent shall be used as the basis.

* If Members so desire, they may commence with HS2002 nomenclature if the corresponding
concordance tables are provided.

3 All numbers used in the formula will be calculated to one significant decimal point.
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where,
t; is the final rate, to be bound in ad valorem terms
t is the base rate
t, is the average of the base rates®
B is a coefficient with a unique value to be determined by the participants
2. Sectorial Tariff Elimination pel o Lol b i
7. In addition to the application of the formula, a sector elimination approach is proposed in

order to eliminate and bind all tariffs on products of particular export interest to developing and least-
developed country participants. Therefore, the following sectors are proposed: Electronics &
Electrical goods; Fish & Fish products; Footwear; Leather goods; Motor Vehicle parts & components;
Stones, Gems, & Precious Metals; and Textiles & Clothing.7

The sectorial tariff elimination shall be achieved through three phases of equal length. The
basis for elimination will be from the bound rates after full implementation of current concessions, or
for unbound items, the MFN applied rates in 2001. The tariff reductions will occur in equal annual
stages, as follows:

e developed participants and other participants who so decide, shall eliminate tariffs at the end of
the first phase;

e other participants shall achieve tariff reduction and elimination as follows: 1) tariff reduction to a
proposed level of not more than 10 percent® at the end of the first phase; 2) maintain this level
during the second phase; and 3) achieve elimination of tariffs at the end of the third phase.

3. Additional Provisions for Developing and Least-Developed Participants

8. Taking into account the relevant provisions of the mandate, and the special and differential
treatment and "less than full reciprocity” already provided in the elements above, developing and
least-developed participants shall have additional provisions as follows:

a) for developing country participants, longer implementation periods for tariff reductions, and
up to 5 percent of tariff lines may remain unbound provided that they do not exceed 5 percent
of the total value of a member's imports, calculated for the reference period.g

b) least-developed country participants shall not be required to undertake reduction
commitments, as noted in paragraphs 6, 7, 11, and 12. As part of their contribution to this
round of negotiations, they are however expected to substantially increase their level of
binding commitments.

® The calculation of tariff averages should not be biased by the disaggregation of Members tariff
schedules. To reduce the bias introduced by the different number of tariff lines in Members' schedules, the HS
standard nomenclature, an international standard up to the level of HS 6-digt subheadings, shall serve as basis
for the calculation of simple tariff averages. The tariff average, shall be calculated in two steps:
i) A simple arithmetic average of tariff line ad valorem duties or AVEs is used to calculate the
tariff average for each non-agricultural HS 6-digit subheading
ii) This HS 6-digit average is then used as basis to calculate the simple tariff average for each
Member.
" Members will need to determine the product coverage applicable to these sectors.
® If the rate (bound or in the case of unbound items, the MFN applied rate in 2001) is less than 10
percent, this lower rate shall remain in place.
> Does not apply to those products included in the sectorial tariff elimination approach.
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9. Furthermore, as a contribution to the integration of the LDCs into the multilateral trading
system and support for the diversification of their production and export base, it is proposed that
developed participants and other participants who so decide, grant on an autonomous basis duty-free
and quota-free market access for non-agricultural products originating from LDCs by the year [...]

4. Newly Acceded Members

10. In addition to the provisions already set out in paragraph 8 above, newly acceded Members
could have recourse to a higher coefficient in the formula in order to take into account their extensive
market access commitments undertaken as part of their accession and recognizing that staged tariff
reductions are still being implemented.

S. Supplementary Modalities
11. It is proposed that participants supplement additional tariff reduction and elimination made

through the formula and sectorial modalities above with zero-for-zero sector elimination, sectorial
harmonization, and request & offer.

12. In addition, it is proposed that participants consider the elimination of low duties.

C. NON-TARIFF BARRIERS

13. The following elements are proposed for the modalities on NTBs:

a) It is understood that the NGMA maintains overall responsibility for addressing non-tariff

barriers (NTBs) as part of the Doha Declaration;

b) The negotiating group will proceed with the identification and examination of the various
types of NTBs;"®

c) After completing the identification, participants will aim to categorise the NTBs as well as
clarify and seek additional information where necessary, and then proceed in the following
manner:

® Selected NTBs, to be agreed upon by the participants, would be dealt with by the NGMA on
the basis of modalities, which could include request/offer, horizontal, or vertical
approaches;

* NTBs that have a specific negotiating mandate in the Doha Declaration in other areas should
continue to be addressed in that body but information on the progress or outcome of those
negotiations should be reported to this group for transparency;

e Work on NTBs which relate to other areas of the Doha Declaration which currently do not
have a specific negotiating mandate would progress in other fora but information on the
progress should be reported to this group for transparency; and

e NTBs that currently do not have a specific negotiating mandate would, after further
clarification and if the group decides there is a need to send them to another WTO body, be
reported to the TNC in order to be forwarded to the appropriate WTO body for action and
reporting back.

' In this respect, it is recalled that work has already been initiated with the notification of non-tariff
barriers by participants.
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D. APPROPRIATE STUDIES AND CAPACITY BUILDING

14. Paragraph 16 of the Doha Declaration and its reference to paragraph 50 provide, as part of the
modalities, for appropriate studies and capacity building measures to assist least-developed countries

to participate effectively in the negotiations. In this regard, but also in a broader sense, it is proposed
that:

e Participants identify issues related to studies and other capacity building measures to further
improve participation in the negotiations. In addition, the Secretariat will continue to initiate these
matters when it undertakes work relevant to this negotiating group, including in cooperation with
other international organizations. '!

e Participants initiate proposals to provide adequate delivery of technical assistance and capacity
building measures related to the negotiations on non-agricultural market access, keeping in mind

the measures already incorporated in the WTO Annual Technical Assistance/Capacity Building
Plans for both 2002 and 2003.

' 1t is noted that to date, a number of relevant studies have been prepared or referenced, as follows:
Selective Bibliography of Research on Market Access (TN/MA/S/1 + Add.1), Formula Approaches to Tariff
Negotiations (TN/MA/S/3 + Rev.l + Rev.1/Add.1 + Rev.2), WTO Members' Tariff Profiles (TN/MA/S/4 +
Rev.1 + Rev.1/Corr.1), Formula Approaches to Tariff Negotiations — Secretariat Simulations using Members'
Tariff Concessions (JOB (03)/67), Incidence of Non-4d valorem Tariffs in Members' Tariff Schedules and
Possible Approaches to the Estimation of 4Ad valorem Equivalents (TN/MA/S/10), and Market Access Issues
Related to Products of Export Interest Originating from Least Developed Countries (TN/MA/S/7).
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1.

ANNEX

Calculation of ad valorem equivalents

Where Members have non-ad valorem tariffs in their base rates, ad valorem equivalents

(AVEs) for these rates will be calculated by the Secretariat using the following methodology:

2.

If import values and quantities are available in the IDB unit values shall be calculated at the tariff
line level. v

If import values and quantities are not available in the IDB at the tariff line level unit values of the
relevant HS 6 digit subheading of the Member's IDB data shall be used.

If import values and quantities are not available in the IDB for a specific Member at the HS 6
digit level, world unit values, based on data available in the IDB and complemented by
information in the UN COMTRADE database, shall be used.

Non ad valorem tariffs for which AVEs cannot be calculated by the Secretariat because of the
technical nature of the duties concerned shall be assumed to have an AVE equivalent to the tariff
average (t,) as used in the formula in paragraph 6 of this document.

However, if the Member concerned so desires, they may calculate AVEs themselves if it is

done so in a transparent manner and uses the representative reference period. Full details of the
method and data used for these calculations shall be included in the tables of supporting material for
the draft offers and shall be subject to multilateral review. Members may ask the Secretariat for
technical assistance in their calculation of AVEs.
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L INTRODUCTION

1. In their WTO schedules, Members use a variety of formats to specify individual tariff
commitments. In most cases, Members specify tariffs in ad valorem terms, which is a simple
percentage of the value of the imported product. However, some countries choose to specify some or
all tariffs in specific or other non-ad valorem (NAV) formats, particularly on the imports of
agricultural products.

2. This paper reviews the NAV bound duties’ in the Consolidated Tariff Schedules database
(CTS) and the applied duties in the latest tariff schedules submitted by WTO Members to the
Integrated Data Base (IDB). It is necessary to review both bound and applied schedules since the
NAYV may be specified differently in each schedule for the same Member. The paper then considers
possible approaches to estimating 4d Valorem Equivalents (AVEs) and discusses issues raised in
respect of these various methodologies.

IL NON-AD VALOREM TARIFFS
Al CLASSIFICATION OF NAV TARIFFS
3. NAV tariffs can be classified in the following categories:

e Specific tariff rates: The customs duty is not related to the value of the imported goods but to
the weight, volume, surface, etc. of the goods. The specific duty stipulates how many units of
currency are to be levied per unit of quantity (e.g. 2.00 Swiss Francs per kg);

e Compound rates: The customs duty is a tariff comprising an ad valorem duty to which is added
or subtracted a specific duty (e.g. 10 per cent plus $2.00/kg; 20 per cent less $2.00/kg);

e Mixed duty rates’ In general, this type of duty ensures a minimum or maximum level of
protection through a choice between an ad valorem duty and a specific duty (e.g. 10per cent
minimum $2.00/kg; 10 per cent or $2.00/kg, whichever is less);

! This document has been prepared under the Secretariat's own responsibility and is not intended to
prejudice the positions of any Members and to their rights and obligations under the WTO.

% Tariffs and duties shall be used interchangeably in this document.

* The IDB uses the term mixed duty. Other sources may use the term alternative duty.
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e Technical duty rates: The customs duty is determined by complex technical factors such as
alcohol content, sugar content or the value of the imported product (e.g. 8.2 per cent + T1,
where T1 refers to a specific formula duty based on the agricultural component of the product).

4. A more detailed typology of tariffs is given in Annex Table la. It presents in a standardized
way ad valorem, specific and compound duties and various ways in which mixed duties can be
expressed. Annex Table 1b lists technical duties and other duties that cannot be converted to AVEs
with the information available in the IDB.

II1. INCIDENCE OF NAV TARIFFS IN THE IDB AND CTS DATABASES

5. The tariff schedules of about half the submissions to the IDB express some MFN applied
duties as NAV tariffs. Annex Table 2a provides detailed information for those WTO Members with
NAV duties, broken down by type of NAV duty and by sector” The shares with respect to the total
number of agricultural and industrial tariff lines is also provided. Annex Table 2b provides the
information on Members providing AVEs to the IDB.

6. Overall, the share of NAV tariff lines in total tariff lines for the Members with NAV tariffs in
the IDB is 6.6 percent. Thirty three countries have less than 5 per cent of NAVs in their tariff lines
and 17 have less than 1 per cent. Special mention should be made of Switzerland, with 83 per cent of
its tariff lines consisting of NAV duties.

7. The incidence of NAV duties is highest for agricultural products (19 per cent of total
agricultural tariff lines, compared to only 4 per cent for industrial products).’ Excluding Switzerland,
the share of NAV lines can be as high as 60 per cent of all agricultural tariff lines and as high as
26 per cent for non-agricultural tariff lines. Developed country Members are the greatest users of
NAVs in agriculture: Canada (26 per cent), European Communities (45 per cent), Iceland (25 per
cent), Norway (63 per cent) and United States (43 per cent). A number of economies in transition
have also relatively high shares: Belarus (33 per cent), Bulgaria (15 per cent), Poland (25 per cent),
Russian Federation (33 per cent). Among the developing country Members, Cyprus (50 per cent) and
Thailand (56 per cent) have the highest incidence.

8. Annex Table 3 presents the incidence of NAV duties in the CTS database. Forty Members
include NAV duties in their tariff schedules of concessions. The picture for Members with a
relatively high incidence of NAV duties in their schedules of concessions is similar to that in the IDB.
Malta is an exception, as it has replaced almost all its bound NAV duties in agriculture (84 percent
per cent of total agricultural lines) with ad valorem duties in its latest applied tariff. On the other
hand, it can be seen that a number of developing Members currently expressing their tariffs in NAV
terms in the IDB did not bind them in this format. Among those with high incidence are: Djibouti —
15 per cent of its total agricultural lines and South Africa — 13per cent of its agricultural lines and
26 per cent of its industrial lines. Similarly, some economies in transition (including Belarus, the
Former Yugoslav Republic of Macedonia, and the Russian Federatlon) use a relatively high number
of NAV duties in their national applied tariffs.

9. The incidence of NAV lines by chapter of the Harmonized System nomenclature in the IDB
and CTS databases, is presented in Annex Table 4. A higher incidence of NAV duties appear in
agricultural products such as ‘meat products (chapter 02), dairy produce (chapter 04), sugars

* The statistics refer to the status of IDB and CTS files as of 31 January 2003.
° The agriculture sector includes products ¢overed by the Agreement on Agriculture; the industry lines
include other products not covered by the Agreement on Agriculture.
¢ Taking into account only Members with NAV tariffs in the IDB.
7 Given the specificity of Switzerland, which has only specific duties in addition to duty free tariffs, its
tariff lines have been excluded from Annex Table 4..
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(chapter 17), cocoa (chapter 18), preparations of cereals, flour, starch or milk (chapter 19) and

beverages (chapter 22). For industrial products, most of the NAV lines are concentrated in textile
products.

Iv. CONVERSION OF NAV TARIFFS TO AVES

10. The existence of NAV tariffs in Members' schedules makes it extremely difficult to arrive at a
meaningful picture of the level of tariffs, unless those rates can be converted to AVEs. For example,
the recent document on Members' Tariff Profiles (TN/MA/S/4/Rev.1) produced for the Negotiating
Group on Market Access (for non-agricultural products) could only include NAV tariffs in the
calculations of duty averages and maxima for those Members who had provided AVEs (see Annex
Table 2b).

11. Conversion of NAV tariffs to AVEs is being discussed in the Negotiating Group on Market
Access as well as in the Special Session of the Committee on Agriculture. The overview of proposals
submitted to the Negotiating Group on Market Access (TN/MA/6/Rev.1) notes that several of these
proposals are related to issue of NAV tariffs. Whereas some submissions speak more generally of the
need to maximize the use of ad valorem rates’, others state that Members should consider converting
all NleOV duties to ad valorem rates” One proposal calls for a common methodology to calculate these
rates.

12. The conversion of NAV duties to AVEs would allow all tariffs to be included in the tariff
reduction formulae proposed in the context of discussions on tariff reduction modalities. Table 1
compares the result of a linear with a non-linear tariff reduction when applied to different initial
tariffs. The Swiss formula, with a coefficient of 12, has been used as an example of a non-linear
formula.!" Whereas a linear reduction applies to ad valorem as well as NAV duties, a non-linear cut
cannot be applied on NAYV duties unless AVEs are provided. It should be noted though that even if a
linear cut can be applied to NAVs the resulting tariffs cannot be considered in the calculation of
statistical indicators such as tariff averages.

