Reduction formula:

So far although the ABI formula is on the table, there is an unrevealed convergence on the use of Simple Swiss formula with two coefficients one for developed and another for developing. The real issues lie in the following:

- The impact of the formula on the applied tariffs.

- The value of the coefficients for developed and developing countries and the distance between the values.

- The interpretation of Less than Full Reciprocity.

1. On the impact of the formula on the applied tariff, developing countries stated that the DDA is about tariff cuts in bound tariffs rates and not in the applied tariff rates. While agreeing that cuts will be from the bound rates, developed countries reiterate that the real gains of the round should be measured in terms of the real market access opportunities.

2. On the value of the coefficient, a range of coefficients has been proposed for developing countries ranging from 10 to above 30, while for developed countries the values of the coefficients proposed range from 2-10. 

3. The numbers for the coefficients ranged from 5-15 for developed members, and 10-30 for developing members; however there is no consensus on such values as there are outliers.

4. On the interpretation of Less than Full Reciprocity which is the heart of the problem,  some members stated that it can only be measured by percentage cuts, whereas others said there are other measures of less than full reciprocity such as end rates, duties paid, and duties collected .
Paragraph 8 flexibilities:

-
Paragraph 8 flexibilities includes longer implementation periods for developing countries, in addition to applying less than the formula cuts or maintaining unbound tariff lines, or  not applying the formula cuts for a number of tariff lines . These flexibilities are subject to a number of conditioned conditions.

-
The major two issues concerning paragraph 8 are:

-
The operationalization of paragraph 8;

-
The numbers included in paragraph 8.

On the operationalization of paragraph 8 : 

-
Developed countries have raised a number of technical issues that need to be settled before the operationalization of paragraph 8 including , interalia:

-
Transparency concerning the product coverage;

-
The value of imports;

-
The total number of tariff lines;

-
The meaning of no less than half the formula cuts; 

-
The definition of an entire HS chapters;

-
The inclusion or exclusion of petroleum tariff lines.

-
Developing counties on the other hand believe that developed countries are over complicating issues and that the language of paragraph 8 is simple and clear. Developing countries have also expressed that they are currently not in a position to specify their sensitive products, however it was mentioned that in order to provide developed countries with a broad list, they need to know about the sensitive products of developed countries in agriculture.

-
During the latest NAMA meetings, there has been a sort of an agreement on some of the technical issues:

1. Less than half the formula cuts – it was agreed that it means  50% or more of the formula cut;

2. Member's imports- it was agreed that it means  NAMA imports;

3. Tariff lines – it was agreed that it means National tariff lines.

-
The issue of not excluding a whole HS chapter is however, still a controversial issue although some took a legalistic view on it indicating that even if most of the chapter is included under paragraph 8 this would still satisfy the condition. 

-
Transparency was also a major issue of discussion, some members indicated that it is important for trust building and that they are willing to do the same in agriculture. One member suggested that members should provide the broad product categories by the end of April. On the other hand, others argued that transparency is not mandated for, in addition to the fact that developing countries are not yet in a position to reveal which paragraph will satisfy their sensitivities. In addition, some members expressed the concern that transparency might lead interest groups to apply pressure on the developing country that reveals its list of products. Some members also expressed that such an exercise is unneeded as a sensitive product will remain a sensitive product even though if another member argues that it should not be subject to paragraph 8.

On the numbers in brackets in paragraph 8:

-  Developed countries expressed that the numbers in brackets can either be moved up or down depending on the value of the coefficients of the formula. 

-  Developing countries expressed that the numbers in brackets are the bare  brackets, in order to be able to be able to attend to the value of the coefficient.

AVEs

-
Several members – mainly developing and LDC's – where in the process of converting their AVE's into Add Valorem, two of them requested technical assistance to complete this exercise.

-
It was convened that the Chair and the secretariat will approach all of these members, in order to asses the situation and accelerate the work on this matter. Noting that there is no urgency vis- a-vis LDC's and countries as they are exempted from applying the formula. Same exemption applies for countries falling under para 6 of Annex B of the July Package (those members having a binding coverage of non-agricultural tariff lines of less than 35% percent would be exempt from making tariff reductions through the formula). 

-
Outstanding AVE submissions were promised before 31 March 2006.

-
With respect to the approval of submissions already made (and those to be made before March 31), it was agreed that an opportunity for multilateral discussion and review of these submissions should be provided.  I, therefore, propose to reserve time during the NAMA week of 19-21 April for such a review. 

Credit for bound autonomous liberalization:

-
It was agreed in the July package, that credit shall be given for autonomous liberalization by developing countries provided that the tariff lines were bound on an MFN basis in the WTO since the conclusion of the Uruguay Round.