Table 1 Linear and non-linear cut applied to ad valorem and NAV duties
Initial tariff Linear cut 50 per cent Swiss formula (coef. 12)
ty t) ty = (12*1) / (12+to)
Case 1 20 per cent 10 per cent 7.5 per cent
Case 2 $50/tonne $25/tonne ?
Case 3 30 per cent or $20/tonne, 15 per cent or $10/tonne, ?
whichever is the greatest whichever is the greatest

¥ TN/MA/W/9 (Canada), TN/MA/W/18 (US).

> TN/MA/W/6/Add.1 (Korea), TN/MA/W/23 (MERCOSUR), TN/MA/W/14 (Oman), TN/MA/W/8

(Singapore).

Zimbabwe).

" For a discussion of the properties of various tariff reduction formulae see document

TN/MA/S/3/Rev.2.

® TN/MA/W/31 (Egypt, India, Indonesia, Kenya, Malaysia, Nigeria, Tanzania, Uganda and
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V. APPROACHES TO ESTIMATING AVES
A. OVERVIEW

13. The Secretariat does not calculate AVEs for inclusion in either the IDB or the CTS."* This
practice originates from discussions in the Informal Advisory Group to the IDB — a body established
during the Uruguay Round. Only AVEs that have been supplied by Members are reported in the IDB.
Only five Members have submitted AVEs to the IDB, as indicated in Annex Table 2b. The basis for
the calculations is generally not provided.

14. The Secretariat's background paper "Ad valorem, Specific and Other Tariffs" (AIE/S5,
6 February 1998) presented two main methods of AVE estimation that have been used in the
GATT/WTO context and which both require that imports have actually taken place for the tariff lines
and specific duties in question:

e the use of revenue collected divided by the value of imports, and
e the use of unit values of traded products.

15. Although the use of actual trade data is not the only way of calculating AVEs, under the
appropriate circumstances it gives the most accurate information for a particular product. If there is
no trade in the product concerned, it could be considered that the price of the product (including the
tariff) concerned is, at that point in time, "economically prohibitive”. This does not necessarily mean
that the tariff is "high", but that because of the nature of domestic demand, the competitiveness of
domestic production, distribution peculiarities, transport costs, etc., it is not attractive for traders to
import that product.

16. In all cases the limits of AVEs must be kept in mind.”® AVEs are only a snap-shot of the
actual effect of a specific duty in the reference period used for the calculation. Even though the
specific duties used are fixed, their impact may change over time and in relation to each shipment.
Moreover, AVEs are usually calculated in terms of annual averages and, in this case, they can only be
assessed at the end of the period, when all relevant trade data have been collected. The annual
averages also mask a potentially wide variation of AVEs. For example, a shipment of lower valued
products has a higher AVE than that of a high value shipment. Thus, the AVEs assessed by some
exporting Members could be significantly different from those assessed by others because of different
unit values, for example due to seasonal differences.

"2 For the Trade Policy Reviews the Secretariat takes into account only the ad valorem part of all
compound and certain mixed duties if AVEs are not provided by the Member. These "substitutes" for AVEs are
used in all statistical tables of the Trade Policy Reviews. Outside the WTO a number of initiatives to estimate
AVEs have been undertaken. These include Gibson et. al (2001), ITC (2001), OECD (1997) and Stawowy
(2001).

It should also be kept in mind in what follows that there is a more general limit to the concept of ad
valorem equivalents. When replacing one type of tariff structure with a significantly different type of structure
the protection cannot be made "equivalent” in a general sense. The two structures may perhaps raise the same
amount of tariff revenue or give rise to the same trade flows or to the same production or consumption patterns.
But it will generally not be possible to find one ad valorem tariff structure which, if implemented, would
precisely regenerate several or all of these features. Consequently, when seeking to define an AVE structure, the
specific sense in which it will be "equivalent” to the original structure would need to be specified. In other
words, there is no generally "correct" way of making such a conversion - what is "correct” will depend on the
specific definition of the term "equivalent" that is employed.
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B. REVENUE METHOD

17. According to this method, AVEs are estimated as a ratio of customs revenue collected on a
particular product (at the tariff line level) to the value of imports of the same product. Revenues of
$10 million collected on an import value of $100 million, for example, would give an AVE of
10 per cent, even though the actual tariffs were collected on a dollar per tonne basis. While for certain
purposes this method can technically be accurate, it has a number of shortcomings:

e data on revenue collection by tariff line are often unavailable publicly, or even to statistical
agencies (though customs authorities normally collect information at this level).

e where data are available, a major problem with this method of estimation is that it can
measure only the AVEs of applied tariffs but not those of bound tariffs, except when applied
duties are equal to bound duties.

¢ AVEs may understate the applied MFN tariff rate if any trade within the product category
concerned flows under a preferential trading arrangement, such as a GSP scheme, a special
regime for least-developed countries, or a free trade area.

e other duties and charges, duty drawbacks, safeguard measures, anti-dumping duties, tariffs
waived for re-export, and so on may affect the estimations as well. Adjustments for all these
factors designed to identify the actual MFN rate may be a cumbersome exercise*

C. UNIT VALUE METHOD

18. The unit value method of estimating AVEs requires that the specific tariff is expressed as a
ratio of the unit price of the associated import flow. Given the lack of detailed data available on
import prices at the tariff line level, an estimate of unit import prices can be made simply by dividing
the value of imports by their volume for the tariff line concemed. For example, if the c.i.f. import
value of a good is $10,000 and the quantity imported is 100 tonnes, the unit value is $100 per tonne.
Then if the specific duty were $10 per tonne, the AVE would be 10 per cent.

19. The results of this approach can provide, in a technical sense, an accurate assessment and, as
long as volume and value statistics are collected in the same manner. Nevertheless, this method may
prove very time-consuming as NAV duties are often not simply specific rates that can be directly
compared to unit values, but may be compound, mixed or technical rates that require additional
calculations, and in some instances also additional data.

v 20. The quality of the estimation of AVEs using the unit value method depends very much on the
quality of the underlying import values and quantities. As quantity information is not always
measured with the same degree of precision as import values the resulting unit values may yield
estimates which may vary considerably among members. It would therefore appear necessary to
evaluate tariff line unit values in the context of Members' and world HS 6 digit unit values.
Significant deviations which cannot be explained by the properties of the underlying product category
should be closely scrutinized and excessive unit values should possibly be "capped" at a certain
percentile range of 'acceptable’ unit values around the world mean unit value.

21. The other remaining problem is that of technical duties which cannot be converted to AVEs
without detailed additional information on the import flows. The revenue method could be used
successfully in this context if there are no preferences and, regarding bound rates, only if those are
equal to the MFN applied rates.

"* Such adjustments might not be necessary if the reason for amassing AVE data is to make an
economic assessment of protection levels.
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22. In conclusion, it appears that the unit value method is a viable methodology for estimating
AVE in an internationally comparable way. Like the revenue method it requires that imports have
taken place in the reference period in order to calculate tariff line unit values. However, in the
absence of such information, approximate AVEs could still be calculated using higher level
aggregates, i.e. HS 6 digit based unit values. If these are not available at the level of the Member
concerned, regional or world unit values could be used.

D. ESTIMATION OF AVES

23. The estimation of the AVE (in per cent) of a simple specific tariff using the revenue method is
expressed in the following formula:

AVE =24 100 where rev =spxq and
v
rev - Duty revenue
sp - Specific tariff
v - Import value
q - Import quantity
24, The estimation of the AVE (in per cent) of a simple specific tariff using unit values is

expressed in the following formula:

AVE=s—px100 where, uv=—‘i and

uv q
sp - Specific tariff
uv - Import unit value
v - Import value
q - Import quantity
25. Specific tariffs are generally expressed in national currency units. If import values are not

provided in the national currency, exchange rates are required.”* A quantity units conversion factor is
necessary when the specific tariff and the import quantities are not expressed in the same units.

26. An example of the estimation of an AVE for a specific duty is given in Table 2. Using the
formulae presented above revenue method and unit value method yield the same results because there
is only one duty rate and revenue and trade information is available.

Table 2 Example with specific tariff: $20/tonne
Import value Import quantity | Tarnff revenue Unit value AVE
(US$) (tonnes) USs$) in per cent
Case 1 1000 10 200 $100/tonne 20
Case 2 500 10 200 $50/tonne 40

® For the conversions of import values reported in national currency in IDB submissions annual
averages of market exchange rates reported in the IMF's International Financial Statistics unless exchange rates
have been provided with the IDB submissions.
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27. Compound and mixed tariffs contain at least one simple specific component and/or at least
one ad valorem component, linked with logical and/or arithmetic operators. The computable ones
correspond to those identified in the IDB files and listed in Annex Table 1a.16

28. The computable tariffs are of the following types:

e Addition or subtraction of specific and/or ad valorem tariff components
Choice between specific and/or ad valorem tariff components
Choice between specific and/or ad valorem tariff components, subject to upper and/or lower
limits
29. The non-computable tariffs include, among others:

Tariff element applicable to input content, for example agricultural component or metal content
Two or more tariff components specified, but without indication of what condition to apply
Tariff lines with incomplete descriptions

30. Technical tariffs are in general non-computable, but trade affected by these tariffs is relatively
low compared to all trade with NAV MFN applied duties. If one considers the latest tariff and trade
data available in the IDB for the QUAD countries, the amount of trade corresponding to the tariff
lines for which the MFN applied duty is expressed in NAV terms represents approximately 7 per cent
of total trade. Only around 4 per cent of this trade is related to technical duties.

31. An example of the estimation of an AVE for a mixed duty is given in Table 3. Again revenue
method and unit value method yield the same results because there is only one duty rate and revenue
and trade information is available.

Table 3 Example with mixed tariff: 20 per cent or $20/tonne, whichever is the greatest
Import value Import quantity | Tariff revenue | Unit value AVE
({US$) (tonnes) (US %) in per cent
Case 1 1000 10 200 $100/tonne 20
Case 2 500 10 200 $50/tonne 40
Case 3 2000 10 400 $200/tonne 20

VL. CONCLUSIONS

32. The document has shown that AVEs can be estimated for NAV tariffs. The estimation of
AVEs in a transparent and internationally comparable way for all Members appears to be an important
step forward in understanding better the diverse structures of protection that prevail in WTO Member
countries. It is also a necessary prerequisite for the application of any non-linear, harmonizing tariff
cutting formula.

33. Two methods for estimating AVEs were presented: the revenue method and the unit value
method. They yield the same results if the underlying import flows face the same MFN tariff
treatment. However, the unit value method is relatively easier to apply to situations with no trade
flows and/or situations with multiple preferential rates.

34, It is important to note that some Members estimate AVEs in their tariff schedules. In some
cases these are for internal purposes, such as to assess the implications of their tariff profile and in

'¢ Stawowy (2001) identified a range of compound and alternative tariffs in various schedules. Several
were computable as AVEs, but others were not.
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others they supply them to international agencies. The methodologies presented in this document

d/or similar methods used by other international agencies and certain national administrations could
serve as benchmarks for coordinated action at the international level to enhance the transparency of
tariff regimes. It would also be important to have an internationally accepted benchmark that can be
used for any multilateral review of AVE estimation done by Members.
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Table 1a: Typology of tariffs
Type of .
duty Functional form Example
Ad valorem
Ad valorem av = M x 100 5 per cent
import value unit
Non ad valorem
Specific Sp =- duty amo.unt - 15 Fr./100 kg brut Switzerland
import quantity unit
Compound av+sp 15 per cent + $12,000 each Australia
40 per cent or 622 eur/t, whichever is .
max(av, sp) higher Bulgaria
min(av, sp) ?jwiir cent or Rs 55 per kg, whichever is India
4.5 per cent or 3.5 per cent +1.21yen/m2,
max(avy, avy+sp) whichever is greater Japan
. 7 per cent + 89,40 €/100 kg or 50 per .
min(avy*sp, av2) Cerl:lt whichever is lower : P Croatia
) 9.1 per cent + 45.1 €/100 kg/net or 18.9 European
Mixed min(av,+sp,, av,+sp,) per cent + 16.5 €/100 kg/net whichever is Communities
lower
15 per cent or 125yen/1, whichever is
max(min(avy, sp;), Spz2) less, subject to a minimum customs duty | Japan
of 67yen/1
avif sp, <av, <sp,
- 5 per cent but not less than 4.74¢/kg or
sp, if av <sp, more than 9.48¢/kg Canada
sp, if av >sp,

Table 1b: Some examples of non-computable NAV tariffs

Example

Description

9 per cent + EA MAX 18.7 | EU
per cent + ADS/Z

Technical duty. EA refers to a duty on the agricultural
component and AD S/Z represent an additional duty on sugar.

0.68 Norvegian Kroner per kg | Norway
+MX

Technical duty. MX represents the real content of agricultural
ingredients.

0.458/kg TSS

5 per cent, or, if lower, | Australia

Technical duty. TSS = kilograms total soluble solids

40 per cent or 54 per cent | South
with a maximum of 4 225c/kg | Africa

No indication of what condition to apply

Note:

Examples have been standardized and do not reflect necessarily the original expression in the tariff schedule.
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Table 2a: NAYV duties in the IDB applied tariffs

Member /

Specific

Compound

Mixed

Others

In per cent of all

Country in Accession Year | Digit tariff lines
Agr | Ind | Agr| Ind | Agr | Ind | Agr | Ind | Agr | Ind | Total

AUSTRALIA 2001 8 5 0 0 8 2 0 0 of 09] 02 0.3
BANGLADESH 1999 8 0 3 0 0 0 0 0 5| 0.0{ 0.1 0.1
BARBADOS 2001 10 62| 24 0 0 0 0 0 0f 59/ 04 1.3
BELARUS 2001 9 77 1 0 71| 663 743 0 0| 32.8 9.5 143
BRUNEI 2001 9 68 19 0 0 0 0 0 1l 73] 04 1.4
DARUSSALAM
BULGARIA 2001 9 40 0| 166 o 121 1 0 0f 15.1f 0.0 3.1
CANADA 2001 8 139 of 51 5| 161 13 15 of 257 02 4.0
CHINA 2002 8 71 35 0 7 0 0 0 3 07 0.7 0.7
CROATIA 2001 9 0 of 44 0| 182 0 0 0f 193} 0.0 29
CYPRUS 2001 10} 350{ 97|1056 0 0 0 0 0} 49.7) 1.2] 135
DIJIBOUTI 1999 8 68 of 34 16 0 0 0 0f 149 04 23
EUROPEAN 2002 8f 598 5| 240 0f 51 34 88 1l 454} 05 9.7
COMMUNITIES
FORMER YUGOSLAV | 2001 10 0 0| 309 8 0 0 0 0] 144 0.1 3.0
REPUBLIC OF
MACEDONIA
ICELAND 2000 8 50 o[ 302 0 0 0 0 0of 250 0.0 4.7
INDIA 2001 6 2 0 0 0 0] 332 0 of 03} 7.0 6.1
ISRAEL 1999 8 40| 30| 168 536/ 158 392 0 of 274} 11.3] 134
JAPAN 2001 9 178 46| 56 0| 46] 251 16 of 165/ 4.1 6.6
JORDAN 2001 9 0 0 7 2 0 0 0 0 08 00 0.1
KENYA 1999 8 of 30 0 0f 56| 566 0 o 6.8 11.6] 11.0
KOREA, REPUBLIC OF | 2001 10 of 21 0 of 33 0 0 0f 22 02 0.5
KYRGYZ REPUBLIC [2001 9 11 0 0 o] 134 0 0 of 65| 0.0 1.4
LATVIA 1999 9 7 0 0 0 0 0 0 0| 03] 0.0 0.1
LITHUANIA 2001 9 8 0 0 0f 248 0 0 0| 106 00 23
MALAWI 2000 8 0 0 0 0 0 0 0 11 0.0 0.0 0.0
MALAYSIA 2001 10 36 o 33 2 1 10 0 of 6.0/ 01 0.8
MALTA 2001 10 4 5 0 0 0 0 0 0f 02 0.1 0.1
MAURITIUS 2001 8 1 2 0 0 0 0 0 ol 0.1} 0.0 0.1
MEXICO 2001 8 10 o] 42 3 0 0 0 of 49 o0 0.5
MOROCCO 1997 8 0 0 0 0 0 0 0 13 0.0/ 0.2 0.1
NEW ZEALAND 1999 8 4) 184 0 11 0 0 0of 34 04| 37 3.2
NORWAY 2002 8| 800 5 3 0 0 0 43 0| 63.3] 0.1] 119
PAKISTAN 2001 8 37 7 0 3 0 0 0 14 531 02 0.9
POLAND 2000 9 35 of 74 o 442 79 0 of 25.1f 09 6.0
RUSSIAN 2001 10 77 1 0 711 680] 750 0 Of 32.7) 94| 143
FEDERATION
SEPARATE CUSTOMS | 2001 8 14 28 0 of 27 86 0 0] 34 16 1.8
TERRITORY OF
TAIWAN, PENGHU,
KINMEN AND MATSU
SINGAPORE 2001 9 4 0 0 0 0 0 0 0| 0.5] 0.0 0.1
SLOVENIA 2001 9 0 0l 393 0 0 0 0 0| 187 0.0 38
SOLOMON ISLANDS | 1998 8 33] 30 0 36 0 0 0 0| 45/ 15 1.9
SOUTH AFRICA 2001 8 95 91 3 0 12| 1725 0 0f 13.0f 26.1] 24.6
SRI LANKA 2001 8 29 1 0 0 10 0 0 of 47| 0.0 0.6




TN/MA/S/10

Page 11
Member / .. Specific | Compound Mixed Others In per‘cen_t of all
Country in Accession Year | Digit tariff lines
Agr [ Ind [Agr]| Ind | Agr | Ind | Agr | Ind | Agr | Ind | Total
SWITZERLAND 2001 8| 1900} 5039 0 0 0 0 0 0] 86.4) 822 833
THAILAND 1999 10y 116 37 0 o] 441 917 0 0| 55.6] 16.3] 220
TURKEY 2001 12 11 12} 122 0 1 64 91 1 701 05 1.6
UNITED STATES 2001 8 621 58] 111f 349 0 0 16 133] 430 64| 126
ZIMBABWE 2001 8 91 15 of 146 11 0 0 ol 251 3.1 3.0
Total 5541| 5787|3209] 1264} 3417| 5386 262| 193] 19.3| 4.0 6.6
Note:
NAYV tariffs recorded as "other" represent technical duties which may be underestimated because such duties are
difficult to identify and therefore are often considered as specific, compound or mixed duties.
Table 2b: AVEs submitted to the IDB
Member Year Specific Compound Mixed " pert::;lftf (l,it;lzlsl nav
Agr Ind Agr Ind Agr Ind Agr Ind Total
AUSTRALIA 2001 0 0 0 8 2 0 28.6 100.0 66.7
EUROPEAN 2000 925 3 288 0 80 27 67.0 75.0 67.2
COMMUNITIES
JORDAN 2000 0 0 7 2 0 0 100.0 100.0 100.0
POLAND 2000 25 0 50 0 165 34 43.6 43.0 43.5
UNITED STATES 2001 609 58 111 349 0 0 96.3 754 87.5
Total 1559 61 456 359 247 61 69.8 71.9 70.1
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Table 3: NAV duties in the CTS database

In per cent of all

Member Specific Compound Mixed Other bound tariff lines
Agr | Ind | Agr | Ind | Agr | Ind | Agr | Ind | Agr | Ind [Total
AUSTRALIA 14 5 0 0 0 0 0 0 19| 0.1] 03
BRUNEI 29 0 0 0 0 0 0 0 33| 00] 0.5
DARUSSALAM
BULGARIA 63 0] 281 1] 192 0 0 0] 244 00/ 5.1
CANADA 200 9 51 51 152 9 0 0] 30.1] 03] 438
CROATIA 7 0 36 0] 186 0 0 0 19.7] 0.0 3.1
CYPRUS 0 0| 2004 4 0 0 0 0| 69.0 0.1} 20.1
EGYPT 10 0 0 0 4 0 0 0 1.7 0.0 0.2
EUROPEAN 637 8] 333 1 38 31 0 0| 458 0.5/ 10.0
COMMUNITIES
FIJ1 24 0 0 0 0 0 0 0 3.5l 0.0{ 0.9
GEORGIA 26 0 0 0 0 0 0 0 331 00 04
HAITI 37| 154 0 5 54 633 0 0 11.9| 184| 174
ICELAND 0 0 361 1 0 0 0 0 227 0.0 42
INDIA 2 0 0 0 0| 332 0 0 0.3] 10.0] 8.3
ISRAEL 1} 191 1] 355 0 18 0 0 0.2/ 99 84
JAMAICA 2 0 0 0 0 0 0 0 02| 0.0/ 0.0
JAPAN 157 12 46 0 44| 200 0 0 18.7] 34] 6.0
JORDAN 0 0 7 2 0 0 0 0 0.8] 00/ 0.1
KOREA, REPUBLIC OF 0 0 0 0 68 21 0 0 46/ 02 09
KYRGYZ REPUBLIC 5 0 0 0 42 36 0 0 5.11 0.6] 1.2
LATVIA 8 0 0 0 0 0 0 0 1.1} 0.0{ 0.2
LITHUANIA 6 0 0 0] 108 0 0 0 11.7| 0.0 1.8
MALAYSIA 116 9 187 0 42 0 0 0f 262 0.1 4.7
MALTA 266 5 2202 1 0 0 0 0| 84.0f 0.1 21.6
MEXICO 0 0 0 0 82 1 0 0 7.6/ 0.0 0.7
MOLDOVA 24 0 9 0 29 0 0 0 79| 0.0 1.0
MYANMAR 9 0 0 0 0 0 0 0 1.1} 0.0f 09
NEW ZEALAND 10 190 0 11 0 0 0 36 1.0] 37| 34
NORWAY 202] 115 0 0l 520 5 0 1 68.21 23| 134
PAPUA NEW GUINEA 43 4 0 0 0 0 0 0 6.2 0.1f 09
POLAND 0 0| 758 0] 433 0 0 0| 536/ 0.0 119
SINGAPORE 55 0 0 0 0 0 0 0 6.5/ 0.0 13
SLOVENIA 0 0] 3564 6 0 0 0 0| 245 0.1 5.1
SOLOMON ISLANDS 23 26 0 0 0 26 0 0 34 12 1.5
SRI LANKA 1 0 0 0 22 16 0 0 2.7 1.2 1.8
SURINAME 0 0 0 0 0 1 0 0 0.0/ 0.1; 0.1
SWITZERLAND 1938 15 0 0 1| 5053 0 0] 89.0; 839 85.2
SEPARATE CUSTOMS 90 4 0 0 21 82 0 0 8.1 1.2 23
TERRITORY OF
TAIWAN, PENGHU,
KINMEN AND MATSU
THAILAND 4 2 0 0| 333] 690 0 0] 43.7| 20.6] 24.9
UNITED STATES 625 54 115 183 9 0 4 140 42.5| 4.0/ 10.1
ZIMBABWE 19 0 0 16 0 0 0 0 2.8/ 3.6/ 3.1
Total 4653| 803 6955] 591 2380 7154 4 177) 28.3] 39| 84
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Table 4: Distribution of NAV duties in the IDB and CTS databases by HS chapter’
IDB CTS
NAY duties Number of . Number of]|
ChI::ter Product Description (across all Members T:cto::;lﬁs Members
Members) with NAV M with NAV
. embers) A
Number |Per cent'® duties Number| Per cent'® duties
01 LIVE ANIMALS 216 12.1 15 293 238 14
02 |MEAT AND EDIBLE MEAT OFFAL 1665 30.1 18 1605 43.0 18
03 FISH AND CRUSTACEANS, 413 4.8 9 136 32 7
MOLLUSCS AND OTHER
AQUATIC INVERTEBRATES
04 [DAIRY PRODUCE; BIRDS' EGGS; 1240 294 23 1280 45.0 22
NATURAL HONEY; EDIBLE
PRODUCTS OF ANIMAL ORIGIN,
NOT ELSEWHERE SPECIFIED OR
INCLUDED
05 PRODUCTS OF ANIMAL ORIGIN, 12 1.0 3 9 1.0 3
NOT ELSEWHERE SPECIFIED OR
INCLUDED
06 |LIVE TREES AND OTHER PLANTS; 80 59 6 84 9.0 5
BULBS, ROOTS AND THE LIKE;
CUT FLOWERS AND
ORNAMENTAL FOLIAGE
07 |EDIBLE VEGETABLES AND 616 13.4 20 723 21.1 19
CERTAIN ROOTS AND TUBERS
08 |EDIBLE FRUIT AND NUTS; PEEL 696 14.8 22 833 23.6 18
OF CITRUS FRUIT OR MELONS
09 |COFFEE, TEA, MATE AND SPICES 81 4.0 9 77 49 9
10 |CEREALS 185 11.9 14 290 27.5 14
11 PRODUCTS OF THE MILLING 306 11.6 14 534 284 14
INDUSTRY; MALT; STARCHES;
INULIN; WHEAT GLUTEN
12 |OIL SEEDS AND OLEAGINOUS 113 35 10 129 5.3 10
FRUITS; MISCELLANEOQOUS
GRAINS, SEEDS AND FRUIT;
INDUSTRIAL OR MEDICINAL
PLANTS; STRAW AND FODDER
13 LAC; GUMS, RESINS AND OTHER 5 0.6 4 2 0.3 2
VEGETABLE SAPS AND
EXTRACTS
14 |VEGETABLE PLAITING 15 2.6 5 10 22 2
MATERIALS; VEGETABLE
PRODUCTS NOT ELSEWHERE
SPECIFIED OR INCLUDED

' The statistics shown in the columns for IDB and CTS are not strictly comparable because the sample
of Members with NAV duties in the IDB does not match the sample of Members in the CTS. The list of
Members included in each case is shown in Annex Tables 2a and 3. Given the specificity of Switzerland, which

has only ;?

ecific duties in addition to duty free tariffs, its tariff lines have been excluded it from the table.
In per cent of all tariff lines in HS chapter, taking into account all Members with NAV duties.

' In per cent of all Tariff lines in HS chapter, taking into account all Members with NAV duties.
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HS
Chapter

Product Description

IDB

CTS

NAY duties
(across all
Members)

Number | Per cent

Number of
Members
with NAV

NAYV duties
(across all
Members)

——] duties

Number

Per cent™|

Number of]

Members

with NAV
duties

15

ANIMAL OR VEGETABLE FATS
AND OILS AND THEIR CLEAVAGE
PRODUCTS; PREPARED EDIBLE
FATS; ANIMAL OR VEGETABLE
WAXES

330 7.

6 17

336

10.7

17

16

PREPARATIONS OF MEAT, OF
FISH OR OF CRUSTACEANS,
MOLLUSCS OR OTHER AQUATIC
INVERTEBRATES

37 12

4 17

426

22.1

16

17

SUGARS AND SUGAR
CONFECTIONERY

403 25.

8 22

481

404

19

18

COCOA AND COCOA
PREPARATIONS

220 22,

0 16

219

29.3

15

19

PREPARATIONS OF CEREALS,
FLOUR, STARCH OR MILK;
PASTRYCOOKS' PRODUCTS

498 24,

9 19

406

27.9

18

20

PREPARATIONS OF VEGETABLES,
FRUIT, NUTS OR OTHER PARTS
OF PLANTS

1140 15.

5 21

1666

34.8

17

21

MISCELLANEOUS EDIBLE
PREPARATIONS

242 12.

8 22

317

234

22

22

BEVERAGES, SPIRITS AND
VINEGAR

1753 41.

8 32

1616

552

25

23

RESIDUES AND WASTE FROM
THE FOOD INDUSTRIES;
PREPARED ANIMAL FODDER

129 6.

3 11

255

16.9

11

24

TOBACCO AND MANUFACTURED
TOBACCO SUBSTITUTES

218 18.

6 17

312

429

20

25

SALT; SULPHUR; EARTHS AND
STONE; PLASTERING
MATERIALS, LIME AND CEMENT

25 0.

6 5

10

0.4

26

ORES, SLAG AND ASH

.5 1

0.7

27

MINERAL FUELS, MINERAL OILS
AND PRODUCTS OF THEIR
DISTILLATION; BITUMINOUS
SUBSTANCES; MINERAL WAXES

210 5.

7 14

82

4.2

| —

28

INORGANIC CHEMICALS;
ORGANIC OR INORGANIC
COMPOUNDS OF PRECIOUS
METALS, OF RARE-EARTH
METALS, OF RADIOACTIVE
ELEMENTS OR OF ISOTOPES

1 5

0.1

29

ORGANIC CHEMICALS

129 0.

23

0.1

30

PHARMACEUTICAL PRODUCTS

S
o

18

1.0

[\8)

31

FERTILISERS
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HS
Chapter

Product Description

IDB

CTS

NAY duties
(across all
Members)

Number

Per cent'? |

Number of]|

Members
with NAV

NAY

duties

(across all
Members)

duties

Number

Per cent!