-
However, this item has not gained much attention in the discussions and nothing concrete emerged

Paragraph 6 flexibilities

-
Participants with a binding coverage of non-agricultural tariff lines of less than [35] percent would be exempt from making tariff reductions through the formula.  Instead, we expect them to bind [100] percent of non-agricultural tariff lines at an average level that does not exceed the overall average of bound tariffs for all developing countries after full implementation of current concessions.

· The real issue of concern to some of the paragraph 6 Members is not related so much to the full binding coverage, but rather to the average level at which these Members would be required to bind their tariffs. However, discussions have revealed that there is no intention of opening July package in this regard.

· During the latest NAMA meetings there was a consensus among WTO members on removing the brackets around the 35% which indicating the paragraph 6 countries, but members left the brackets around the 100% for further negotiations.
Paragraph 24:

Interpretation of paragraph 24 is one of the controversial issues in the  negotiations.


-
Developing countries are of the view that this paragraph reasserted the centrality of the development objectives of this Round, and that enhanced market access for developing countries is an essential impetus to sustained global growth from which all members will benefit. 

-
Developing countries, also explained that this para also instructed members to ensure that there is a comparably high level of ambition in market access in both agriculture and NAMA, and reconfirmed the need to ensure that the different levels of development and differences of the structure of the economies of developed and developing countries were considered in setting the level of market access commitments of developing countries in NAMA and agriculture. 

-
According to developing countries , the paragraph also called for ensuring that the level of commitments undertaken by developing countries to be balanced and proportionate consistent with S&D.  It intended to ensure that the commitments undertaken by developing countries in market access were a measurable proportion of the commitments of developed countries.  Therefore there is a need to ensure that within the NAMA negotiations, the percentage reduction in the formula for developing countries should be a proportion of that provided for developed countries.  

-
Developed countries, on the other hand, while agreeing with Development being the central aspect and objective of the Doha Round, stressed on the interdependence of Agriculture and NAMA , in a way that ensures a high level of ambition in both. They argue that it is not a simple numerical comparison , and that each member will have to assess the balance at the end of the round on the basis of multiple measures and variables, and with the single undertaking basis according to each member's interest.

-
During the latest NAMA meetings, Argentina presented a paper on implementing paragraph24 of the Hong Kong Ministerial Declaration, the paper focused on four central elements for comparability both in NAMA and Agriculture: the cutting formula, flexibilities and sensitive products, maximum tariffs and the relationship between bound and applied tariffs, and tariff simplification.

-
Developed countries such as Switzerland, New Zealand, the EC and the U.S. expressed their views on the paper indicating that it is not a simple matter to establish a numerical comparison between NAMA and Ag, in addition it would be up to each member to assess the level of ambition in both NAMA and Ag depending on his interests. The point was also made that achieving enhanced market access in Agriculture involves other issues such as domestic support.

-
It was pointed out by developed members that real market access in both NAMA and Ag should be the real basis of comparability, and that although tariff cuts will start from the bound rates, the cuts need to be sufficient to cut down the binding overhang. It was stressed that the Doha mandate called for improved market access opportunities for developing and least developed markets both in developed and developing countries markets. 

-
Developing countries that take a more liberal stand in NAMA such as Costa Rica , and Ecuador expressed their view  that real market access on MFN basis in both NAMA and Ag is the desired outcome of the round.

-
Developing countries such as the NAMA 11 members including India, Philippines, Pakistan, Indonesia, and Brazil indicated their appreciation of the Argentinean paper indicated that paragraph 24 calls for a balance between NAMA and Ag taking into account the principle of proportionality and Less than Full Reciprocity. These developing countries have also stressed the fact that cuts are from the bound rates and nothing in the mandate calls for cuts into the applied rate which is contradictory to the architecture and the history of tariff negotiations.

Sectorals

-
Several sectors are currently subject to sectoral tariff discussions including the electronic and electrical products (Japan), drugs and medical devices (Switzerland), textiles (EC), autos and auto parts (Japan), chemicals (US), gem and jewelry (Thailand), Sports equipments (Chinese Taipei), hand tools (Chinese Taipei), fish and fish products (New Zealand), forest products (Canada). Some developed countries others indicated they will take into consideration outcomes of sectoral in their overall assessment of the NAMA negotiations.

-
Developing countries reiterate that sectoral approaches are non mandatory, and that they confer priorities to other elements such as the formula, flexibilities and unbound tariffs. Concerns were expressed on the possible results of these sectorals, and whether it will lead to guidelines or agreed lists.