Number of]

Members

with NAV
duties

32

TANNING OR DYEING EXTRACTS;
TANNINS AND THEIR
DERIVATIVES; DYES, PIGMENTS
AND OTHER COLOURING
MATTER; PAINTS AND
VARNISHES; PUTTY AND OTHER
MASTICS; INKS

6

0.2

2

2

0.1

2

33

ESSENTIAL OILS AND RESINOIDS;
PERFUMERY, COSMETIC OR
TOILET PREPARATIONS

33

1.3

58

3.2

14

34

SOAP, ORGANIC SURFACE-
ACTIVE AGENTS, WASHING
PREPARATIONS, LUBRICATING
PREPARATIONS, ARTIFICIAL
WAXES, PREPARED WAXES,
POLISHING OR SCOURING
PREPARATIONS, CANDLES AND
SIMILAR ARTICLES, MODELLING
PASTES, "DENTAL WAXES" AND
DENTAL PREPARATIONS WITH A
BASIS OF PLASTER

20

1.2

18

1.6

35

ALBUMINOIDAL SUBSTANCES;
MODIFIED STARCHES; GLUES;
ENZYMES

75

6.3

10

73

8.7

36

EXPLOSIVES; PYROTECHNIC
PRODUCTS; MATCHES;
PYROPHORIC ALLOYS; CERTAIN
COMBUSTIBLE PREPARATIONS

10

1.9

2.6

37

PHOTOGRAPHIC OR
CINEMATOGRAPHIC GOODS

105

39

11

30

1.7

38

MISCELLANEOUS CHEMICAL
PRODUCTS

45

0.9

37

1.1

39

PLASTICS AND ARTICLES
THEREOF

181

1.7

128

1.8

40

RUBBER AND ARTICLES
THEREOQOF

56

1.1

0.2

41

RAW HIDES AND SKINS (OTHER
THAN FURSKINS) AND LEATHER

38

1.6

26

1.6

42

ARTICLES OF LEATHER;
SADDLERY AND HARNESS;
TRAVEL GOODS, HANDBAGS
AND SIMILAR CONTAINERS;
ARTICLES OF ANIMAL GUT
(OTHER THAN SILK-WORM GUT)

85

5.1

0.7

a3

FURSKINS AND ARTIFICIAL FUR;
MANUFACTURES THEREOF

18

13

03

WOOD AND ARTICLES OF WOOD;
WOOD CHARCOAL

0.1

21

0.5

45

CORK AND ARTICLES OF CORK
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HS
Chapter

Product Description

IDB

CTS

NAY duties
(across all
Members)

Number

Per cent’® |

Number of
Members
with NAV

duties

NAYV duties
(across all
Members)

Number

Per cent®

Number of
Members
with NAV

duties

46

MANUFACTURES OF STRAW, OF
ESPARTO OR OF OTHER
PLAITING MATERIALS;
BASKETWARE AND
WICKERWORK

9

1.8

1

7

22

1

77

PULP OF WOOD OR OF OTHER
FIBROUS CELLULOSIC
MATERIAL; RECOVERED (WASTE
AND SCRAP) PAPER AND
PAPERBOARD

48

PAPER AND PAPERBOARD;
ARTICLES OF PAPER PULP, OF
PAPER OR OF PAPERBOARD

129

1.7

163

32

49

PRINTED BOOKS, NEWSPAPERS,
PICTURES AND OTHER
PRODUCTS OF THE PRINTING
INDUSTRY; MANUSCRIPTS,
TYPESCRIPTS AND PLANS

21

1.5

04

50

SILK

11

1.4

3.6

51

WOOL, FINE OR COARSE ANIMAL
HAIR; HORSEHAIR YARN AND
WOVEN FABRIC

97

35

3.5

52

COTTON

1036

11.7

9.2

53

OTHER VEGETABLE TEXTILE
FIBRES; PAPER YARN AND
WOVEN FABRICS OF PAPER
YARN

04

0.3

54

MAN-MADE FILAMENTS

506

10.0

234

7.2

55

MAN-MADE STAPLE FIBRES

924

11.9

~

281

5.6

%))

56

WADDING, FELT AND
NONWOVENS; SPECIAL YARNS;
TWINE, CORDAGE, ROPES AND
CABLES AND ARTICLES
THEREOF

38

1.5

41

2.2

57

CARPETS AND OTHER TEXTILE
FLOOR COVERINGS

178

42

4.1

58

SPECIAL WOVEN FABRICS;
TUFTED TEXTILE FABRICS;
LACE; TAPESTRIES; TRIMMINGS;
EMBROIDERY

255

8.8

113

5.8

59

IMPREGNATED, COATED,
COVERED OR LAMINATED
TEXTILE FABRICS; TEXTILE
ARTICLES OF A KIND SUITABLE
FOR INDUSTRIAL USE

65

35

54

4.0

60

KNITTED OR CROCHETED
FABRICS

139

7.8

17

1.7

61

ARTICLES OF APPAREL AND
CLOTHING ACCESSORIES,
KNITTED OR CROCHETED

1161

155

12

206

4.1
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HS
Chapter

Product Description

IDB

CTS

NAY duties
(across all
Members)

Number

Per cent" |

Number of]|

Members
with NAV

NAYV duties
(across all
Members)

duties

Number

Per cent'®

Number of
Members
with NAV

duties

62

ARTICLES OF APPAREL AND
CLOTHING ACCESSORIES, NOT
KNITTED OR CROCHETED

1134

13.8

11

322

6.0

6

63

OTHER MADE UP TEXTILE
ARTICLES; SETS; WORN
CLOTHING AND WORN TEXTILE
ARTICLES; RAGS

310

8.0

13

28

1.1

64

FOOTWEAR, GAITERS AND THE
LIKE; PARTS OF SUCH ARTICLES

249

8.9

10

56

33

65

HEADGEAR AND PARTS
THEREOF

28

4.1

17

37

66

UMBRELLAS, SUN UMBRELLAS,
WALKING-STICKS, SEAT-STICKS,
WHIPS, RIDING-CROPS AND
PARTS THEREOF

12

3.0

1.1

67

PREPARED FEATHERS AND
DOWN AND ARTICLES MADE OF
FEATHERS OR OF DOWN;
ARTIFICIAL FLOWERS; ARTICLES
OF HUMAN HAIR

0.9

68

ARTICLES OF STONE, PLASTER,
CEMENT, ASBESTOS, MICA OR
SIMILAR MATERIALS

16

0.5

35

1.6

69

CERAMIC PRODUCTS

42

2.0

20

15

W

70

GLASS AND GLASSWARE

69

14

w

77

24

71

NATURAL OR CULTURED
PEARLS, PRECIOUS OR SEMI-
PRECIOUS STONES, PRECIOUS
METALS, METALS CLAD WITH
PRECIOUS METAL, AND
ARTICLES THEREOF; IMITATION
JEWELLERY; COIN

17

0.6

0.2

72

IRON AND STEEL

84

0.6

100

1.2

73

ARTICLES OF IRON OR STEEL

48

0.5

0.8

74

COPPER AND ARTICLES THEREOF

0.2

0.3

75

NICKEL AND ARTICLES THEREOF

[

0.3

04

76

ALUMINIUM AND ARTICLES
THEREOF

14

0.5

W} m=| B} 1| WA

0.6

W =) W NI

78

LEAD AND ARTICLES THEREOF

—

1.7

2.0

79

ZINC AND ARTICLES THEREOF

1.3

1.5

80

TIN AND ARTICLES THEREOF

81

OTHER BASE METALS; CERMETS;
ARTICLES THEREOF

[ K=] K=l K=]

0.2

WO NN

W O] v

0.3

W O NN

82

TOOLS, IMPLEMENTS, CUTLERY,
SPOONS AND FORKS, OF BASE
METAL; PARTS THEREOF OF
BASE METAL

49

1.1

w

g

2.1

83

MISCELLANEOUS ARTICLES OF

BASE METAL

0.2

0.3
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HS
Chapter

IDB

CTS

Product Description

NAY duties
(across all
Members)

Number

Per cent’®

Number of]
Members
with NAV

NAV

(across all
Members)

duties

duties

Number

Per cent™

Number of]

Members

with NAV
duties

84

NUCLEAR REACTORS, BOILERS,
MACHINERY AND MECHANICAL
APPLIANCES; PARTS THEREOF

43

0.1

6

42

0.2

5

85

ELECTRICAL MACHINERY AND
EQUIPMENT AND PARTS
THEREOF; SOUND RECORDERS
AND REPRODUCERS, TELEVISION
IMAGE AND SOUND RECORDERS
AND REPRODUCERS, AND PARTS
AND ACCESSORIES OF SUCH
ARTICLES

154

0.6

107

0.6

86

RAILWAY OR TRAMWAY
LOCOMOTIVES, ROLLING-STOCK
AND PARTS THEREOF; RAILWAY
OR TRAMWAY TRACK FIXTURES
AND FITTINGS AND PARTS
THEREOF; MECHANICAL
(INCLUDING ELECTRO-
MECHANICAL) TRAFFIC
SIGNALLING EQUIPMENT OF ALL
KINDS

87

VEHICLES OTHER THAN
RAILWAY OR TRAMWAY
ROLLING-STOCK, AND PARTS
AND ACCESSORIES THEREOF

160

19

10

77

1.8

88

AIRCRAFT, SPACECRAFT, AND
PARTS THEREOF

89

SHIPS, BOATS AND FLOATING
STRUCTURES

11

0.8

90

OPTICAL, PHOTOGRAPHIC,
CINEMATOGRAPHIC,
MEASURING, CHECKING,
PRECISION, MEDICAL OR
SURGICAL INSTRUMENTS AND
APPARATUS; PARTS AND
ACCESSORIES THEREOF

24

0.2

42

0.5

91

CLOCKS AND WATCHES AND
PARTS THEREOF

233

7.5

153

7.2

92

MUSICAL INSTRUMENTS; PARTS
AND ACCESSORIES OF SUCH
ARTICLES

0.2

0.2

93

ARMS AND AMMUNITION; PARTS

AND ACCESSORIES THEREOF

0.7

24

3.5
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HS
Chapter

Product Description

IDB

CTS

NAYV duties
(across all
Members)

Number

Per cent's |

Number of

Members

with NAV
duties

NAYV duties
(across all
Members)

Number

Per cent’®

Number of

Members

with NAV
duties

94

FURNITURE; BEDDING,
MATTRESSES, MATTRESS
SUPPORTS, CUSHIONS AND
SIMILAR STUFFED FURNISHINGS;
LAMPS AND LIGHTING FITTINGS,
NOT ELSEWHERE SPECTFIED OR
INCLUDED; ILLUMINATED SIGNS,
ILLUMINATED NAME-PLATES
AND THE LIKE; PREFABRICATED
BUILDINGS

98

2.9

2

17

0.9

3

95

TOYS, GAMES AND SPORTS
REQUISITES; PARTS AND
ACCESSORIES THEREOF

10

03

0.2

96

MISCELLANEOUS
MANUFACTURED ARTICLES

43

13

52

2.5

97

WORKS OF ART, COLLECTORS'

PIECES AND ANTIQUES

0.4
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Addendum

I EUROPEAN COMMUNITIES

1I. MACAO, CHINA

III. NORWAY'

Iv. SWITZERLAND

V. SEPARATE CUSTOMS TERRITORY OF TAIWAN, PENGHU, KINMEN
AND MATSU

VL URUGUAY

44

49
53

! The information for Norway completely replaces the incomplete information produced in

document TN/MA/W/25, which was due to technical problems with the file received.
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ORGANIZATION

(03-1972)

Negotiating Group on Market Access Original: English

MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Communication from India

Addendum

The following document, dated 9 April 2003, has been received from the Permanent Mission
of India.

1. The Secretariat has circulated a note captioned “Formula approaches to tariff negotiations —
Secretariat simulations using members’ tariff concessions”. The results of simulations have been
tabulated to illustrate the impact of different formulae on members’ tariff. The note by the Secretariat
is contained in document Job(03)/67. It provides a comparison of the final bound rates before and
after application of the different formulae. A separate table gives the percentage reduction in tariffs
under different formulae.

2. It would be recalled that India, in its proposal contained in document TN/MA/W/10/Add.2,
had suggested different reduction coefficients for developed and developing members. As an
example, India had suggested reduction coefficients of 0.5 and 0.33 for developed and developing
Members respectively. This proposal was made keeping in view the specific provision in the Doha
mandate on less than full reciprocity in reduction commitments by developing members.

3. The table circulated by the Secretariat reflects the results of the application of both the
reduction coefficients of 0.5 and 0.33 for all members. This gives an incomplete picture, since it was
India’s intention that developed Members would have to reduce tariffs by 50% while developing
Members would have to reduce their tariffs by 33%. It is understood that the Secretariat has given the
results of simulations using both the coefficients in respect of all the members since there is no list of
developing members, which has been approved by the WTO members.

4 It would be useful to have a comparison of revised tariff levels and percentage reductions in
tariff, using the appropriate coefficients proposed by India. This is important since many members
would be taking a considered view on the different formulae approaches, based on how these
formulae would impact on their own tariffs and their market access opportunities. Accordingly, India
has chosen a sample of developing and developed countries to demonstrate correctly the impact of its
own formula. Results of this are given in the tables at Annexures ‘A’ and ‘B’. India has used the
revised tariff and reduction percentages from the Secretariat’s note. Only in respect of the columns
reflecting the impact of India’s formula, an adjustment has been made to take into account the status
of the member — whether developing or developed — and the appropriate coefficient used. We hope
the members will find this information useful.
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Annexure - A

Table 1: Simple averages of final bound duties before and after application of formulae

Binding Non ad . New averages by proposal
Name coverage v:{:)tli‘::n as;:.rglee China | China European

(percent) (percent) 8 B=1 | B=3 | Communities | 12dia | Korea | USA
IArgentina 100.0 0.0 31.8 15.6 16.7 1.1 21.3 19.9 6.3
JAustralia 96.5 0.1 11.0 4.5 5.5 48 5.1 7.6 3.1
[Bangladesh 3.0 0.0 357 16.1 17.2 11.1 23.0 18.6 5.8
[Barbados 97.6 0.0 73.0 36.8 37.8 15.0 48.8 248 7.2
[Botswana 96.0 0.0 16.1 7.5 8.5 6.7 10.8 11.5 4.3
Brazil 100.0 0.0 30.8 15.1 16.2 10.8 20.6 19.6 6.2
iCanada 99.7 04 53 2.1 3.1 2.8 2.6 3.7 23
[European
ICommunities 100.0 0.7 3.9 1.7 2.6 22 1.9 2.9 1.4
Guinea 29.6 0.0 10.0 4.7 5.7 49 6.7 77 2.7
Indonesia 96.1 0.0 35.6 17.6 18.6 11.8 23.8 20.2 6.3
Jamaica 100.0 0.0 425 20.6 21.6 13.1 28.5 19.7 6.2
Japan 99.6 3.6 23 0.9 1.5 13 1.1 1.5 0.7
[Kenya 1.6 0.0 54.8 26.8 27.8 13.9 36.7 22.6 6.9
|Malaysia 81.2 0.2 14.9 7.0 7.9 6.2 10.0 11.1 3.2
Nigeria 6.9 0.0 48.8 243 253 13.9 327 224 6.8
INorway 100.0 2.6 31 1.1 2.0 1.8 14 2.0 1.0
Sri Lanka 28.3 1.1 19.3 8.4 9.5 7.4 12.9 11.6 4.0
[Thailand 70.9 21.1 24.2 11.5 12.6 9.1 16.2 17.0 5.5
United States 100.0 5.0 3.2 1.1 2.0 1.7 14 2.0 1.0
Venezuela 100.0 0.0 33.1 16.7 17.7 114 222 20.5 6.4
Zambia 4.1 0.0 427 213 223 13.1 28.6 21.8 6.7

Source: Secretariat calculations based on CTS data
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Annexure - B

Table 2: Percentage reductions of simple averages of final bound duties after application of
formulae

Reductions in percent

Name China | Chioa | _Suropeat | India Korea UsA
JArgentina 50.9 475 65.1 33.0 375 80.1
Australia 59.1 49.6 56.4 534 30.6 71.7
Bangladesh 54.8 518 69.0 35.6 48.0 83.6
Barbados 49.5 48.2 79.4 33.1 66.0 90.1
Botswana 53.1 474 58.3 332 28.6 73.1
Brazil 50.8 47.4 64.8 33.0 36.5 79.7
Canada 61.3 412 472 519 309 575
Curopean 57.0 339 450 51.1 272 65.5
Guinea 529 429 50.7 334 22.6 72.5
Indonesia 50.6 47.7 66.9 33.0 43.1 822
Jamaica 51.6 49.2 69.2 33.0 53.8 85.3
Japan 62.8 34.1 43.1 53.7 33.7 68.3
Kenya 511 493 74.6 33.0 58.8 87.5

alaysia 53.2 47.1 58.3 33.0 25.8 78.2
Nigeria 503 48.2 715 33.0 54.2 86.0
Norway 64.9 36.9 43.6 55.0 36.7 68.4
Sri Lanka 56.3 50.9 61.7 333 39.6 79.1
[Thailand 52.5 48.1 62.6 332 29.7 774
[United States 64.4 39.1 459 56.5 37.1 68.9
Venezuela 49.6 46.6 65.6 33.0 38.0 80.6
Zambia 50.2 47.8 69.4 33.0 49.0 843

Source: Secretariat calculations based on CTS data.
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Revenue Implications of Trade Liberalization

Communication from the United States

Addendum

The following communication, dated 10 April 2003, has been received from the Permanent
Mission of the United States.

Introduction

1. The United States is pleased to transmit this paper on the revenue implications of trade
liberalization in order to help clarify the nature and scope of this issue. The International Monetary
Fund (IMF) has done extensive work in this area that the Negotiating Group may also find helpful as
it considers modalities for addressing tariffs on non-agricultural goods. Several countries have made
far-reaching modalities proposals for non-agricultural market access that would substantially reduce
tariffs and in some cases eliminate all tariffs over time. Substantial action on tariffs would have
significant economic benefits. The World Bank estimates that the elimination of tariffs would result
in developing country income gains of $500 billion and lift more than 300 million people out of
poverty by 2015. Three-quarters of this gain would come as a result of developing countries
eliminating their own trade barriers.

2. A number of developing countries have raised concerns about the revenue implications of
trade liberalization during the discussion of modalities in the Negotiating Group onNon-Agricultural
Market Access (NAMA). For many developing countries, tariffs have been an important source of
government revenue, and they argue that the elimination of tariffs could have serious consequences
for their fiscal stability. While the reduction of high tariffs may initially increase revenue as imports
grow, aggressive trade liberalization must eventually result in reduced tariff revenue. Many of the
modalities proposals recognize this and allow developing countries sufficient time to reform their
domestic tax regimes in order to take best advantage of the benefits of free trade by proposing long
implementation periods, in some instances through 2015.

3. The purpose of this paper is to share information on the scope of the tariff revenue issue,
highlight tariff revenue trends in the context of ongoing programs of fiscal and tax reform, and note
some of the programs available to advise and assist developing countries in adjusting to the revenue
implications of tariff reduction.

' World Bank, Global Economic Prospects (2002).
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Overview

4. Trade liberalization, when accompanied by sound macroeconomic and fiscal policies,
including reform of domestic tax regimes, provides a significant opportunity for developing countries
to stimulate growth and reduce poverty. The IMF has emphasized the importance of implementing
and sequencing comprehensive reform of the domestic tax system from the outset of the trade
liberalization process. Tariff regimes are neither an equitable nor economically efficient means for
developing countries to raise revenues, since tariffs tend to distort resource allocation and shift the tax
burden to the poorest segments of the economy. For example, the highest tariffs in both developing
countries and developed countries are often concentrated on consumer goods (such as apparel) and
agricultural goods. In tandem with the direct benefits of tariff reduction and elimination, replacement
of tariffs by efficient tax systems would reap significant additional developmental benefits.

5. Import duties are gradually becoming less important as a source of government revenue for
most developing countries. On average, import duties accounted for about 15% of total government
revenue in 2000/01 for those developing countries listed in the IMF’s Government Financial Statistics
Yearbook (GFSY), down from 18% in 1991/92% This trend reflects the efforts of developing
countries to reduce tariffs and to reform their systems for collecting revenue. The major exception is
the group of African least-developed countries, where dependence on import duties remains
significant and has actually grown over the past decade.

6. The capacity to adjust to the revenue implications of substantial reduction (and eventual
elimination) of tariffs is likely to vary from country to country, and from region to region:

¢ Many developing countries are much less dependent on tariff revenue as a source of government
revenue and should have less difficulty adjusting to the revenue implications of significant tariff
reduction and elimination. With the proliferation of free trade agreements in all regions, many
governments are already facing the revenue issue and are responding positively by eliminating
tariffs and improving taxes. Most developing countries in Latin America, the Middle East, and
Europe already rely primarily on other revenue sources. Asian countries, which in many cases are
more reliant on import duties, have already demonstrated a capacity to expand revenue through
non-trade taxes such as value-added taxes, other taxes on goods and services, and income taxes.

* Those countries that may need the most advice and assistance in adjusting to the revenue impact
of tariff reduction and elimination over the medium-term appear to be limited to very specific
groups — many least-developed countries (LDC), some additional Sub-Saharan African countries,
and some island countries in the Caribbean and Pacifica. Even among these groups, there are a
number of countries that have already substantially reduced their dependence on import duties.

* Many developing countries are already in the process of implementing ambitious fiscal reform
programs to address their fiscal problems. The revenue effects of trade liberalization can be
mitigated by building on the domestic tax reforms that are already underway, with the advice and
assistance of the international financial institutions. A survey of economic literature on public
finance reveals that fiscal policy can play a fundamental role in affecting the long-run growth
performance of countries.

» For those countries that need assistance, the international financial institutions, particularly the
IMF and World Bank, can provide advice and assistance for countries willing to undertake tax
and trade reform efforts in the context of sound economic programs. Of key importance, the IMF
has opened or will open regional centers where assistance may be most critical — Pacifica, the

2 IMF, Government Finance Statistics Yearbook, 2001 and 2002 editions.
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Caribbean, East Africa, and (in the near-term) West Africa. The World Bank offers programs to
provide substantial financial support for tax reform in those countries that ask for such help.

¢ In many instances, tariff reduction may not necessarily have adverse revenue consequences. A
number of studies have found that reducing high tariffs may actually increase government
revenues by stimulating substantial growth in trade and GDP. Furthermore, the IMF has found
that revenue is more likely to be positively affected by trade reform when the initial trade regime
is highly restrictive, i.e., with protectionist tariffs, quantitative restrictions, and other protectionist
non-tariff barriers.

e Virtually all developing countries already have income tax systems in place, and most developing
countries have value-added taxes (VATS), including almost half of the least developed countries.
For developing countries as a group, there generally appears to be an inverse relationship between
a country's dependence on a value-added tax (VAT) for revenue and its dependence on import
duties. This suggests that there may be substantial capacity to shift from import duties to other
taxes, even among the least developed countries.

e Well-designed and properly administered tax systems represent more efficient and equitable
mechanisms for raising revenues than import duties. The IMF has outlined a number “best
practices” for implementing comprehensive tax and tariff reforms. The best tax systems are those
that cause a minimum of distortion in the allocation of resources, are equitable, and are relatively
easy to administer. The shift from import duties to other sources of revenue will not only heip
developing countries generate sufficient revenue more equitably, but will improve resource
allocation and reinforce their growth prospects.

Role of Import Duties in Government Revenue

7. The capacity to adjust to the revenue implications of the reduction and elimination of tariffs is
likely to vary from country to country and from region to region. Each developing country needs to
have an accurate picture of the extent to which it is (or is not) dependent on tariff revenue for
government revenue. In making this assessment, it is important to distinguish between “import
duties” — which would be reduced and then eliminated — and “other taxes collected at the border,”
such as excise taxes and the value-added tax (VAT) on imports — which will not be reduced by tariff
proposals.

8. The table below summarizes the importance of import duties as a source of government
revenue (excluding grants).
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Import Duties as a Share of Government Revenue (by region}
Region Sub-Group Import Duties as % of
Revenue
1992-93 1999-2001
Africa Least-Developed 29% 34%
Other 26% 22%
Asia Least-Developed 27% 20%
Other 18% 11%
Western Hemisphere Caribbean 27% 23%
Central America 20% 10%
Other 8% 6%
Middle East 12% 8%
Europe 7% 4%
Developing Countries 18% 15%
9. Many developing countries may not have much difficulty adjusting to the revenue

implications of tariff reduction and eventual elimination. Most developing countries in Latin
America, the Middle East, and Europe already rely primarily on other revenue sources. For these
countries, import duties now account for 10% or less of government revenue. Several of these
countries are currently in the accession process. In many instances, countries in these regions have
already undertaken substantial reforms of their domestic tax regimes. Central America in particular
has undergone a substantial adjustment in the past decade, with the share of import duties to total
revenue dropping from 20% to 10%. Countries in this group could adjust to the loss of import duties
from tariff elimination, particularly given a long transition period through 2015.

10. While tariffs play a more important role in many Asian countries (accounting for about 10%
to 20% of government revenue), these countries have already demonstrated a capacity to expand
revenue through non-trade taxes such as income taxes, value-added taxes, and other taxes on goods
and services. Many of these developing countries are already in the process of implementing fiscal
reform programs (including tax reform) to address fiscal problems. In addition, for many of these
countries, the real growth in non-trade tax revenue during the past decade significantly exceeded their
current level of duty collections, thus demonstrating a capacity to adjust revenue collections in the
future. These countries have an opportunity to design their fiscal programs to reduce dependence on
import duties and expand other more efficient and equitable sources of revenue.

11. A transition period through 2015 should allow these countries sufficient time to adjust to the
revenue implications of tariff elimination. A number of countries in the region are already becoming
less dependent on import duties.

e Pakistan has already undergone a significant adjustment in its tax system and is now less reliant
on import duties for government revenue. Import duties only accounted for 8% of total
government revenue in 2002, down from 29% in 1992.

e Similarly in Malaysia, import duties only accounted for 6% of total government revenue in 2001,
down from 11% as recently as 1997.

® This summary is based on statistics on 107 developing countries in the IMF’s Government Finance Statistics
Yearbook (GFSY), supplemented by information from recent Article IV consultations. The GFSY does not
cover all developing countries, including several Sub-Saharan African least developed countries.
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e India’s reliance on import duties has fallen from 25% of government revenue in 1991 to 19% in
2000. Furthermore. the Kelkar Report, which was commissioned by India's Ministry of Finance
and released at the end of December 2002, has called for a major overhaul of India's tax system.*
The net effect of the Kelkar recommendations would be to further reduce India's dependence on
import duties as a source of revenue.

12. The revenue implications of trade liberalization are most significant for those countries where
import duties account for more than 20% of government revenue. Most of these countries fall into
very specific groups — the least-developed countries (LDC), some Sub-Saharan African countries, and
some island countries in the Caribbean and Pacifica. For many of these countries, current import
duties exceed (sometimes significantly) even the nominal growth in non-trade tax collections over the
last 5-10 years.

13. Even among these groups, however, there are a number of countries that have already
substantially reduced their dependence on import duties. Among Sub-Saharan LDCs, Burundi,
Zambia, and Tanzania rely on import duties for about 10-16% of their government revenue.
Furthermore, their collections of non-trade tax revenue have grown significantly in recent years, and
they appear to have the capacity to absorb the revenue impact of tariff elimination over a reasonable
transition period. Although not members of the WTO, Asian LDCs such as Bhutan, Myanmar, and
Nepal also seem to have the capacity to replace import revenues because of manageable import duty
to revenue ratios. A number of non-LDC African countries also have relatively low or moderate
import duty to revenue ratios, including Botswana, Republic of Congo, Kenya, Nigeria, South Africa,
and Zimbabwe. Among the Caribbean countries, Barbados, Jamaica, Trinidad and Tobago, and
Grenada are not heavily reliant on import duties.

14. Underscoring the change that is already taking place, 49 of the 108 developing countries
surveyed have already reduced their dependence on import duties by more than 30 percent over the
past 5-10 years. Well over half have reduced their dependence on import duties by more than 20
percent.

Tax Reform

15. Well-designed and properly administered tax systems represent more efficient and equitable
mechanisms for raising revenues than import duties and can complement growth strategies. An IMF
staff paper entitled Fiscal Policy and Long-run Growth systematically reviewed the existing economic
literature on the relationship between the growth of countries’ economies and various public finance
instruments (including tax policy) and concluded that fiscal policy could play a fundamental role in
affecting the long-run growth performance of countries’ Instruments of public finance that can
enhance economic growth include the adoption of policies to improve the neutrality of taxation,
promote human capital accumulation, and lessen income inequality. The IMF has found, for example,
that a properly designed and administered value-added tax retains production efficiency. “Since it is
levied on consumption and not on intermediate transactions between firms..., a VAT does not distort
the prices that producers face in buying and selling from one another. Accordingly the tax has the
desirable feature of not violating production efficiency...” The two features necessary to ensure that
a VAT is only a tax on consumption are (1) at each stage, net tax must be payable only on the
difference between sales and purchases, and (2) there must be no breaks in the VAT chain” By
contrast, import duties are highly distortive because they are not uniform, discriminate between

4 “Consultation Paper by Task Force on Direct Taxes under Chairmanship of Dr. Vijay Kelkar,” presented to
India’s Ministry of Finance, November 2002.

5 Tanzi and Zee, Fiscal Policy and Long-run Growth, IMF Staff Papers, 1997.

® Ebrill, Keen, Bodin, and Summers, The Modem VAT, IMF 2001, p 15.

7 Ebrill, Keen, Bodin, and Summers, The Modern VAT, IMF 2001, p 16.
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imported and domestic goods, shift the tax burden to the poorest, and undermine efficient resource
allocation in an economy.

16. The IMF has outlined a number “best practices” for implementing comprehensive tax and
tariff reforms.® The best tax systems are those that cause a minimum of distortion in the allocation of
resources, are equitable, and are relatively easy to administer. In practice, comprehensive tax and
tariff policy reforms typically include most of the following:

e A broad-based consumption tax, such as a value-added tax (VAT), should be introduced or
strengthened. Such taxes should be applied equally to imports and domestic production,
preferably with a single rate, minimal exemptions, and a threshold to exclude smaller enterprises
from taxation. These taxes may have the greatest potential to replace tariffs as a source of
revenue and would envision a continuing role for customs services.

e The income tax system should be simplified. The corporate income tax should be levied at on
moderate rate, tax incentives should be avoided, and depreciation allowances should be uniform
across sectors. The personal income tax should be characterized by only a few brackets and a
moderate top marginal rate, limited personal exemptions and deductions, and extensive use of
final withholding.

e Taxes on international trade should play a minimal role. Import tariffs should have a low average
rate and a limited dispersion of rates.

e These reforms could be complemented by the introduction of a simplified tax regime for small
business and the informal sector.

e Non-tax revenue, such as surpluses from state enterprises and profits from central bank
operations, should decline.

e Reforms of tax and customs administrations should include modernization of systems and
procedures. Simplification of tariff and tax systems is a prerequisite for administrative reforms.

17. Virtually all developing countries already have income tax systems in place, and many
developing countries have VATs, including almost half of the least developed countries. An IMF
publication entitled The Modern VAT provides detailed information on the VAT? For developing
countries as a group, there generally appears to be an inverse relationship between a country's
dependence on a VAT for revenue and its dependence on import duties. This suggests that there may
be substantial capacity to shift from import duties to other taxes, even among the least developed
countries.

Advice and Assistance

18. The international financial institutions, particularly the IMF and World Bank, can provide
advice and assistance for countries willing to undertake tax and trade reform efforts in the context of
sound economic programs. Such reforms will not only help developing countries generate sufficient
revenue more equitably, but will improve resource allocation and reinforce their growth prospects.

19. The IMF is already providing substantial advice and assistance to many developing countries
undertaking fiscal and tax reforms. IMF mechanisms for providing advice and/or assistance include

& Ebrill, Stotsky, and Gropp, Revenue Implications of Trade Liberalization, IMF Occasional Paper 180, 1999.
? Ebrill, Keen, Bodin, and Summers, The Modern VAT, IMF 2001.
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its regular programs, Article IV consultations, technical assistance, staff missions, and its regional
centers. Many developing countries are already in the process of implementing ambitious fiscal
reform programs (including tax reform) to address fiscal issues. The IMF’s Fiscal Affairs Department
provides about 30% of the total technical assistance delivered by the IMF. The IMF estimates that its
fiscal technical assistance amounts to more than 100 effective person years per year.’

20. In addition, the IMF established regional centers in East Africa (AFRITAC) in October 2002,
the Caribbean (CARTAC) in October 2001, and Pacifica (1993) that can assist countries with these
revenue issues. The IMF plans to open a similar regional center in West Africa. These centers are
strategically placed to help those countries that must undergo the most substantial fiscal reforms,
which in most cases coincides with the countries that are most dependent on tariff revenues. The
centers will give priority to improving the capacity of governments to raise revenue, strengthen their
institutional framework for tax policy and revenue administration, and manage public resources more
efficiently. A key focus is adjustment to the revenue implications of trade liberalization. CARTAC
(just opened in 2001) has already undertaken substantial tax reform work for Barbados, Guyana, and
the Bahamas and is advising on the preparation of a road map for tax reform in each member country
within an agreed sub-regional framework.

21. Other international financial institutions such as the World Bank and the Inter-American
Development Bank are actively involved in fiscal/tax reform efforts. For example, the World Bank
has provided extensive advice and lending operations focusing on both tax policy and tax
administration reform. Of about 120 lending operations in the 1990s with components seeking to
strengthen some aspect of the tax system, 43 projects with an outlay of $3.8 billion had major tax or
customs administration reform components and 40 others had important components addressing other
aspects of tax systems.'' The availability of assistance from these institutions is demand-driven, i.e.,
they are willing to provide advice and assistance on fiscal/tax reform issues, but the developing
country must ask for it so that it can be mainstreamed in the country assistance strategy. Structural
lending by the Bank in this area can provide a bridge while the borrower reforms its tax policies and
improves its tax administration, and the Bank has consistently found that the economic/financial
return on these operations easily offsets the costs of the loans. In addition, several Members have
bilateral programs that can assist developing countries in implementing tax and fiscal reforms. We
would invite members that are providing bilateral assistance on revenue issues to share their activities
and experiences with the Negotiating Group.

Revenue Impact of Tariff Reduction

22. The revenue implications of tariff reduction may differ from the revenue implications of tariff
elimination. A number of studies have found that reducing high tariffs may actually increase
government revenues in the short-term by stimulating substantial growth in trade and GDP. The IMF
has found that revenue is more likely to be positively affected by trade reform when the initial trade
regime is highly restrictive, i.e., with protectionist tariffs, quantitative restrictions, and other
protectionist non-tariff barriers. Those countries with the most restrictive trade regimes tend to be the
same countries that are most dependent on import duties for government revenue.

23. The IMF’s Occasional Paper entitled Revenue Implications of Trade Liberalization, published
in 1999, provides the most detailed analysis of the nexus between trade and revenue.” While this
analysis did not envision a duty-free world, many of its key conclusions are enlightening with respect
to the revenue concerns associated with significant trade liberalization. Its major conclusions were:

' IMf, Annual Report 2002
' Barone, Das-Gupta, De Wulf, and Hansson, “Reforming Tax Systems: The World Bank Record in the

1990’s,” 1999,
2 Ebrill, Stotsky, and Gropp, Revenue Implications of Trade Liberalization, IMF Occasional Paper 180, 1999.
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e Current levels of protection suggest that many countries could liberalize further without adverse
consequences for trade tax revenue even in the near term. Evidence from comparative analysis
indicates that it is possible to tailor the pattern of trade liberalization to avoid adverse revenue
consequences. Over the longer term, the link between trade liberalization and more rapid
economic growth will further bolster revenue for a given level of tariffs.

e Implementing comprehensive reform of the domestic tax system from the outset of the
liberalization process is a priority, given the long gestation for such reforms.

e Trade liberalization, at least initially, can result in revenue increases, particularly when the initial
trade regime is highly restrictive, i.e., with protectionist tariffs, quantitative restrictions, and other
protectionist non-tariff barriers.

24. Genuine trade liberalization must nevertheless eventually result in reduced trade tax revenue
and hence will raise difficult fiscal issues if appropriate steps have not been taken to strengthen the
domestic tax system. A reformed tax system will not only help generate revenue, but also will work
to improve resource allocation, potentially contributing to higher rates of sustainable growth. The
U.S. delegation can provide further information and contacts for those countries that wish to explore
the benefits of a reformed tax system.
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ANSWERS TO THE QUESTIONS PROVIDED BY THE CHAIRMAN OF
NEGOTIATING GROUP ON MARKET ACCESS (JOB(03)/27)

Communication from Latvia

The following communication, dated 15 April 2003, has been received from the Permanent
Mission of Latvia.

1. Product Coverage

The Doha Declaration states that "Product coverage shall be comprehensive withouta priori
exclusion". Would Members agree that pending agreement on the modalities, "without a priori
exclusion” should be the working basis?

Yes.

2. Elimination of Tariffs

Would Members be ready to consider elimination of tariffs in a long-term perspective?
No.

Alternatively would they prefer to proceed with a further reduction in tariffs (without
excluding elimination in selected sectors or products)?

Yes.

3. Core Modality

If Members were to decide on further reduction, would they favor an average tariff reduction
or a line-by-line cut based on a formula approach?

Line-by-line cut based on a formula approach.

If so how would Members propose to take into account the “Special and Differential
Treatment/Less than full reciprocity in reduction commitments” elements?

Different staging/implementation periods.
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4. Supplementary approaches

Do Members agree that supplementary approaches (harmonization/ zero for zero,
request/offer) would better be dealt with once the Group’s position regarding the basic approach has
been clarified?

Yes, but not as an alternative approach to the general formuia.

Would Members be ready in the meantime to clarify the possible sectors/products to be
covered by supplementary approaches as well as the special and differential elements to be taken into
account in this respect?

It depends on the outcome of using the general formula.

5. Elimination of low/nuisance duties

What should be understood as “low/nuisance duties”?

Since most of Latvia’s duties are very low, we do not consider such terminology. But we
support the formula which will differently treat the different tariff levels.

If Members were to work on a formula approach would they be ready to postpone the
treatment of the question of elimination of low/nuisance duties until the results of the application of
such a formula are clearer?

Yes.

6. Tariff Peaks, Tariff Escalation and High Tariffs

Could Members clarify their views on what they understand as tariffs peaks and high tariffs?
Our initial position is that no tariffs should be above 15%.

In the view of Members, can tariff peaks and high tariffs be tackled on the basis of a formula
or do they require specific treatment?

On the basis of the general formula.

Should tariff peaks and high tariffs be treated differently according to products/sectors
concerned?

No.
How should tariff escalation be dealt with?

Lowering tariffs generally we can effectively decrease the impact of tariff escalation.
Tariffs should be equalized by lowering them to the smallest possible level.

7. Bindings/Binding coverage

Should Members aim to bind all non-agricultural products or to increase the scope of bindings
on such Products?
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Should bind all non-agricultural products.

What kind of flexibility could be envisaged in terms of special and differential treatment with
respect bindings (level of bound rates, exceptions, etc.)?

Different staging/implementation periods.

8. Binding Overhang

Would Members be ready to consider a narrowing of the gap between bound and applied rates
through a reduction of the bound rate up to a maximum of a certain percentage between bound and
applied rates?

Yes.

What elements of flexibility could be retained for developing countries in this respect?

Different staging/implementation periods.

9. Base rates

Would Members be ready to consider working on the basis of bound rates?

Yes.

What would be the working basis for unbound tariff lines?

It depends on what will be the eventual general formula.

10. Base Year

Do Members share the view that the base year should be the one in which data is available for
the majority of Members?

2001 and for applied duties at the launch of DDA.
11. Nomenclature

Would Members be ready to conduct negotiations using HS96 on the assumption that the
results of the negotiations would be published in HS2002?

Yes.

12. Implementation and staging

Would Members be ready to consider five years as the basic implementation period?
Depends on ambition of requests.

Should the cuts be implemented in equal or variable annual installments?
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Equal, but we consider the possibility of variable installments as well, particularly in the
case of S&D treatment.
Could the implementation of the reduction vary according to Members and/or products?

Implementation of the reduction could vary according only to Members — S&D
treatment.

13. Credit for autonomous liberalization

In the view of Members, what are the characteristics of an autonomous liberalization measure
to be taken into account in order to be given credit: bound/unbound measure, date the measure was
taken, etc?

Generally no comment, but the eventual liberalization from autonomous liberalization
should not be smaller then the one when applying the general formula.

14. Non ad valorem duties

Does the Group have any views regarding the methodology for the calculation of such rates?
Depends on the outcome of applying the general formula.

Can the Group consider returning to this question once modalities have been determined?
Yes.

15. Simplification of tariff structures

Can the Group consider returning to this question once modalities have been determined?
Yes.

16. Export taxes
Can the Group consider returning to this question once modalities have been determined?
Yes.

17. Initial Negotiating Rights (INRs)

Can the Group consider returning to this question once modalities have been determined?
Yes.

18. Erosion of Preferential Margins

What are Members' views regarding erosion of preferential margins?

Need for further discussion of the issue.
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19. Newly Acceded Members

Would Members be ready to consider that newly acceded Members should only be making
contributions on their own initiative?

No.
~ Could newly acceded Members clarify the possible scope of such contributions?
No comments.

Would Members be ready to consider credits and longer implementation periods for newly
acceded Members?

No.

20. Least Developed Countries

Would Members be ready to exempt in part or in total LDCs from the commitment of tariff
reductions?

Yes.

What contribution would Members expect from LDCs for such an exemption, for example in
terms of binding?

No comments.

‘What measure would industrialized Members be ready to consider in favor of LDCs?

No comments.

‘What measures would other developing Members be ready to consider in favor of LDCs?

No comments.
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NEGOTIATING GROUP ON MARKET ACCESS REPLIES BY
COLOMBIA TO THE QUESTIONS IN JOB (03)/27

The following communication, dated 12 May 2003, has been received from the Permanent
Mission of Colombia.

1. Product coverage

The Doha Declaration states that "Product coverage shall be comprehensive without
a priori exclusion”". Would Members agree that pending agreement on the modalities, "without
a priori exclusion" should be the working basis?

Colombia considers that there should not be any a priori exclusions, in other words, the
negotiations should cover all non-agricultural products. This does not mean that the same approach or
tariff reduction method should be used for all products.

2. Elimination of tariffs
Would Members be ready to consider elimination of tariffs in a long-term perspective?

Alternatively, would they prefer to proceed with a further reduction in tariffs (without
excluding elimination in selected sectors or products)?

Colombia considers the tariff elimination process should be gradual and linked to the
production structure. Nevertheless, Colombia also believes that developed countries are ready to
assume accelerated commitments on dismantling tariffs, especially on the export products of
developing countries.

3. Core modality

If Members were to decide on further reduction, would they favour an average tariff
reduction or a line-by-line cut based on a formula approach?

If so, how would Members propose to take into account the "Special and Differential
Treatment/Less than full reciprocity in reduction commitments" elements?

Taking into account the elements mentioned in the point above, Colombia prefers an average
tariff reduction modality.

This does not mean that other countries cannot simultaneously negotiate a line-by-line cut
based on a formula approach.
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Regarding special and differential treatment, Colombia is in favour of lesser reductions and
longer deadlines for implementation, as well as flexibility in the use of supplementary approaches for
developing countries.

4. Supplementary approaches

Do Members agree that supplementary approaches (harmonization/zero for zero,
request/offer) would better be dealt with once the Group's position regarding the basic
approach has been clarified?

Would Members be ready in the meantime to clarify the possible sectors/products to be
covered by supplementary approaches, as well as the special and differential elements to be
taken into account in this respect?

Colombia considers that the priority should be to define the core modality for the
negotiations, which can be complemented by supplementary approaches. Of the supplementary
approaches proposed so far, Colombia is in favour of the request/offer approach.

In any event, we believe that it should be determined that use of the supplementary
approaches should be optional for all Members of the WTO.

Colombia would be interested in using supplementary approaches so as to ensure the
elimination and reduction of tariffs on the exportable offer of products that have traditionally been
affected by the imposition of high tariffs, for example, textiles, made-up articles, leather
manufactures, glassware, and manufactures of wood, inter alia.

Use of the core modality does not necessarily ensure the reduction or elimination of tariffs on
products or markets of interest to Colombia. Special and differential treatment should guarantee
forms of negotiation that lead to the elimination of tariff peaks for products that make up the
exportable offer of developing countries.

s. Elimination of low/nuisance duties

‘What should be understood as "low/nuisance duties"?

If Members were to work on a formula approach, would they be ready to postpone the
treatment of the question of elimination of low/nuisance duties until the results of the

application of such a formula are clearer?

Colombia considers that so-called "nuisance" duties are those corresponding to 5 per cent or
less so they cannot be the main focus of negotiations.

Colombia is flexible as regards their consideration during the period when the modalities are
defined or subsequently when the approaches adopted are implemented. In addition, it considers that
the impact of their elimination on effective additional access is not significant, therefore, it should not
be viewed as a concession equivalent to reductions in the other tariffs.

6. Tariff peaks, tariff escalation and high tariffs

Could Members clarify their views on what they understand as tariff peaks and high
tariffs?
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In the view of Members, can tariff peaks and high tariffs be tackled on the basis of a
formula or do they require specific treatment?

Should tariff peaks and high tariffs be treated differently according to products/sectors
concerned?

How should tariff escalation be dealt with?

Colombia reaffirms the need to lower tariff peaks, high tariffs and tariff escalation. Any
definition adopted on high tariffs or tariff peaks should be based on bound tariffs.

A tariff peak should be defined as a percentage above the average of the bound tariff. The
definition of high tariffs should take into account special and differential treatment.

A supplementary approach is required to deal with tariff peaks and high tariffs and this should
take into account special and differential treatment and be defined according to the corresponding
products/sectors.

As far as tariff escalation is concerned, the objective should be to seek a significant reduction
in tariffs on products at the end of the production process so as to allow exports effective access,
especially those from developing countries.

7. Bindings/binding coverage

Should Members aim to bind all non-agricultural products or to increase the scope of
bindings on such products?

What kind of flexibility could be envisaged in terms of special and differential treatment
with respect to bindings (level of bound rates, exceptions, etc.)?

For Colombia, one of the objectives of these negotiations is to achieve 100 per cent binding
on the part of developed and developing countries. All the Members of the WTO should bind ali
non-agricultural products.

Flexibility in this regard should only apply to the least-developed countries, which should
make a minimum contribution to the objective of increasing the level of bindings in order to enhance
transparency and the system's stability.

8. Binding overhang

Would Members be ready to consider a narrowing of the gap between bound and
applied rates through a reduction of the bound rate up to a maximum of a certain percentage
between bound and applied rates?

What elements of flexibility could be retained for developing countries in this respect?

The core modality and the supplementary approaches should enable progress to be made in
narrowing the gap between bound and applied tariffs. The amount by which the gap is to be narrowed
should not be pre-judged because it will result from the negotiations.

9, Base rates

Would Members be ready to consider working on the basis of bound rates?
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What would be the working basis for unbound tariff lines?

As clearly stated in the mandate, the base rate should be the bound tariff at the end of the
Uruguay Round. For countries that have recently acceded to the WTO, it should be the bound tariff at

the end of the relevant period for the implementation of its commitments.

For tariff lines that have not been bound, it is suggested that the country in question adopt a
rate in accordance with its level of development.

10. Base year

Do Members share the view that the base rate should be the one on which data are
available for the majority of Members?

It is proposed that the base year should be chosen according to the volume of information
available in the databases.

11. Nomenclature

Would Members be ready to conduct negotiations using HS96 on the assumption that
the results of the negotiations would be published in HS2002?

It is recommended that the 2002 Harmonized System be used.

12. Implementation and staging
Would Members be ready to consider five years as the basic implementation period?
Should the cuts be implemented in equal or variable annual instalments?

Could the implementation of the reduction vary according to Members and/or
products?

Colombia is in favour of implementing the cuts in equal annual instalments for a given period
of time, which could be five years for developed countries and twice that for developing countries.

13. Non ad valorem duties

Does the Group have any views regarding the methodology for the calculation of such
rates?

Can the Group consider returning to this question once modalities have been
determined?

The calculation of non ad valorem duties should be based on a chosen base year for which the
respective average c.i.f. prices and average volumes have been estimated in order to calculate an
equivalent ad valorem duty.

This question should be an integral part of the process of defining and adopting negotiating
modalities.
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14. Simplification of tariff structures

Can the group consider returning to this question once modalities have been
determined?

The definition of the structure of bound tariffs depends on the tariff policy in each country.
Colombia does not consider that this aspect should be examined as a central element of the
negotiations.

15. Export taxes

Can the Group consider returning to this question once modalities have been
determined?

Colombia considers that this subject should be discussed once modalities have been
determined.

16. Initial Negotiating Rights (INRs)

Can the Group consider returning to this question once modalities have been
determined?

Colombia considers that initial negotiating rights are independent of the negotiating modality
to be agreed.

17. Erosion of preferential margins

What are Members' views regarding erosion of preferential margins?

Tariff negotiations within the WTO lead to the elimination or reduction of preferential
margins. Nevertheless, Colombia could consider specific proposals on this question to attenuate
erosion, particularly in the special case of least-developed countries.

18. Newly-acceded Members

Would Members be ready to consider that newly-acceded Members should only be
making contributions on their own initiative?

Could newly-acceded Members clarify the possible scope of such contributions?

Would Members be ready to consider credits and longer implementation periods for
newly-acceded Members?

The WTO negotiations should include all Members. Nevertheless, in the case of countries
that have recently acceded to the WTO, special treatment as regards implementation periods could be
considered.

19. Least-developed countries

Would Members be ready to exempt in part or in total LDCs from the commitment of
tariff reductions?
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What contribution would Members expect from LDCs for such an exemption, for
example in terms of binding?
What measure would industrialized Members be ready to consider in favour of LDCs?

What measures would other developing Members be ready to consider in favour of
LDCs?

Once again, the WTO negotiations should include all Members. Nevertheless, in the case of
least-developed countries, special treatment as regards implementation periods could be considered.
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Negotiating Group on Market Access

HARMONIZED SYSTEM (HS) CLASSIFICATION CODES OF GAS-RELATED GOODS

Submission by the State of Qatar

Paragraph 31 (iii)

1. This is a follow-up to the State of Qatar's submission to the Committee on Trade and
Environment in Special Session and the Negotiating Group on Market Access (circulated as
TN/TE/W/19 and Corr.1 and TN/MA/W/24), regarding the inclusion of natural gas-related products
in the OECD list of environmental goods and technologies.

2. The Harmonized System Codes for the proposed environmental goods and technologies are as
follows:
A GAS TURBINES COMBINED CYCLE POWER GENERATION:

Liquefied Natural Gas (HS Code 2711.11.00)

Natural Gas (HS Code 2711.21.00)

Natural Gas Driven Turbines of a power not exceeding 5000 KW (HS Code 8411.81.00)
Natural Gas Driven Turbines of a power exceeding 5000 KW (HS Code 8411.82.00)
Natural Gas Driven Turbines Associated Parts (HS Code 8411.99.00)

B. CHEMICAL GAS TO LIQUID (GTL) FUELS:

GTL Propane (HS Code 2711.12.000)

GTL Butane (HS Code 2711.13.000)

GTL Diesel (HS Code 2710.00.710)

GTL Naphtha (HS Code 2710.00.431)

GTL Jet Fuel (HS Code 2710.00.510)

GTL Lube Oils (HS Code 2710.00.910)
GTL Methanol (HS Code 2905.11.000)

GTL Dimethyl Ether (HS Code 2909.11.000)

3. With respect to the Natural Gas Fuel Cell Technologies (e.g. Fuel Cell Power Plants,
Residential Fuel Cells, and Commercial Fuel Cells), the State of Qatar has requested the information
from the World Customs Organization and is still awaiting a response.
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

Communication from Morocco

The following communication, dated 15 April 2003, has been received from Morocco.

1. Morocco attaches great importance to the Doha Round negotiations on market access for non-
agricultural products.
2. Although various negotiating rounds have led to substantial reductions in tariffs on non-

agricultural products, Morocco is convinced that further improvements are needed, in accordance with
paragraph 16 of the Doha Declaration which provides, inter alia, that Members shall conduct " ...

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 ... ".

3. At Doha, the Ministers also agreed that, "The negotiations and other aspects of the Work
Programme shall take fully into account the principle of special and differential treatment for
developing and least-developed countries embodied in: Part IV of the GATT 1994, the Decision of
28 November 1979 on Differential and More Favourable Treatment, Reciprocity and Fuller
Farticipation of Developing Countries; the Uruguay Round Decision on Measures in Favour of
Least-Developed Countries; and all other relevant WTQ provisions." (paragraph 50 of the Doha
Declaration).

4. The development component is thus a central element of all the Doha Round negotiations,
including those on market access for non-agricultural products.

L SCOPE OF THE NEGOTIATIONS

5. Morocco considers that the objectives of the negotiations on market access for non-
agricultural products should be to enhance competition, promote the development of global trade and
strengthen the integration of developing countries in the multilateral trading system.

6. Morocco is of the view that the negotiations should include all non-agricultural products
without any a priori exclusions.
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1I. TARIFF REDUCTIONS

7. Unlike the requests-offers process, a formula-based approach to reductions would save a great
deal of time and effort.

8. Nevertheless, pursuant to the Doha Declaration, the needs and interests of developing and
least-developed countries must be taken into account in the ongoing negotiations.

9. In this connection, paragraph 16 of the Doha Declaration states 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, in accordance
with the relevant provisions of Article XXVIII bis of GATT 1994 and the provisions cited in
paragraph 50 below."

10. Consequently, Morocco considers that an approach based on a formula is the most
appropriate and that the formula chosen should not be applied in the same way by all the WTO's
Members. It should provide different levels of reduction for developing countries.

11. As far as least-developed countries are concerned, Morocco considers that they should be
given more flexibility and be able to make reduction offers that are in line with their development
objectives.

12. In addition, the supplementary approaches should only be considered after the completion of
the Group's negotiations on the core modality for tariff reductions. Participation in the supplementary
approaches should be voluntary in order to achieve reductions over and above those obtained through
the core modality.

13. Developing countries should be able to retain their lowest tariffs because these duties eam
substantial customs revenue and have a negligible impact on market access.

1. PERIOD OF IMPLEMENTATION

14. The commitments to reduce tariffs that will be agreed should be implemented gradually so as
not to jeopardize the economic development objectives of Members, especially the least-developed
among them.

15. Morocco proposes that Members should put the aforementioned reductions into effect in
equal annual instalments over a period of five years as of 1 January 2005. In the context of special
and differential treatment, however, developing countries should be given an additional period so that
their industrial sectors can be adequately prepared to meet the competition that will result from tariff
reductions.

Iv. BASIS FOR TARIFF REDUCTION AND AUTONOMOUS LIBERALIZATION
MEASURES

16. It should be emphasized that the majority of the WTO's Members have not yet adopted the
HS2002. Consequently, Morocco proposes that the negotiations should be based on the schedules of
concessions expressed in HS96 until all Members have finished transposing their schedules into the
2002 version of the HS.
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17. In addition, Morocco considers that one of the major objectives of these negotiations is to
enhance the predictability of global trade in non-agricultural products. In order to achieve that
objective, Members need to make efforts to ensure generalized binding of tariffs.

18. In parallel with what was decided by the special session of the Council for Trade in Services,
market access modalities for non-agricultural products should be established in respect of autonomous
liberalization measures. These liberalization efforts made by Members, particularly developing
countries, should be viewed as liberalization credits in favour of those countries on the basis of the
bindings made during the Uruguay Round.

19. It 1s therefore proposed that the reduction bases emerging from these negotiations should be
the current bound rates.

V. PREFERENTIAL MARGINS

20. The negotiations on market access for non-agricultural products within the WTO are taking
place at the same time as a series of economic integration processes, both at the regional and bilateral
levels, whose main objective is to eliminate tariffs and non-tariff barriers.

21. Morocco therefore proposes that the erosion of preferences that would follow the tariff
reductions implemented as a result of the negotiations should be taken into account. This erosion will
have a negative impact on the regional integration efforts under way. This concern could be met by
adapting the tariff reductions and the time-limit for their implementation when they affect preferences
for products whose export is of importance to developing countries and least-developed countries
benefitting from these preferential regimes.

VL NON-TARIFF MEASURES

22. After several negotiating rounds in the multilateral trading system, important non-tariff
barriers are still applied by Members and lessen the impact of tariff reductions.

23. Morocco attaches considerable importance to the work of the Negotiating Group on Market
Access for non-agricultural products in relation to non-tariff barriers which, in accordance with the
provisions in paragraph 16 of the Doha Declaration, should lead to " ... the reduction or elimination
of ... non-tariff barriers, in particular on products of export interest to developing countries".

24. Morocco considers that the enumeration of non-tariff measures is an important first step in
fulfilling the relevant mandate in the Doha Declaration, but that it must be followed by substantive
work in order to eliminate these barriers.

25. Morocco also believes that it would be useful to take into account the work carried out by
other WTO bodies, in particular on trade facilitation.
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MARKET ACCESS FOR NON-AGRICULTURAL PRODUCTS

The Issue of Newly-Acceded Members

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

Addendum

The following communication, dated 14 May 2003, has been received from the Permanent
Mission of the Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu.

I INTRODUCTION

1. The government of the Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu
emphasized in its submission on 20 December 2002 (TN/MA/W/19) the importance that it attaches to
providing flexibility to those newly-acceded Members (NAMs) that encounter special problems and
thus have special needs with respect to the market access negotiations of non-agricultural products.

2. We support the view that NAMs should participate fully in the Doha Round of negotiations
and make contributions to further advancing the liberalization of the multilateral trade system.
However, it is also evident that there are difficulties facing the NAMs when it comes to fulfilling
Doha conclusions so soon after, or even in the same timeframe as, they implement their WTO
accession commitments. In this paper, we wish to share some ideas on the reasons and ways to grant
appropriate flexibility to the NAMs, while at the same time enhancing the momentum for their further
positive participation in and contribution to the negotiations on market access for non-agricultural
products.

IL. NATURE OF THE ISSUE AND PURPOSES OF BRINGING THE ISSUE TO THE
ATTENTION OF THE MEMBERS

3. The issue we discuss here is not one that would affect many Members. Since it is unique toa
limited number of Members, there is a special need to bring it to the other Members’ attention. We are
of the firm belief that there is sound justification torequest Members to give serious consideration to
this issue.

4. When acceding to the WTO, an acceded Member needs to implement its commitments in
accordance with the schedule set forth in its accession protocol. Some commitments areof a nature
that require the acceded Member to carry them out immediately or upon its accession. Some,
especially many tariff reduction commitments, will need several years to complete the
implementation. It is possible, for instance, that before completing its tariff reduction commitments
made in connection with accession, for the Member to be hit by another obligation to reduce tariffs
arising from multilateral negotiations on market access. Thus, during the implementation period for
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the accession obligations of this NAM, there could be dual reduction obligations, one from its
accession, and the other from related muitilateral negotiations. Practical and theoretical questions with
regard to such a situation are apparent.

5. Practically speaking, it will be extremely difficult for those industries subject to two
concurrent sharp tariff reductions to survive. In theory, it would not be fair to them and could be
against the very purpose of tariff reductions, which should be made to enable the expansion of trade,
not to destroy industries. Industries could be effectually eliminated should double reductions be in
place concurrently for their respective sectors.

6. The purpose that we propose in further consideration of the questions in relation to NAMs is
to find an appropriate way to cope with the practical problems encountered by them and provide a
theoretical basis to deal with their issues. It should not be considered as an attempt to prevent or
hinder trade liberalization: As a matter of fact, the Separate Customs Territory of Taiwan, Penghu,
Kinmen and Matsu fully supports paragraph 16 of Doha Declaration which sets up the goal of
negotiations as to reduce or, as appropriate, eliminate tariffs. We acknowledge the importance of
orderly opening up and freeing the markets to the expansion of international trade. We will bemaking
our best endeavors to work together with all Members to find appropriate and reasonable schemata
and approaches to achieving freer international trade. Neither are we proposing any a priory exclusion
of any tariff item from product coverage. Instead, we are here to propose a scheme or an approach to
practically coping with this unique situation to avoid difficulties that some Membersare facing when
a formula of tariff reduction is adopted in the current multilateral negotiations.

III. RATIONALES AND APPROACHES PROPOSED

7. Some might argue that it would be unfair to allow a new Member of the WTO to immediately
receive the advantages of over fifty years of various trade concessions and commitments enjoyed by
the existing Members, while also permitting the said Member to delay its tariff reductions arising
from multilateral negotiations. We agree that this argument is not without merit. The government of
the Separate Customs Territory of Taiwan, Penghu, Kinmen and Matsu is also firmly of the view that
all NAMs should endeavour to make similar contributions to the Doha Development Agenda so as to
increase the momentum for the negotiations.

8. However, it should also be a very practical assumption that, when a country makes a
commitment on tariff reduction, especially in conjunction with its accession, usually it is thegreatest
effort that it could make for other Members. The utmost commitments are reflected in the extent of
the tariff reduction, the implementation period and staging of the reduction. In other words, the
package of commitments is usually made with deliberately negotiated balance, taking into account the
ability of the Member and its industries to adjust. In particular, the accession negotiations on tariffs
are usually done through the request-offer process. Reduction commitments on each product should
be at the maximum level, with which a domestic industry can cope and still survive. Based on the
commitments, the enterprises should be able to reasonably expect that the implementation period and
staging arrangement could be the basis for making their business decisions in relation to their
investment or other business activities. Suppose, before the completion of the initial implementation
period, the relevant tariffs are subject to another substantial reduction from multilateral negotiations,
the industries could suffer losses arising from mistrust of the government activities. There is no such
question for the non NAMs, which already completed either their accession commitments or Uruguay
Round commitments, for the reason that industries should not have the expectation that after
completing tariff reductions, the tariffs will always remain the same and notbe subject to any further
reductions. This is also why we consider it as a unique problem for the NAMs.

9. Also from the perspective of current multilateral negotiations, most Members would agree
that the pressures created by the Doha negotiations alone on the national economic and industrial



TN/MA/W/19/Add.1
Page 3

development of Members are great. If a Member is to carry out the major concessions from
multilateral negotiations, in addition to their not-yet-completed substantial commitments made in
conjunction with its accession, it would be difficult for the Member to persuade its industries to accept
the new concessions. Consequently, it is understandable that these NAMs, in the face of enormous
pressure from their local industries, could be hesitant to participate fully in the Doha negotiations.
This issue could in turn slow the momentum for further liberalization in the non-agricultural market
access negotiations. If the NAMs could be given special consideration, it would enhance the
willingness of the NAMs to make positive contributions to the current negotiations.

10. As to the concept of NAMs, we do not have any special stance. However, we consider that a
scope that covers those Members yet to complete their tariff reduction commitments arising from
accession negotiations should be within the scope for the reason that the situations of these Members
are similar.

1. In our view, the most practical way to encourage NAMs to actively participate and make a
commensurate contribution to the ongoing negotiations is to grant them longer grace periods. One of
the methods of granting such a transition period is to decide the length of time on a Member-by-
Member basis. However, it would be very costly and time consuming for Members to decide which
Members should enjoy a longer period, and which should enjoy a shorter one.

12. We propose a simpler method: give a single period for those Members, which have not
completed their commitments on non-agricultural products, a definite across-the-board grace period,
such as a six-year period, to allow them to fulfill their respective accession commitments while
agreeing to undertake additional liberalization as part of the Doha Development Agenda.

13. In addition to the above-mentioned reasons, we hereby submit additional rationale for the six-
year grace period: According to Article 2 of the Protocol to the General Agreement on Tariff and
Trade 1994, tariff reductions agreed upon by each Member shall be implemented in five equal rate
reductions, and the final rate shall become effective no later than the date four years after the date of
entry into force of the WTO Agreement. In other words, Members (as of 1995) shall complete the
fulfillment of their concession commitments made in the Uruguay Round by 1 January 1999. The
mandate of the Fourth Ministerial Conference held in Doha is for WTO Members to finish
negotiations by 1 January 2005. Existing WTO Members have not been required to fulfill any
concession obligations for most non-agricultural products between 1999 and 2005, i.e. their national
industries will have enjoyed a grace period of six years before having to adjust to a new round of
liberalization concessions. Taking this into account, it is only fair to the NAMs if they are given a
similar period to adjust their industries. If Members could give favourable consideration to providing
NAMs with a grace period of six years, on a product-specific basis, from the year of completing their
accession commitments to the year that implementation of Doha commitments begins, it would both
help the industries of NAMs and the successful completion of the current multilateral negotiations on
non-agricultural trade by their governments.
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The following communication, dated 19 May 2003, has been received from the Permanent
Mission of the United Arab Emirates.

Introduction

1. On the basis of the documents presented and the positions expressed in this Negotiating
Group by various members, the present communication is intended to set out UAE’s position in this
process.

2. The first point to be noted is that UAE attaches a great importance to these negotiations. We
strongly wish that their outcome will allow the strengthening of our national policy of
industrialization and diversifying our exports and the targeted markets.

3. It is necessary to remind that these negotiations are taking place within the setting of the Doha
Development Agenda (DDA). We view that it shall be conducted in accordance with the mandate
embodied in paragraph 16 of the Doha Ministerial declaration with a view to achieving a substantial
and balanced outcome. It shall safeguard the benefits of developing countries through implementing
the principle of “less than full reciprocity”, so as to ensure the active participation of all the members
in the Multilateral Trading System.

4. UAE fully supports the mandate provided by the Ministers at Doha and is committed to
engaging constructively in these negotiations. To this end, we would like to present our position on
certain key elements as follows.

Modalities of Tariff Reduction

5. Discussions in the Negotiating Group have shown that a formula approach is the preferred
one to facilitate the negotiations and meet the requirement of eliminating high tariffs, tariff peaks and
tariff escalation. As such, UAE suggests adopting a formula approach for tariff reduction.

6. However, taking into consideration of the imbalance among the development levels of all
members, it is proposed that such an approach shall be built on the concept of less than full reciprocity
in reduction commitments as far as developing countries are concerned. In this context, UAE supports
the adoption of differentiated coefficients for developing and developed country participants.

7. The formula approach could be complemented with supplementary approaches. However, the
members shall be free to decide their participation in light of their own needs.
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Base Rates and Nomenclature

8. As far as schedules of concessions of each Member are an integral part of the WTO legal
instruments, UAE considers that the bound tariffs committed in the Uruguay Round must be the only
basis for the negotiations.

9. In addition, tariff reduction could be made on the basis of HS 96 and the final results could be
scheduled in HS 2002.

High Tariffs, Tariff Peaks and Tariff Escalation

10. UAE esteems that the inclusion of high tariffs, tariff peaks and tariff escalation in the mandate
responds concretely 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.

11. Nevertheless, these terms have not been formally defined. Therefore, it became important to
clarify these concepts, for the sake of enhancing mutual and better understanding among members and
agreeing of modalities to reduce or eliminate these tariffs.

12, For that purpose, UAE would like to underline that it is about relative concepts. So, when

defining high tariffs, tariff peaks and tariff escalation, we must consider the discrepancies in the
current tariff levels of all members

Non-Tariff Barriers (NTBs)

13. As a result of the previous rounds of multilateral trade negotiations, the market access for
non-agricultural products has been improved substantially. However, it deserves our attention that the
existence of Non-Tariff Barriers still affects the effective and balanced development of international
trade.

14. Indeed, NTBs remain a significant issue which is difficult to identify and remedy. However, it
is an essential integral part of the mandate. UAE follows with great interest the works of the
Negotiating Group on Market Access as it is the most appropriate body to discuss and treat NTBs
problems.

15. UAE considers that the notification of NTBs by certain members of the WTO is a first
important stage in the fulfillment of the mandate of Doha but it must be completed by a thorough
work which should result in adoption of multilateral modalities to abolish these obstacles.

16. As is clear in the document (TN/MA/W/25), there are several NTBs which are covered by the
various WTO arguments. In this case, it seems more reasonable and useful to leave the corresponding
committee dealing with these barriers. Even so, UAE believes that the Negotiating Group shall
explore additional horizontal mechanisms in order to reduce or eliminate unnecessary barriers
affecting market access. It is evident that a good coordination between these two processes is thesine
qua none condition to contain the variety and diversity of NTBs and treat them in an effective
manner.

Special & Differential Treatment / “Less Than Full Reciprocity”

17. On the topic of Special and Differential Treatment, UAE would like to underline two main
concepts as follows:
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Less than Full Reciprocity

The concept of “less than full reciprocity” is unequivocal. The Doha Mandate, contained in
paragraph 16 of the Ministerial Declaration, is very 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”.

In fact, it needs to be recognized that all the members, in particular, the developing countries
have problems or sensitivities in specific sector. In trade negotiations, it is very normal to
introduce some tariff reductions gradually so as to soften their impact on the more sensitive
sectors. Furthermore, it is legitimate that the developing countries can protect, reasonably and
in accordance with the relevant provisions of the WTO agreements — in particular the
Article XXVIII bis of GATT 1994-, their emerging industries which have a potential for
growth.

In view of the above-mentioned factors, UAE considers that the concept in question requires
deeper reduction commitments from developed partners than those undertaken by developing
countries as well as other modalities which include, inter alia, differentiated time frames for
implementation and differentiated rates of reduction.

Products of Substantial Export Interest to Developing Countries

To reach an overall balance in the outcome of the market access negotiations and ensure that
developing countries secure a share in benefits of trade liberalization, the sectors and products
of particular export interest to these countries shall be treated as priorities in the negotiations.

On this basis, UAE proposes the elimination of tariffs and non-tariff barriers for all raw
materials and primary products. There is no doubt that this liberalization will be profitable to
both developed and developing countries. Duty-free raw materials and primary products are
essential for the competitiveness of developed countries manufacturing and semi-
manufacturing businesses; while the same products constitute generally strategic exports and
emerging industries in developing countries.

It is of strategic importance for UAE that a consensus can be attainted for the complete
elimination of tariffs and non-tariff barriers on Primary Aluminum and other products of
substantial export interest to its economy. In this context, UAE would like to reserve the right
to submit a specific proposal during the next stage of negotiations.
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Statement on The Issue of Newly-Acceded Members

® Thank you Mr. Chairman for giving me the floor.

® |n the submission numbered TN/MA/W/19/Add.1, we touch upon the issue
facing the Newly Acceding Members in the round of NAMA negotiations.

® As we all noted, the guiding ideas of the GATT and WTO negotiations is to
encourage members’ full participation into the negotiations by requiring fair
contribution, and that is why we give developing and least developed
countries the S&D treatment.

® While, in the process of DOHA negotiations, we, among other members,
have noted the fair contribution issues facing those Newly-acceded
members. For example, the average tariff rates for industrial products of
newly-acceded members are between 4% and 9%, with almost all of the
tariff lines 100% bound. Bearing in mind that even some developed
members do not have their tariff lines close to being fully bound.

® We support the view that NAMs should participate fully in the DOHA
negotiations and make contributions to further advancing the liberalization
of the multilateral trade system. However, it is aiso evident that there are
difficulties facing the NAMs when it comes to fulfilling Doha conclusions so
soon after, or even in the same timeframe as, they implement their WTO

accession commitments.

® To address this issue, members suggested that we might consider giving
these newly-acceded Members a smaller tariff concession and a longer

grace period.

® The idea of granting longer grace period has gain many support from the
Members in this session. The next issue facing us is how we decide the
length of the grace period. In this regards, we propose a six-year grace
period between the year fulfilled their respective accession commitments
and the year embark on implementing Doha commitments.

® You may question me: why we propose six-year for the grace period.

® According to Article 2 of the Protocol to the General Agreement on Tariff
29



and Trade 1994, tariff reductions agreed upon by each Member shall be
implemented in five equal rate reductions, and the final rate shall become
effective no later than the date four years after the date of entry into force of
the WTO Agreement.

In other words, Members (as of 1995) shall complete the fulfiliment of their
concession commitments made in the Uruguay Round by 1 January 1999.
On the other hand, the mandate of the Fourth Ministerial Conference held in
Doha is for WTO Members to finish negotiations by 1 January 2005.
Therefore, existing WTO Members have not been required to fulfill any
concession obligations for most non-agricultural products between 1999
and 2005; in other words, their national industries will have enjoyed a grace
period of six years before having to adjust to a new round of liberalization
concessions.

Taking this into account, it is only fair to the Newly-acceded members if they
are given a similar period to adjust their industries. If Members could give
favorable consideration to providing Newly-acceded members with a grace
period of six years, on a product-specific basis, from the year of completing
their accession commitments to the year that implementation of Doha
commitments begins, it would both help the industries of Newly-acceded
members and the successful completion of the current multilateral
negotiations on non-agricultural trade by their governments.

Mr. Chairman, we do hope that the ideas of deciding grace period for
Newly-acceding members can serve as a basis for further discussion.

Thank you Mr. Chairman.

Jo



